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MINUTES OF THE HOUSE APPROPRIATIONS COMMITTEE

The meeting was called to order by Chairman Melvin Neufeld at 9:00 A.M. on April 28, 2006 in
Room 514-S of the Capitol.

All members were present.

Commitiee staff present:

J. G. Scott, Legislative Research Department
Becky Krahl, Legislative Research Department
Matt Spurgin, Legislative Research Department
Mike Corrigan, Revisor of Statutes

Nikki Feuerborn, Administrative Assistant
Shirley Jepson, Committee Secretary

Conferees appearing before the committee:
Representative Lance Kinzer
Alan Cobb, Americans for Prosperity
Karl Peterjohn, Kansas Taxpayers Network
Natalie Bright, Wichita Independent Business Assoc.
Gary Brunk, Kansas Action for Children
Shannon Jones, Big Tent Coalition and State-wide Independent Living Council
George Lippincott, AARP of Kansas
Jim Edwards, Kansas Association of School Boards
Mark Desetti, Kansas-National Educational Association
Carla James, Kansas Action Network
Amy Hyten, Topeka Independent Resource Living Center

Others attending:
See attached list.

Attachment 1
Attachment 2
Attachment 3
Attachment 4
Attachment 5

Attachment 6
Attachment 7
Attachment 8
Attachment 9
Attachment 10
Attachment 11
Attachment 12

o Attachment 13
o Attachment 14

Testimony by Alan Cobb, Americans for Prosperity

Testimony by Karl Peterjohn, Kansas Taxpayers Network

Testimony by Natalie Bright, Wichita Independent Business Association
Testimony by Gary Brunk, Kansas Action for Children

Testimony by Shannon Jones, Statewide Independent Living Council
of Kansas

Testimony by George Lippencott, AARP

Testimony by Jim Edwards, Kansas Association of School Boards
Testimony by Mark Desetti, Kansas national Education Association
Testimony by Carla James, Kansas Action Network

Testimony by Amy Hyten, Topeka Independent Living Resources
Written testimony from Terri Roberts, Kansas State Nurses Association
Written testimony from Wes Ashton, Overland Park Chamber of
Commerce

Written testimony from Jon Hauxwell, Tobacco Free Kansas Coalition
Written testimony from Kansas Economic Progress Council

Hearing on HCR 5043 - Constitutional amendment to require two-thirds majority vote of

members of legislature to create a new tax or increase the rate of an existing tax.

Matt Spurgin, Legislative Research Department, explained that HCR 5043 would amend section
13 of article 2 of the constitution of the state of Kansas by requiring a two-thirds majority vote of the
Legislature for the passage of any tax increase by the state of Kansas.

Chairman Neufeld recognized Representative Kinzer, who appeared as a proponent of the
resolution. Representative Kinzer explained that the intent of the resolution is to not allow the
Legislature to increase taxes as a way of advancing economic growth in the State unless there is
alarge consensus within the Legislature to move in this direction. Representative Kinzer stated that
the resolution does not prohibit local entities from raising local taxes giving flexibility to these
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entities. Representative Kinzer noted that fees and increase in property appraisals are not
addressed by this resolution.

Alan Cobb, Americans for Prosperity, presented testimony in support of HCR 5043 (Attachment 1).
Responding to questions from the Committee, Mr. Cobb stated that HCR 5043 pertains to taxation
while the Taxpayers’ Bill of Rights (TABOR) pertains to spending. Mr. Cobb indicated that the tax
structure of the State produces more money than needed noting that a higher percent of income
in Kansas goes for taxes than in most states. Mr. Cobb noted that the resolution would require a
two-third vote of each chamber of the Legislature to increase taxes. Mr. Cobb stated that there is
nothing is the resolution that addresses property tax appraisal noting that this issue would need to
be addressed in other ways.

. The Committee requested information on how taxes are raised in other states.

Karl Peterjohn, Executive Director, Kansas Taxpayers Network, presented testimony in support of
HCR 5043 (Attachment 2). Mr. Peterjohn stated that Kansas is a high taxed state with low per
capita income. Mr. Peterjohn noted that the key difference between TABOR and HCR 5043, it that
the resolution does not have provisions for putting tax increases before the voters. Last year, the
growth rate in the state of Kansas was one-half that of the national average, although the State
continues to see growth in revenues. The Committee expressed concern for the reason senior
citizens are leaving the State as well as college graduates.

Natalie Bright, Wichita Independent Business Association (WIBA), in conjunction with Cliff Sones,
presented testimony in support of HCR 5043 (Attachment 3). Ms. Bright indicated that they are an
association of small business owners. These businesses were surveyed and the results of this
survey is included in their testimony. Ms. Bright stated that most small businesses do not qualify
for tax abatements provided by the State. Ms. Bright noted that a major issue affecting the small
businesses within the State is the Kansas tax burden.

Gary Brunk, Kansas Action for Children, presented testimony in opposition to HCR 5043
(Attachment 4). Mr. Brunk noted that the resolution would give a minority the power to block the will
of the majority because of the two-third required vote by both chambers of the Legislature.

Shannon Jones, Big Tent Coalition and State-wide Independent Living Council, presented
testimony in opposition to HCR 5043 (Attachment 5). Ms. Jones stated that the organization
represents over 6,000 Kansans. Responding to a statement in Ms. Jones’ testimony indicating that
social services would have large reductions if state revenues decline, the Committee felt that the
Legislature has worked to fund social services in the past and will continue to do so in the future.

George Lippincott, Volunteer Coordinator for Economic Security for the American Association of
Retired Persons (AARP), presented testimony in opposition to HCR 5043 (Attachment 6). Mr.
Lippincott stated that property taxes are a major concern for AARP members and felt the legislation
would undermine the quality of schools, weaken the transportation infrastructure and quality of life.
Mr. Lippincott noted that there are 350,000 AARP members in Kansas.

Jim Edwards, Kansas Association of School Boards (KASB), presented testimony in opposition to
HCR 5043 (Attachment 7). Mr. Edwards stated that the resolution does not address tax reductions

or decreases.

Mark Desetti, Kansas-National Educational Association (KNEA), presented testimony in opposition
to HCR 5043 (Attachment 8). Mr. Desetti felt that the resolution removes the majority rule and
would increase the financial burden on citizens at the local level.

CarlaJames, Kansas Action Network, presented testimony in opposition to HCR 5043 (Attachment
9). Ms. James indicated that HCR 5043 would have negative implications for Kansans.

Amy Hyten, Topeka Independent Living Resource Center, Inc., presented testimony in opposition
to HCR 5043 (Attachment 10). Ms. Hyten stated that the resolution would impose unnecessary
barriers on the ability of the Legislature to raise the funds needed for the services and functions of

government.
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Written testimony in opposition to HCR 5043 was received from the following:
Terri Roberts, Kansas State Nurses Association (Attachment 11)
Wes Ashton, Overland Park chamber of Commerce (Attachment 12)
Jon Hauxwell, President, Tobacco Free Kansas Coalition, Inc. (Attachment 13)
Kansas Economic Progress Council (Attachment 14)

The hearing on HCR 5043 was closed.

The meeting was adjourned at 11:00 a.m. The next meeting of the Committee will be “on call of the

Chairman”.
‘ P
,%M//

Melvin Neufefd; Chairman
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Mr. Chairman and members of the committee:
I am Alan Cobb, representing the over 5,000 Kansas members of Americans for Prosperity.
We are in favor of HCR 5043.

e Mainstream. Currently 16 states require a legislative super-majority to raise taxes. This includes three of
our four neighboring states.

o Arizona, Arkansas, California, Colorado, Delaware, Florida, Kentucky, Louisiana, Michigan,
Mississippi, Missouri, Nevada, Oklahoma, Oregon, South Dakota and Washington.

o Sen. Bob Dole introduced a Constitutional Amendment in 1992 to require the Federal Government a
super-majority of legislators to pass a tax increase.

o Sen. Nancy Kassebaum supported this Amendment in 1992 (S.Amend 1644). So too did influential
moderate Democrats Sen. Fritz Hollings (D-SC) and Sen. Richard Shelby (D-AL).

o Sen. Dole also included a super-majority requirement in his economic plan during his 1996
Presidential bid.

e Taxes Matter. I think we can all agree that higher taxes certainly do not help Kansas’ long-term economic
growth. A recent study by Dr. Arthur Laffer showed that the 10 states with the lowest tax burden had
HIGHER Gross State Product growth, Personal Income Growth and Population Growth compared to the 10
highest tax states (1994-2004). Certainly Kansas would welcome higher levels of all three of these
measures.

e Do No Harm. Since higher taxes hurt long term economic growth, then let’s ensure that only those tax
increases that demonstrate overwhelming support, from both rural and urban areas, pass. This measure
would do just that.

e Business Matters. Ensuring that Kansas® well educated students can find work without leaving the state
requires a healthy business climate. Unfortunately, how we treat business i 1s an area where Kansas always
ranks very poorly. The non-partisan Tax Foundation has Kansas ranked 45" worst in terms of business
taxes. Nebraska, who also does not have a super-majority requlrement ranks 42™. However, the states that
do have super-majority requirements rank 4% (M), 6" (CO) and 9™ (OK) respectively. As the old saying
goes, capital will go where it’s most appreciated. Since 1969, Kansas® rate of new business formation
considerably lags both the Nation and the Plains States. This has led to Kansas® Gross State Product to lag
the growth of both the Nation and the Plains States as well. (Center for Applied Economics, KU School of
Business)

e Live Within Our Means. Since 1993, the Kansas All Funds Budget has increased 93%, the SGF Budget
91%. Kansas’ current tax structure seems more than adequate to fund the States needs. A super-majority
requirement for a tax increase will help ensure that just as the average Kansas family or family run business
must prioritize within its budget each year and cannot just simply run out and collect more money on a
whim, so too state government should come to be able to live within budgets that grow almost 100% in less
than a decade and a half. This has translated into the state of Kansas spending almost $1million per
hour...365 days a year, non-stop. A super-majority requirement for a tax increase will help ensure fiscal
discipline and help protect our tax climate from deteriorating.

2348 SW Topeka, Suite 201 Topeka, Kansas 66611 HOUSE APPROPRIATIONS
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KANSAS TAXPAYERS NETWORK
P.O. Box 20050
Wichita, KS 67208
www.kansastaxpavers.com
316-684-0082

27 April 2006

Testimony Supporting HCR 5043
By Karl Peterjohn, Exec. Dir.

It is easier to raise or create new taxes in Kansas than in most other states. That is one of
the main reasons that Kansas is a high tax state in our region. The Tax Foundation
released their 2006 Tax Freedom Day calculations earlier this month and Kansas is 18%
highest out of all 50 states in terms of state and local taxes imposed on its citizens as a
percentage of our relatively low level of income.

Kansas had the second highest tax burden in our five state region according to the Tax
Foundation. Kansas has the second highest personal income tax rates, the highest
corporate property taxes, the second highest residential property taxes, and arguably the
highest state sales tax rate with a rate that is .2 cents on the dollar lower than Nebraska
but we tax groceries and Nebraska does not.

According to a 2005 study by Colorado University economist Professor Barry Poulson
for the Americans for Prosperity Foundation there are 13 states that require a super-
majority in various forms to raise taxes, create new taxes, or have expenditures exceed a
pre-determined level. In addition, a number of states also have provisions requiring a
super-majority before some or all local taxes can be increased. No super-majority
protection for local taxpayers exists in Kansas either.

Requiring a super-majority is important for several reasons. First, a broadbased
consensus must appear before any tax increase can occur. Creating a consensus is
important and provides a way for avoiding the problems that can occur when very narrow
majorities enact tax increases or create new taxes. Second, this serves as a brake on
raising most taxes and creates some certainty for any state’s business and economic
climate. Fiscal uncertainty raises risk and makes it harder to attract and retain business.

Objections to HCR 5043 may come from folks who claim that this type of supermajority
will prevent any tax growth. Sadly, Kansas taxes will continue to grow even if HCR
5043 is enacted due to appraisal increasing property taxes, and the accelerated income tax
collections caused by the multiple rate, progressive Kansas personal income tax. Any
cursory examination of Kansas tax collections will show that taxes continue increased
rapidly as long as the states economy has been growing in 2005 and the first half of 2006.

HCR 5043 is a good first step to provide constitutional protection against tax growth in
Kansas and the Kansas Taxpayers Network strongly supports this legislation.
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Wichita Independent Business Association

THE VOICE OF INDEPENDENT BUSINESS

Kansas House Appropriations Committee

Testimony in support of:
House Concurrent Resolution 5043

By: Cliff Sones, President
Wichita Independent Business Association
445 N Waco, Wichita, KS 67202 - Phone 316.267.8987

Chairman Neufeld and honorable committee members, | am Cliff Sones, President of the Wichita
Independent Business Association (WIBA) and the Kansas Organization for Private Enterprise
(KOPE). Thank you for the opportunity to provide this written testimony in support of HCR 5043.

The most recent survey of our members in preparation for the 2006 Legislative Session indicates
there is significant concern about the amount of taxes on Kansas businesses as well as the rate of
spending by state government. As such, | believe the constitutional amendment set out in HCR
5043 would be a step in the right direction towards slowing the growth of government and state
taxes. | have attached the recent survey questions referenced for your review.

In addition, the WIBA/KOPE board members adopted the following legislative position for the 2006
Session:

» Members of WIBA/KOPE support allowing the citizens of Kansas the right to vote on
increases in state taxes. WIBA/KOPE members support a constitutional amendment or a
change in current statutes that limits the growth of state spending to the rate of growth of
Kansas personal income. Such limitation should provide for a reasonable growth rate that
does not outstrip the ability of Kansans to fund government services.

Though HCR 5043 does not specifically allow the people of Kansas to vote on proposed tax
increases, it does require a supermajority vote of the Kansas Legislature to raise tax increases. The
requirement for additional votes to raise taxes will inevitably slow the growth of state taxes and in
turn slow the growth of state spending, which ultimately address both the concerns of our members.

On behalf of the members of WIBA/KOPE, | urge you to support the passage of HCR 5043 and let
the citizens of Kansas have a vote on whether a supermajority requirement for tax increases is in the
best interest of the State of Kansas.

Thank you for your consideration of this important issue.

445 N. Waco Street / Wichita, KS 67202-3719
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2006 Kansas Legislative Issue Survey Results

What do you think is the biggest challenge
facing your business today?

0 Rising health care cost - 26%

O KS Legal Environment — 1%

O Cost of business regulations/mandates — 2%
0O KS Tax burden — 65%

0 Lack of qualified workforce — 6%

Paying for State Budget Demands

How should the Kansas Legislature pay for the rising cost of state budget demands and the need for

additional state revenue?

Paying for State Budget Demands
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Taxes

Expanded
Gaming

Do you support the passage of a KS Taxpayer Bill
of Rights (TABOR), which will limit state and local
government spending growth so that it does not
exceed the rate of inflation, at either the state or
local level?

Yes — 68%
No—-32%

O Cut State spending — 72%.

O Increase taxes — 5%

[0 Grow the economy — 75%

0 Allow expanded gaming facilities in Kansas — 66%
O Other —28%




April 27, 2006

HCR 5043

Legislative Testimony

Gary Brunk, Executive Director
Kansas Action for Children

Chairman Neufeld and Members of the Appropriations Committee:

Thank you for this opportunity to testify in opposition to HCR 5043. Kansas
Action for Children is a not-for-profit child advocacy organization, and our
mission is to advocate for policies and programs that improve the physical,
emotional, and educational well-being of all Kansas children and youth.
KAC is an independent and nonpartisan voice on their behalf, working to
ensure that Kansas children have the best opportunities in the nation to
grow and thrive.

Under the Kansas Constitution, enactment of state legislation normally
requires approval by a majority vote in each house of the legislature plus
the governor’s signature. HCR 5043 would amend the Constitution to
require a two-thirds supermajority vote of each house of the state legislature
plus the governor’s signature in order to enact any bill that includes a tax
increase.

Requiring a supermajority to enact tax increases would result in a number of
bad consequences, including the following:

e A supermajority requirement would undermine the democratic
process by giving a minority the power to block the will of the
majority. A small number of legislators in either house (42 of 125
representatives, or 14 of 30 senators) could prevent the majority from
taking action. If this is a good process we should require
supermajority votes on everything. It's clear why the Founders did
not think that would be a good idea: on many issues there would be
legislative paralysis and few things would get done. Furthermore,
this minority could use its veto power to extract special favors or
projects; evidence from other states such as California suggests that
a supermajority requirement increases pork barrel spending.

e It would hurt our ability to make needed investments. An
important reason for our country’s success is the effectiveness of our
public structures. The public structures we have created — such as
ours schools and universities, highways, and laws — are the
machinery that produces America's success. Without those public
structures it would be difficult to get a lot of things done that Kansans
believe are important, such as education or roads or health care.
The supermaijority requirement would undermine our ability to
maintain and strengthen those public structures.

KANSAS

@) ACTION ror

CHILDREN

Making a difference for Kansas children.

Kansas Action for Children Inc.
720 SW Jackson | Suite 201
Topeka, KS 66603

P 785-232-0550 | F 785-232-0699
kac@kac.org | www.kac.org

Celebrating 25 years
of child advocacy
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e It's a solution desperately seeking a problem. Kansas
policymakers have historically shown great reluctance to raise state
taxes, suggesting a supermajority requirement is unnecessary. Tax
burdens relative to income in Kansas have changed little in the last
30 years. Like most other states, Kansas cut taxes in the late 1990s
and raised them in the early 2000s, but it remains an average-tax
state.

In summary, because it would distort the process of majority rule, create a
significant barrier to needed investments, and seeks to solve a non-existent
problem, Kansas Action for Children believes it is not good for the future of
our children and respectfully opposes the passage of HCR 5043.



Statewide Independent Living Council of Kansas | S I L C K.
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Testimony by
Shannon Jones
In Opposition to

HCR 5043

The Big Tent Coalition and the Statewide Independent Living Council of Kansas
- (SILCK) oppose HCR 5043.

 Over the past few years, Kansas has experienced some very difficult economic
times while managing to balance the state budget. Yet, even during these hard
times Kansas policymakers have not felt the need to increase taxes. State &
local taxes have virtually gone unchanged as a share of the economy over the
last 35 years.

A super majority requirement could have its biggest impact on social & human
services needs during economic downturns as we have experienced in the most
recent past. Should state revenues decline, social services would be the first to
have large reductions to their programs.

The BTC & SILCK do not feel a super majority requirement is necessary. In the
past, legislators have been thoughtful in their approach to consider raising taxes.
This has worked for our great state for the past 35 years. HCR 5043 could lead
Kansas down a deeper deadlier path with consequences not yet considered.

Furthermore, a supermajority put the democratic process at risk, whereby the
minority can prevail. Kansas government has always functioned with the
utilization of a simple majority. HCR 5043 reverse this long standing Kansas
heritage of a democratic process.
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AARP Kansas
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April 27, 2006
Representative Melvin Neufeld
Chair, House Appropriations Committee

Good Morning Chairman Neufeld and members of the House Appropriations Committee. My
name is George Lippencott and | am the Volunteer Coordinator for Economic Security for AARP
Kansas. AARP represents the views of more than 350,000 members in the state of Kansas.
We thank you for this opportunity to express our opposition to HCR 5043. The alleged painless
reduction in our state taxes suggested by the proponents of this proposal would be anything but
painless. The impacts would be real and significant. That is why AARP Kansas has joined
broad based coalitions that include child care workers, schoo! teachers, business men and labor
unions to mention a few — all opposing this resolution. Here is why!

HCR 5043 is not consistent with our values. It would harm the weakest elements of our society.
Elementary school class size will compete with continued funding for senior centers, funding for
road maintenance will compete with rides for the elderly and persons with disabilities, medical
care for children will compete with salaries for correctional officers. As the noose tightens, only
programs that are mandated will be funded —competition for reduced revenue will be intense
and divisive.

HCR 5043 is not good for our economy. Business relies on an educated and motivated
population to compete in an ever more challenging world. This proposal will undermine the
quality of our schools, weaken our transportation infrastructure and lead to increased crime —
wreaking havoc with our quality of life. Today, Kansas is competitive economically with similar
states - many our neighbors. HCR 5043 would undermine our position by driving our trained
and experienced workforce to other states that value a first-rate quality of life.

Who benefits from this proposal? It really is not clear? We are witnessing efforts all over our
country to compel variants of this initiative. Voters in Oklahoma, Wisconsin, Ohio, Missouri and
other states are facing a nationally financed blitz. In the end, it may well be that no one in
Kansas really will gain. Tax refunds are highly unlikely and would come, if at all, at the expense
of all of us. Our state taxes are just not that high. You, our legislators have controlled spending.
You have been constantly searching for ways to be more efficient and effective in the use of our
tax dollars. As a consequence our state taxes have remained essentially flat with respect to
income! There really is no basis for claims of run away state taxes!!

When | was young my father imparted a very good piece of advice; “If it isn’t broken, don’t fix
it???” Our state tax system is not broken! We respectfully request that you oppose HR 5043
because it is a “fix” for something that is just not broken!

Thank you.
George Lippencott

HOUSE APPROPRIATIONS
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Testimony on HCR 5043
before the
House Appropriations Committee

by

Jim Edwards, Governmental Relations Specialist
Kansas Association of School Boards

April 27, 2006

Chairman Nuefeld and Members of the Committee:

I am Jim Edwards, with the Kansas Association of School Boards and I thank you for the
opportunity to appear before you today to oppose the passage of HCR 5043.

First, we believe that super majorities have their place in our form of government and, as being
demonstrated by this measure itself, we believe that those super majority requirements are reserved for
amending our constitution. Issues that deal with the general governance of the state should be decided
only by a simple majority of the Legislature and consideration by the Governor.

While we understand that some in the Legislature feel that super majorities are needed to protect
the solvency of the state, I must say that we are somewhat confused by the fact that there are two parts to
the funding of government and only one is addressed here today. Tax increases are addressed by HCR
5043 yet tax reductions or decreases are not addressed by this measure. Please do not take this as an
endorsement of a super majority requirement for any tax reduction as we believe that these also should be
determined only by a simple majority of those in the Legislature and consideration by the Governor.

I thank you for the opportunity to appear on this measure and would be happy to stand for
questions you might have.
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EDUCATION ASSOCIATION / 715 SW 10TH AVENUE / TOPEKA, KANSAS 66612-1686

Mark Desetti, testimony

House Appropriations Committee
April 27, 2006

HCR 5043

Mr. Chairman, members of the Committee, thank you for the opportunity to share our concerns
regarding HCR 5043.

Kansas NEA stands in strong opposition to this proposal. We believe it to be both unnecessary
and dangerous to the health of Kansas.

Fundamentally, it comes from a belief that the citizens of Kansas must be protected from the very
people they elect to represent them in Topeka. This is legislators telling us they can't be trusted.

Itis at the core of a representative democracy that we elect representatives and senators to make
tough decisions based on the extensive amount of research and data they study. Our legislators
should be trusted to make the best decisions for our state based on the available data. HCR 5043
says that we — the electorate — must be protected from our own representatives.

It may be true that on occasion legislators do not represent the view of the voters back home. In
that case, the voters enjoy the luxury of voting those legislators out of office and electing
someone more in keeping with their views.

Beyond this fundamental issue of representative democracy is the damage that this proposal
could do to our state. We would urge you to consider the following:

e HCR 5043 removes the tradition of majority rule and allows 34 percent of legislators to
make decisions for the rest of us.

e The financial burden will increasingly be felt on a local level, as state government is
unable to respond to pressing needs and local governments are forced to increase
property and sales taxes.

e Alegislative minority can easily block needed reforms to the state tax system, allowing
businesses and individuals who are not paying their share of taxes to remain
unaccountable.

¢ Mistakes, like tax loopholes, will be more difficult for the state to fix.
We believe strongly in representative democracy and that the people should put their faith in their
elected representatives. And when those elected representatives violate that trust, the people
have the right to vote them out of office. Thank you, but we don't need to be protected from our
own representatives.

We urge this committee to reject HCR 5043.
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Kansas Action Network

Coalition for Workers’ Rights, Social Justice and Economic Fairness

Community Action
Network

Flint Hills Living Wage
Coalition

GI Forum

Grow Kansas

International
Association of
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Aerospace Workers
District 70 and Locals
2799, 733,774, 834

Kansas AFL-CIO

Kansas Ecumenical
Ministries

Kansas Farmers Union

Lawrence Coalition for
Peace and Justice

Manhattan Alliance for
Peace and Justice

Peace and Social
Justice Center of

South Central Kansas

Plumbers and Pipe
fitters Local 441

Salina Central Labor
Union

Sisters of St. Joseph of
Concordia

Southeast Kansas
Independent Living
Resource Center

Statewide Independent
Living Council of
Kansas

Topeka Center for
Peace and Justice

Topeka Independent
Living Resource

Center

Topeka Federation of
Labor

Topeka LULAC

Tri-County Labor
Council of Eastern
Kansas

United Methodist
Church East Kansas
Conference

United Steelworkers of
America Local 3092

Wichita Hutchinson
Labor Federation

April 27, 2006

Written Testimony Presented to the
House Appropriations Committee
in Opposition to HCR 5043
by
Kansas Action Network

To the Honorable Chairman Neufeld and Committee Members:

Kansas Action Network is a coalition of various groups and individuals
concerned with economic fairness, social justice and workers’ rights. We
oppose HCR 5043 because it has a host of negative implications for Kansans.

Throughout our state’s history, Legislators have been granted full authority to
expend funds for the operation of the government and the means to collect
those funds from the governed through taxation. HCR 5043 would impose
unnecessary barriers on the ability of the legislature to raise funds needed for
the services and functions of government even in times of severe economic
downturns or natural disasters. Without the ability to raise funds for disaster
relief, for example, the state would not be able to assist its most vulnerable
citizens in their recovery efforts. The example of hurricanes Katrina and Rita
illustrated the magnitude of damage and harm done to low income persons
including the elderly and children. Government must be able to respond to
rapidly changing circumstances.

Requiring a two-thirds majority of both houses would hamper state
infrastructure projects that are funded with user taxes such as highway
projects. It would be much more difficult to raise gasoline taxes, thereby
reducing the funding base for highway projects that may have broad support
and/or are necessary to attract and retain businesses in the state. This could
lead to the loss of good jobs for Kansans in the transportation industry as well
as a loss of business relocations in the state due to deteriorating infrastructure,

Finally, there is little reason to believe that the current tax status in Kansas is
curtailing business or placing an undue burden on taxpayers. There is no
evidence that Legislators are eagerto increase taxes at every turn. In fact, US
Census data shows that the level of taxes in Kansas is practically unchanged
over the past 3% decades. State and local taxes were 11.8% of personal
income in 2005, virtually the same percentage as in 1970, 1980, and 1990.
Our state and local taxes per capita fall just about in the middle of the 50
states, the same ranking as state and local taxes as a share of personal
income. These statistics do not paint a picture of a legislature gone “tax wild” —
certainly not a situation that would call for the drastic measure of a
constitutional amendment.

We call upon the Appropriation Committee members to oppose HCR 5043.
Thank you for your attention to our concerns.
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by
Topeka Independent Living Resource Center, Inc.

Dear Honorable Chairperson Neufeld and Committee Members,

The Topeka Independent Living Resource Center (TILRC) is a civil and human rights
organization. Our mission is to advocate for justice, equality and essential services for a fully
integrated and accessible society for all people with disabilities. TILRC has provided advocacy’
and services for over twenty-five years for people of any age with all types and severities of
disabilities across the state.

TILRC believes that it is imperative for our Legislators to ensure the availability of
services and provide adequate funding for services that are necessary to support the ability of
all people to live in our home communities, participate in community life, receive needed
health care, and have access to essential services. Accordingly, our Legislators must retain
the ability to adjust the state’s expenditures and revenues according to economic conditions
and the wishes of their constituents. HCR 5043 would alter the ability of our elected officials
to undertake their responsibilities to all Kansas citizens by creating a constitutional obligation
for a two-thirds majority in both legislative bodies to increase taxes at the state level.

It is our considered opinion that the current method for adjustments to tax rates
is satisfactory and that this system allows for the operation of state government
without overburdening the citizens and businesses of the state. Our duly
elected representatives are quite capable of determining the needs of the state as well as
the methods necessary to provide for them. A constitutional amendment that places
artificial constraints on the ability of our legislators to govern is not needed.

We respectfully ask committee members to oppose HCR 5043. Thank you for your
consideration of our testimony.
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HCR 5043- Constitutional Amendment Requiring a 2/3 Majority Vote of the Legislature
to Create a New Tax or Increase the Rate of an Existing Tax

Chairman Neufeld and members of the House Appropriations Committee, the KANSAS STATE NURSES
ASSOCIATION (KSNA) joins the many statewide organizations in opposing HCR 5043, which is really
designed to eliminate any tax-rate changes, including modifications to the current tax structure and adding
any new taxes. The proposal requests a constitutional amendment requiring a 2/3 majority vote of the
legislature to create a new tax or increase the rate of an existing tax.

The Kansas legislature is empowered to make decisions to fund what is voted on as necessary and prudent.
Current House and Senate rules now require a majority vote. This movement towards establishing a higher
threshold for “tax law changes” is inconsistent with the governing principles that our state has operated
under since the inception of the Kansas legislature.

States that have passed provisions to make it more difficult for legislators to modify the tax structure,
have struggled and created hardships for citizens and state agencies to “do their work™ through inadequate
funding over time.

Registered nurses are particularly concerned with the impact such a proposal would eventually have on
public health programs and medical coverage for children and adults. A report prepared by the Center on
Budget and Policy Priorities, released on October 19, 2003, entitled “A Formula For Decline: Lessons
from Colorado for States Considering TABOR,” identifies the following:

. Under TABOR, Colorado declined from 23" to 48" in the nation in the percentage of pregnant

women receiving adequate access to prenatal care, as defined by the Centers for Disease Control
and Prevention.

. Colorado plummeted from 24™ to 50" in the nation in the share of children receiving their full
vaccinations. Only by investing additional funds in immunization programs was Colorado able to
improve its ranking to 43™ in 2004.

. At one point, from April 2001 to October 2002, funding got so low that the state suspended its
requirement that school children be fully vaccinated against diphtheria, tetanus, and pertussis
(whooping cough), because Colorado, unlike other states, could not afford to buy the vaccine.
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. Under TABOR, the share of low-income children lacking health insurance has doubled in Colorado, even as
it has fallen in the national as a whole. Colorado now ranks last among the 50 states
in this measure.

. TABOR has also affected health care for adults. Colorado has fallen from 20" to 48" for the percentage of
low-income, non-elderly adults covered under health insurance.

. In 2002, Colorado ranked 49" in the nation in both the percentage of low-income, non-elderly adults, and
low-income children, covered by Medicaid.

KSNA cannot support HCR 5043, and believes it is a very significant change in public policy requiring extensive
dialogue, debate, and consideration. We ask that you do not pass this legislation.
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AFORMULA FOR DECLINE
Lessons from Colorado for States Considering TABOR

By David Bradley and Karen Lyons

Summary

£ growing body of evidence shows that Colorado’s
axpayer Bill of Rights, or TABOR, has contdbured to a
significant decline in that stare’s public services. This
decline has serious implications not only for the 4.6 million
residents of Colorado, but also for the many millions of
residents of other states in which TABOR like measures are
now being promoted.

T
4L

TABOR, a state consttutonal amendment adopted in
1992, limirs the growth of state and local revenues to a
highly restdecdve formula: inflation plus the annual change
in populaton. This formula is insufficient to fund the
ongoing cost of government. By creadng 2 permanent
revenue shortage, TABOR pits state programs and services
against each other for survival each year and virmally rules
out any new initatives to address unmer or emerging needs.

Declining services since TABOR's enacrment have
become increasingly evident in most major areas of state

spending: K12 educartion, higher education, public health,
and Medicaid.

TABOR Has Contributed to Declines in Colorado K;lQ Education Funding

- Under TABOR, Colorado declined from 35 to 49t

in the naton in K-12 spending as a
percentage of personal income.

Colorado’s average per-pupil funding fell by more than 3400 reladve o the natonal average.

DACBPP\POSTINGS,10-1 9-05srp.doc
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- Colorado’s averses teacher salary compared o average pav in other pecupations dechined from
g 7 e

30% o 30% in the navon.

TABOR Has Played a Major Role in the
Significant Cuts Made in Higher Education Funding

- Under TABOE, higher educadon funding per residenr student dropped by 31 percent after
adjusung for infladon.

- College and university funding as a share of personal income declined from 35% o 48% in the
naton.

- Tuitions have risen as a result. In the last four years, systern-wide resident twition Inczeased
by 21 percent (adjustng for inflaton).

TABOR Has Led to Drops in Funding for Public Health Programs

» Under TABOR, Colorado deciined from 23 e 48% 1n the naton in the percentage of
pregnant women recsiving adequare access to prenatal care, as defined by the Cenrers for
Disease Control and Prevendon.

» Colorado plummered from 24% o 50% in the nadon in the share of children receiving their Aull
vaccinatons. Only by investing addidonal funds in immunizadon programs was Colorado
able to improve its ranking to 43 in 2004,

+ At one point, from April 2001 to October 2002, funding got so low that the state suspended
its requirement that school children be fully vaccinated against diphtheria, tetanus, and

pertussis (whooping cough) because Colorado, unlike other states, could not afford to buy the
vaccine.

TABOR Has Hindered Colorado’s Ability to Address the
Lack of Medical Insurance Coverage for Many Children and Aduits in the State

- Under TABOR, the share of low-income children lacking health insurance has doubled in
Colorado, even as it has fallen in the naton a8 a whole. Colorado now ranlks last among the
50 states on this measure.

+ TABOR has also affected healtheare for adults. Colorado has fallen from 20 to 48% for the
percentage of low-income non-elderly adults covered under health insurance.

In 2002, Colorado ranked 49 in the nation in both the percentage of low-income non-elderly
adults and low-income children covered by Medicaid.
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Colorado Business and Community Leaders Now View TABOR as Deeply Flawed

TABOR’s interacdon with other arzas of the stare’s budeer has c-eated additonal problems.
Spending for corrections, for exampie, has grown subsianaally fastes than the imfladon-plus-
populaden formula o1 TABOR, in part due to strict cominal codes and ser tencing laws, Because
sDendl

spending for cormecdons has grown rapidly, other areas of the budget have been squeszed av

more m order o keep overall spending under the strict TABOR lirnir.

<1
11
o}

TABOR’s costs are becoming clear. A wide range of Coloradoans — business leaders, tigher

advocartes, legislators of both partes, and Governor Bill Owens (R

education officials, children’s
among others — recognize that TABOR has limited the srate’s ability to fund critcal serices.
+ “Coloradoans weze told'in 1992 that {TABOR] guarantesd them a fght to vote on any and
‘ ses. ... Whar the public didn’t realize was that it would contain the sr=icrest rax
and spending limitadon of any state in the country, and long-tezm would hobble us
economically.” — Tom Clack, Execudve Vice President, Mewo De
Development Corporadon

nver Economic

« “The [TABOR] formula . .. has an insidious effect where it shrinks govemment every vear,
year after year after year after year; it's never small enough. ...Thatis not the best way 10

form public policy.” — Brad Young, former Colorado state represencatve (R) and Chair of

the Joint Budget Commirtes

+ “[Business leaders) have figured our that
TABOR faithful say Colorado should be rup - with withering tax support for college and
universities, underfunded public schools and 2 fuure of crumbling roads and bridges.” — Neil
Westergaard, Editor of the Denver Business Journal

no business would survive if ir were run like the

ulc

Colorado’s experience provides an imporran: caunon
TABOR-like measures.

ary tale for other states considering

Introduction

A growing body of evidence shows that Colorado’s Taxpayer Bill of Rights, or TAROR, has
contributed 0 a significant decline i the state’s public ser

vices. This has serious implications nor
only for the 4.6 million residencs of Colerade, but also for the many millions of residents of other

states In which TABOR-like measures are now being promoted.

This report documents TABOR’s effects on ave major areas of Colorado government K-12
educaton, higher education, public health, Medicaid, and correcdons. It shows that Colorado’s
natonal rankings in a number of areas of public services have plummeted in recent vears. It also
presenrs statements by a range of Coloradoans — Inciuding public officials, business leaders, and
independent experts — describing the damage TABOR has done to their sta

atre,

TABOR, a state constirudonal amendment adopred in 1992 in Colorado, limits the growth of
’ estrictve formula: inflaton plus the annual chapoe n

L A2



populetion. This formula falls far shorr of being able to fund the ongomg cos
|

T
when health care costs are growing much faster than mfaton and the p

r

s mﬂz:fon—plus~popu1adon formula forces annual reductons in the level o

By creanne whar is essentally a permanent reveque shorrage, TABOR. pIts state programs and
secvices against each other for survival each year and virtually rules out any new luitiatves to
acddress unmer or emerging needs.

This is true even in good economic tmes. For example, from FY 1997 through FY 2001, amidst
a bo<3Mg economy, Colorado refunded $3.25 billion in “excess” revenue tO taxpayers as required
by TABOR. (Whenever revenues for a given year exceed TABOR’s revenue limit, the exrra
ArouUnt must be remirned o taxpayers.) Yet even as the state was giving up more than §3 billion
in “excess” revenues, its services were deterioradng: average per-pupil funding for I{-12 educadnn
was faﬂing; several local public health clinics were forced to suspend prenaral services for low
income wormen because of insufficient program funding; and berween Aprzil 2001 and Ociober
2002 the state was forced to suspend its requirement that students be fully vaccinated agaInst
diphtheria, teranus, and pertussis (whooping cougn) because Colorado, unlike other states, could
not atford to buy the vaccine.

On a related point, it is important to note thart the declines in services discussed in this report
are not due to a lack of resources in the state. Colorado is both wealthy and well-educared: it has
the 9-highest per-capita personal income in the nadon, and only one stare has a lazger share of
residents with a bachelor’s degree or higher.! The main reason Colorado’s services are dec ining is
not due to its inability to raise sufficient revenues, but rather because TABOR restricrs the state’s
use of these revenues,

A growing number of Coloradoans are seeking relief from the problems TABOR helped create.
In the November 2004 electon, the Republicans lost control of both chambers of the General
Assembly for the first time since 1960; obsezvers generally attribute this outcome in part to the
legislature’s Inability to craft 2 soluton o relaxing TABOR. This November, Coloradoans will
vote on Referendum C, which {among other things) would allow the starte to spend all revenues it
collects under current tax rares for the next five years, even if those revenues exceed TABOR
lirnits. This Referendum enjoys broad support from a range of individuals and groups, including
business leaders, children’s advocates, Republican and Democrat legislators, the Denver Chamber
of Commerce, and the conservanve Colorade Springs City Council.2

At the same dme, however, organizations dedicated to shrinking government are pushing for the
adopton of TABORs in other states, Currenty, Colorado is the only state with 2 TABOR.3 In
2005, TABOR proposals were introduced in abour half of the states. Noae of these proposals has
yet been adopted, but pro-TABOR efforts are expected to continue.

The following sectons describe the impact TABOR has had in Colorado. Any state that follows
Colorado’s example and adoprts a TABOR. could expect similar results.
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Colorado's Falling Investment in K-12 Education

i Cifference Betweean Colorade and the National Average

g: Calorado Minus 1.5, Average

mendment
23 Adopted

Per Pupil K-12 Spendin
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TABOR conmbuted to 4 decline in Colorado’s K-12 educaton funding, with harm#fu] effacts
across the state’s educational system.

- Between 1992 and 2001, Colorado declined from 35% o 49t in the naton in K-12 spending
&5 4 percenrage of personal income. ¢ Thus, even as the stare was becoming more prosperous
during the economic boom of the 1990s, it was weakening its commirment to K-12 sducaron.

- [0 1992, Colorado’s average per-pupil I{-12 funding was $379 below the national average. By
2001, it was $809 below the natdonal average.’

+ Berween 1992 and 2001, Colorado declined from 30% to 50t in the naton in average teacher
salary compared to dverage annual pay in other occupatons.’ A decline in reacher pay
relative to other employment oppormnities s likely to reduce the quality of teachers over rime
by making it harder to recruir and rerain them

+ In 2001, Colorado ranked 415t i the nanon m the Average number of students per teacher.?
« More than 90 percent of school children in the Denver metropolitan area were in

overczowded classrooms, according to 2 2000 study by the U.S. House of Represearatves
Commities on Government Reform.3



i The Conseguencas of Low Teacher Pay ‘

Colorado educators anc nalysts point out thar jow teacher pay — one resul; of the educagon funding

(=]

| . s .
| squeeze unde: TABOR __ FIPEdes efoms to find and keen quaitfied teachers,

+ “The imigal salary [makes 1] very difficulr ro atzact candidages — Jack Krosner, Direcror of

Irect

Human Resources for Douglas Coungy:

+ “After sevesa years, Lrtf::lChcirSJ find thar they are ner Zetng ahead Brancially, [ z6; year, we had a
17 percenr weacher trnoves, and rthat's the Primary reason.” Superintendent Mel Prensser,

i
’ Eagle Counry Schgol Districr, i

|

. |

* “[Tlhe main problem [associated with reacher salazes in Colorado] pertains to the ability w0 aracr [F

skilled teachers.” __ 2002 study by the Colorado Cenger for Tax Policy, an independent research !

- . . ~ = s - - |
Prganizauon, and the Daniels College of Business a¢ the University of Degver i

g ] g b !

|

‘Cuoted in Bill Scanton, “Teacher Shortage on Horizon,” Rociy Monnzain News, February 2, 2000, p. A4,
i Quoted in Steve Lipsher, “Mounrain Housing Costs Peaj » Te Denper Pogr A ol 9, 2001, p. B4, *
Qu ve Lipsher, 1sing , »Ap=l9, 2001, p ]
| i Elisabema Basilico eral, “Teacher’s Salanes in Coloradp: Reasons Consequenceg and Alternagvey for Below
3 3 ’ 1 t]

“vezige Compensaton,” July 200z, www.cpec:ente:fnnm:poﬁa'.r;rr;"reaor{s/@ﬁ—tancbc:s salages pdf

TABOR has weakened both local and stage sources of K-12 funding, Even before TABOR’s
1992 enactment, the ability of Iocal §OVernments o fund educadeg had been undercur by a
PIOperty tax imitadon adopred in 1982, The state had pardally compensared for the resulang
decline in loca] educztion fonding by Inczeasing its own funding. TABOR wors ened this simadon
In two ways. Fimst, it placed further restictons on local governments’ contro] over their own
revenue: TABOR limics the annual growth in local Property tax revenue to the surm of inflation
and 2 growth factor (such as the change in student enrollment), and j; prevents local governments
from raising PIOperty tax rates withour voter approval. Second, by limiting the amount of revenues
the state could keep, TABOR miade It impossible for the State to maintain its own funding
commirment 0 educaton — much less ©o connnue making up for the Josg of local funding. ¢

As a result, overa]] K-12 ﬁmding per pupil in Coloradg declined during the 1990s, afrer adjusting
for infladon.

The underfunding of educatiog had significant tonsequences for schoo) districts, such as
Increased class sizes, texthook shortages, dirty classrooms (due to reductions in Janitorial staff),
and teachers having o buy their own classzoom supplies.!® By 2000, districts across the STate were
curing back on their Programs and services.

As just one example, Adams 12 school district, located abourt seven miles from downtown
Denver, was forced oo impose reductions g teacher salaries, classzoom supplies, transportanon
and nursing and psychological services.- The district also had 1o eliminate funding for full-day

kindezgarten and Increase Sports fees, 11
These cuts occurred ar the same dme the state was providing millions of dollars of refunds ro

Colorado t2Xpayers, a5 required by TABOR. The state refundeg 3679 million in y revenues in
1999 and $941 million ig 2000.
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As Coloradoans saw the damaging effects of the decline in K-12 funding, they put a
constmutional amendment op the ballot in November 2000 that would require the stare o increase
pe=pupil funding by at legst One percenrt above inflation each year for ten years, and by at least
inflation thereafier. This amendment, known 1 Amendment 23, passed.

The problem, however, is that Amendment 23 doeg ot provide Colorado with enough money to
get out of the hole caused by past underfunding. As evidence of this, Colorado’s k.12 funding rose
after Amendment 25% snactment, burt the state 54]] spends several hundred dollars less per pupil
than the national average (Figure 1). And while Colorado’s Per-capita personal income g 10
pezcent above the natonal average, average salaries Sor Colorado teachers ire seven percent belyw
the narional average.

Higher Education

Lnder TABO higher educadon funding in Colorado has declined significantly —— by a larger
(=) (= D J h o
amoung; in facr, than any other major Program areag, 2

+ Berween 1992 and 2004, Colorado declined from 35t t0 48" In the nadon in higher educadon
fundj_ng 25 a share of personal income. In 1992, Colorado speat close o the natonal average
on higher educaton ov this meag: e; by 2004, it speqny just 37 percent of th

LLCT

€ natcnal average
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Source: Colorado Joint Sudget Committee and the Center on Sudaget and “olicy Priorilies.

+ Berween 1995 and 2003, funding per resident higher education stud

ent in Colorado dropped
by 31 percent (from $5,188 w0 $3,564) after adjusting for inflaion 13 Funding per resident
student in Colorado is now lower than at any dme in che past 20 years, a
inflation. ’

frer adjusdng for

The decline in funding per resident student has atfected all schools in the state highez educadon
system. Funding declines have ranged from 41 percent ar the University of Colorado system o 21
percent at the community college system (see Table 1).

To compensate partally for decreased state funding, most public higher education insdmmbons
have raised tuidon in recens years. Between FY 2002 and FY 2005, system-wide resident tuidon
(adjusted for mnfladon) increased by 21 percent. At certain schools, however, taidon increases wers’
much greater. For instance, during this same time peziod, mition increased 31 percent for residents
in the University of Colorado System, 32 percent for residents at Forc Lewis College, 30 percent for
residents ar the Colorado School of Wines, and 28 percent for residents at the University of
Northemn Colorado.

Even after taking these tuition increases into account, higher educadon funding has sill
decreased in recent years. Total funding per full-fime resident student — the combination of
General Fund appropriations and tuition — declined by 13 percent between FY 2002 and FY

As described below, the harmfu] effects of the decline in funding have rippled through the
state’s higher educadon system. They also have created ¢

onsiderable WOrry among the state’s
business leaders (see box). David Longanecker, E

Xecutve Director of the Western Inrerstate
Commission on Higher Education tecently noted, “T'm often quick to say the sky
Now, I can’t find the data chat suggests Colorado is not in trouble. T was In
before a state higher-education board, and they were saying, ‘Life could be
in Colorado.” 1

1S not leﬂjng.
Arizona recently
worse — we could be

00—
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Business Lsaders Concerned by Higher Education Cuts

Emphasizing that investmenr in higher educadon is a key part of a successful 2cononuc develooment

stategy, Colorade’s business leaders are exoressing widespread concera abour the state’s

funding cuthac

i T . = L g A . Tl ViR VY - 3 & lesrsii] e = = - e \-”
= Llne bouom line s thar instrudons of mgher learning in Colozado will zondnue sufter funding
snortfalls under the present

; Lt you ask the business commuaity, 2 §TOng s¥stem of highes
educaton is at the tou of the list for economic develoomenrt and the creadon of jobs.” — Diick
Robinson, CEQ of Robinson Dairy and member of the Colorado Economic Futures P

e5 Paneli
+ “Colorado’s hugher educanon] system is ar sk, The way we're gomng — because of TAROR and
“Amendment 23 — we're going w0 be basically out of public funds. . . . [S]peaking fzom a business

STAncpoint, we're toncsrned because our success depends on the qualicy of the hipher sducanon
point, : juali g
system.” — Ravmond Kolibaba, Vice Prasident of Space Systems, Raytheon Companys

+ “A lack of oubliclr-funded higher educadon instrutens could leave our high school graduares withour
affordable igher 2ducaron opucns, further exacerbating our struggles to ‘grow our own’ highiy
educared workfores, At the same tme, our businesses could be lefr uncermin about the resource

fowing frem higher sducadon insdmidens” — The Public Educadon and Business Coalidonii

« “[Ker busiaesspeople and comrmunity leadess rall us | . [fhey are locking at the broader issues thar will

shape the furure of Colorado, fom the well-being of our higher education centess o the avatlability o
skelled workess as our economy improves.” — Bruce Alexander, President and CZ0 of Vecrs Banlk
Colorade, commendng on 2 July 2005 survey showing that 71 of 100 Colorado business leaders
idennfied TABOR as their 1Op concsmiv

+ “For bustinesses tc be successiul, you need roads and you need higher educatdon, both of which have
gotten worse under TABOR and will contnue to ger worse.” — Tom Clark,
of the Denver Mewro Chamber of Commercev

' Dick Robinson, “Solutions o Fuading Coloradoe’s Colleges,” Tae Denver Post, Aprl 17,2008, 5. E3.

i Quoted in Suzanne Weiss, “Colorado Leaders on Educanon. Picldng Their Brains,” HeadFirse, May 12, 2005,
wrww.headBrseeolorado.oro/adm/view ardcle.ohplisiore 1d=132. Another ardcle rep

Colorado lawmakers thar he has seen firschand the problems cawsed by curs to higher sducarion. He said that he 1s
having trouble bringing workers o Colorado and recnwnng at local colleges becavse of desp curs the state was forced
make In these areas people consider impormant to their quality of life, Steven Paulson, “Debate begins over fixes o
stte’s economic woes,” The 4 irocared Prass, February 2, 2005.

i The Public Educadon and Busiaess Coalirion, “lavestng in the Next Generation: How Edueznon
Economic Furure,” November 2004, www.pebe org/surwork/nolicy/ed-ccon. ndf

v Quoted in “New Survey Shows TABOR is Top Concern Among Colorado Business Leadezs; Vecma 100 Survey o
Track Tssues and Views ameng [nfluental Executves,” Businers Wire, July 12, 2005.

* Juoted in Daniel Franidin and A.G. Newmyer 1, “Is Grover Over?,” Washington Monzhiy, March 2005,

Funding Cutbacks Have Had Severe Effects

senes of painful steps. For example, University of Colorado (CT) has laid off 236 faculty and s

xecunve Vice Presidear

orted that Kolibaba recenty cold

Drves Colorade’s |

T

to

Faced wath sceadily decreasing funding, higher education institutions have been forced to talce 2

Tarc

and eliminared six acadernic programs over the past three vears. Construcdon funding has besn

cur by 5121 million for projects currenthy underway at CU, aven though C1J was already facing
3400 mullion mantenance backlog.

a
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c 5
osinons have gone uniilled, even as enrollmen; has grown 20 percent, Also
DOIT g 32 tenured faculty in 2002 because It could not match offers from other
colleges. CU lost 16 enured professors in 2004, twice the usual number, because they were
zeczuited by colleges offering higher salaries. 16

(=]

And if Referendum C — the proposal to partially override TABOR lixiirs = dosy ot pass in
November 2005, schaol orcials predicr things will ZET even worse. University of Colorado
president Hank Brown believes that “if C doesn't pass, there will be no aid for higher education 2
decade from now... and migegs would eventually rse to what they are ar private universiges.”
Colorado Srate University president Larry Penley expressed similar sentment, “Colorado State

Univessity could become a private school if voters don't suppert budger reform 17

LB e

Public Health Programs

Public health programs have suffered under TABOR a5 well. Berwesn FY 1992 and FY 2004
state funding for the Department of Public Health and Environment declined DY one-third as a
share of personal Income, even as Colorado’s populadon grew rapidly.18

bl

The underfancﬁng of Colorado’s public health system has had serious conmseguences.

+ Berwesn 1995 apnd 2003, Colorado declined from 24% 1o 50% jn the nation in the share of )
children who receive their full vaccinadons. Unvaccinated children are at much greater sk of
geting measles and whooping cough. Moreover, medical research shows that vaccinared
children are much more likely to ger these diseases when they live in areas with unvacclnaced
children. While severa] factors determine a state’s immunizadon rate, a recent Colorado
Health Insurute study concluded thar “spending restrictions” are a facror in Colorado’s low
ranking, since TABOR does not gtve Colorado the same flexibility 25 other states to meer
changing needs. 19

* From April 2001 to October 2002 the state was forced to suspend its requirement that
students be fully vaccinared against diphtheria, tetanus, and pertussis (whooping cough)
because Colorado, unlike other states, could not afford o buy the vaccine 20

+ Between 1992 and 2002, Colorado declined from 23 (o 48% in the aadon In access to
prenatal care, a sign of funding shortages in local health clinics. In an effort to increase access
to prenatal care for low-income women, the state launched the Prenatal Plus Programin 1996,
bur financial pressures have forced the closing of a number of local sites. 2

Among the casualties of the decline ig public health funding was 1 srage program thar provided
local public health agencies with vital revenues. The canceling of this program in 2002 forced
many counties to eliminate 2 range of services, fromaimmunization clinics to car-seat safery
education. While plummem’ng STATE revenues during the economic downrurn were the immediate
cause of the program’s cancelladon, TABOR has cemented this cur in place and prevented the
restoradon of funding. 2

J/-12



‘ The Consequences of Funding Declines in Public Health Programs

ng fnding does Tanslate o difficuly m DIDMmoung immunizatons” — Ned C

taczz, Colorade Deparrment of Public Health and Faviroamens

* “Trzeally is a mavesty that a state as wealthy a5 Colorado and with as high an sducanonal leve) has
restective health policies than Missiges

=T

©pi, Alabama, Texas, Wyoming, [and] New Merico, ¢

|
|

mexcusable” — Dr. Stephen Besman, Professor of Pediarrics at the University of Colorado School

LI =iC I

Medicine and former Presidear of the American Academy of Pediarricsi i

i

. e - - : - - 2 - = :
‘uoted o *Costs of Compmcmqr, Gaverzing, Fehruary 2004, p. 26-8, 30-2, 343 i
i Quored in Diage Carman, “Bad policies aid and aber 2 ldiler: du,” The Denver Post, December 7,2003, p. B1. i

|
|
|
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Funding cuts like these have forced public health agencies to make difficulr radeorfs. “Becy

use
5 BEEE wed r dollars Bind our eoes sibii- 1 Ith sezvices, there were no vood choices -
per capita and counrty dollars fund our core pubhic nealth services, there were ng good choices o
be made,” said Dr. Adrenne LeBailly, direcror of the Larimer County Department of Health and

Environment 22

Larimer County responded to the shorefll by, among other things, eliminating hazardous wasre
Inspectons and inspecticns of leg cdng underground storage tanks; reducing health Inspectons o
idren
thrve in their home environment; scaling baclk health-care programs for special-needs children and
prenartal misk reducton; and reducing public-informarion and tobacco—pzsvention servicas.?* While
some funding was later restored, these curs In services seriously hindered the department’s ability
10 provide health services to the county.

festaurants, school cafererias, and grocery stores; closing a clinic designed to help at-risk chj

Medicaid

TABOR also has hinderad Colorado’s ability to provide health coverage to its vulnerable
residenrs through Medicaid and related health care programs. Unlike educadon and public health,
Medicaid has not experienced large 'Eunciing declines in dollar terms under TABOR.

— Nevertheless, Colorado {like other : ' ' : _
states) faces critical health-care : CH 1RA
challenges posed by the steady —— '

rosion of employer-sponsored health
coverage and rising health-care costs.
Unlilze other states, Colorado must
also contend with TABOR, which has

left it withour the necessary resources Who Are Covered bv Medicaid Y
Are Uninsured 20,

. . s
+ Berween 1992 and 2004 the | Low-ncome Children

to meet these challenges, Low-Income Adults Under 65 Who |
N i
Who Are Uninsured !

0
lacking health insurance doubled in Colorado {from 16 percent to 32 percent) even as it Zeil in
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TABOR Weakens and Limits Medicaid

Expess agres that TABOR is a Ley reason why Colorade cowd not idcquﬂteiy addrass irs problems of

pelow-average Medicaid coverage and above-average percentages of vninsured residenrs.

. “merov:ng access to affiordable insurance is 2 paracularly difficult prodlem in Colorado becanse of
Umitatons on incrensing stare spending by virte of the TABOR “Amendment. . . . Ewven thougn
Colorado was climble © receive up 0 342 million in federal marching funds 1 1998, we could producs
only 37 mullion in state funds and ended up with a small fraction of whar could have been curs.” - Dir
Gary Vander4 vk Coalition for the Medically Underservedi

- "[The reason the sarte did not provide Medicaid coverage 1o more children] was absolutely 207 the

reczssion, because at the same tme, we wers gming money back o the taxpayers — 3100, 5200, 3300.

1

41

In zeturn for thar, we had 190,000 umnsured children, half of whom would poteanally be sligible for
Medicaid or the child health plan, yer we wezen't able 1o get these kids health insurance because we
didn’t have the budger Hexbility under TABOR” — Dy, Stephen Bezman, University of Colorado
School of Medicinei

* “[Bludgerary conswaints such as those resulting from the Taxpayers Bill of Righrs Amendment
(TABOR), combined with increasing medical costs, make the further erosion of government program
reimbursements [to health-care providers] a stark reality. Such szosion will only sezve o farther
perpetuare the escalation of uncompensated carz, insurance premiums and, ultomarely, the ranks of
those unable w afford Drvare cové:nge.” — Deaver Mewo Chamber of Commercsé

' Dr. Gary Vander ik, “Rx for che Uninsured: Casting 2 safew net for the indigear.” The Denver Posz, February 28, 1999
p. Il - ’

i Dr. Stephen Berman, Intervew, June 2005.

‘i Denver Merro Chambe- of Commexce, “Medicaid, the Uninsured and the Impact on Your Business,” 2001,

. denverchamber oro /chamber {paffairs "Whirepaper.pdf

3

the nadon as a whole (from 21 percent to 18 percent). Colorado now ranks last arnong the 50

states on this measure.

+ In Colorado, the percentage of low-income adults under 65 without health insurance rose from

31 percent in 1992 to 46 percent in 2004, dropping its ranking from 204 to 48,

« In 2002, Colorado ranked 49% in the nation in both the pezcentage of Jow-income adults under

65 and the percentage of low-income children coversd by Medicaid.® This indicates thar in
Colorado Medicaid is not fully performing the funcron for which it was designed.

+ Consequendy, low-income adulis and children are much more likely to be uninsured in
Colorado than in the naton as 4 whole (Table 2).26

Simply put, Colorado’s Medizaid program remams one of the most limired in the country. “For

the most part, the Colorado Medicaid program is a ‘bare bone’ Program providing mainly the
federally required services for federally required populadons,” the Colorado Joint Budget
Commitree staff noted recently ¥ For example:

1
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Corrections Expenditures Outpaces TABOR Formula |

§ Millions

)

Papulation - inflation J!

‘|

‘iz |
3100

1298 1geg 2000 2001 2002 2003 2004

Fiscal Year

Sourcs: CBPP walysis of Coloradg Legislanve Counel dam.

which is just 39 percent of the Poverty line. Only seven othe
eligibility standards. 28

In Colorado, a worging famnily of three i neligible for Medicaid if its income exceads 36,132

T states have stricter Income

Colorado is one of only 15 states that does nor have 5 “medically needy” Medicaid opton,
which provides tOverage o people whose gross income modestdy exceads Medicaid limits but
who have high medica] bills that reduce theyr disposable income beloy Medicaid limirg 2
Colorado is one of only six states char Impose an asser test on children applying for Medicaid.
[n Colorado, children whese families have more than $2,500 in assets are ineligible for
Medicaid, no matter how low the family’s income js.30

Colorado’s separate health program for low-income children, known a5 CHP+, is one of the
MOST restrictve of any of the State programs established under the State Children’s Health
Insurance Program (SCHIP). Colorado js one of only six states thar limnit its children’s health
program to families with incomes of 183 percent of the boverty line or lower, 3t (SCHIP
provides states with feders] matching funds to cover children whose
be eligible for Medicaid but not enough to afford Drivate insurance,
tamulies are not offered health Insurance on thejr jobs or if they are,
Premiums for family coverge.)

families earn 100 much g
Most parents in such
they cannor atford rthe

/15



TABOR’s Cost Becoming Clear

‘

|

|
Colorade have become increasingly cleas in TECERT yeass, as these stmrements |
Zh ¥ : ‘

imposed by TABOR curb the recovery of our public-secror budgets to the point where the stare i5
challenged in jrs =f

!

i : : ]

- “Now, as the economy has slowly begun o recover, we are learning thar the revenue and spending limirs |

!

] 1 4 ; . 1 . 1 ' ' i

PLlS TC adequately provide services such as higher educadon, health care and i

tunspormauon. Because of the aegatve aconomic impact of chis staun, the Denver Merrg Chamber of |
Commerce supports fscal reforms thar allow the state budger ro recover, while promonng responsible,

bmited governmenr” Deaver Merro Charmber of Commercs

- “Coloradoans weze wold in 1992 . . . thar [TABOR] guaranteed them 2 sighe to vore on any and all cax
increnses. . . . What the public didn’t realize was thar it would contain the strczest tax and spending
limitation of any state in the counuy, and long-term would hobble us economically.” — Tom Clack,
Execudve Vice President, Mewo Denver Economic Development Corporauoni

+ “While the cconomy is expected 10 grow in fiscal year 2005-06 and General Fund revenues will increase
5.3 percenr, the amount of Genera] Fund available under current law is approximately 380 million or o
1.4 percent increase. . . In FY 2005-06, 380 miilion only covers abour 54 percant of the expected
growth in Medicaid and K112 sducaton, leaving those programs under-funded and the remalning state
priorites without any funding.” — Governor Bill Owensii

|
|
|
I
%
|
|

* “The [TABOR] formula . . . has an msidions effect where it shrnks governmenr every year, year afrer
Fear after year after year: iv's never small eacugh. (Al some pomt you'll be cuthng services thar people
will start objecting to, 2nd thar's when change happens. That is ot the best way to form public policy.”
— Brad Young, former Colorado Representanve (Republican) and Chair of the Joiar Budger
Commirte=iv

+ “When TABOR was enacted, roughly 25 percenr of the state budger went to funding higher education: ir

is now under 10 percenr. . . Without TABOR reform there js only one result — the end of stare
funding for higher educaton by the end of the decade.” — Michael Carngan, University of Colorado
Regenrr

* “[Business leaders] have figured our that no business would survive if it weze run like the TABOR
faithful say Colorado should be run — with witherag tax support for college and universites,
underfiunded public schools and a frure of crumbling roads and bodges.” — Neil Westergaard, Editor
of the Denver Business Journals

' Deaver Metro Chamber of Commerre, “Statemnent on TABOR,” March 2005,
www. denverc hnmbe:.nrc_r /oaffairs /rabor.asn
iQuoted in “The Real Stary Behind TABOR, DVD, Ceater on Budger and Policy Pronnes, Ocrober 2005,

# Governor Owens, “Submission of Y 2005-06 Budger to the Joinc Budger Commirtee,” November 9, 2004,
Www. state.co.us/gov_dir/gnvny rii_t.f’f.)sobf’ﬂoverm_wr.sbuclnct/;_rqvbudv erreq05-06.pdf

~ Quoted in “The Real Story Behind TABOR " DVD, Ceater on Budget and Policy Prondes, Ocrober 2005.
“Michael Camigan, interview by ColoradoP ols, March 2003,

bup:/ "colomdom:iiticnlncws‘b[r)cmc:)m/'colrxud() political _news/2005 i053/00 with cu reve hrml

7 Ml Westergaard, “Business folks fed up with TABOR. worship,” Denver Business Jozurnal July 22, 2008,




Corrections
Corzectons speading grew ar ap average annual sate of 10.4 percenr between 1992 and 2004,
faster than anv orher pProgram area and subszanaaﬂy faster than TABOR’s inflanon-plos-

populaton formuia. 32 Correctons spending in 2004 alone was $155 million more than it would

have been if it had ~emained within the TABOR limir since TAS OR’s enacument (se= Figure 3)
Corzections’ sesming immunity 10 TABOR is due to the fact that it is governed by stre crimica)

codes and seatencing laws. If state law says thar a certain come mandates a certain seatence, the

Lepartment of Correcdons must comply by imprisoning the offender and assurmung the associated

cosis (housing, security, food service, medical care, and 50 on).
The main reason for the large growth in correction spending has besn whar the Departmen
(Correcdons terms “anprecedented gzowth” in the inmare populadon. Between 1985 and 2(
Colorade’s inmare populadon inczeased a staggening 440 percent or more than son izmer the
in
the general populaton {43 percent). Since TABOR’s adopdon, the prison populadon has grown
three times as fast on average (6.9 percent per year) as the general populadon (2.3 percent per
year).

The growth in the inmare populaton partly reflects 1985 legisladon that doubled the madmum
sentence for felonies. As a resuit of this legislation, the avezage length of stay for new inmares
nearly tripled. Subsequenﬂy the legislarure attempred to slow the growth 1n the inmare poDulation

1

0y relaxing cerrain sentencing policies, bur with only limited success.

So quickly has che prison population grown that even the lazge Increases in state cormections
spending have not been able 1o keep up. Colorado’s corrections facilites were Operanng g
110 perceat of design capacity as of 2003.5 This is not sustainable: overcrowded prisons can
bring a host of problems, from escalatng violence to increased litigadon by inmates. To recufy rhe
situaton, the Department of Corrections will need even more money to expand facilides. FEven
59, overcrowding is likely to condnue, since the poseon population s expected to congnue
increasing. A conservative estimate by the Legisladve Council of Colorado is that the prison
population will grow another 20 percent berwesn 2005 and 2009.

=
]
I¢]
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While Colorade is not the only state facing a rapidly increasing prison populaton and the
assoclated financial burdens, it is the only state with 2 TABOR, and that has put Colorado in a
tezzible bind. Undez TABOR, if spending grows faster than the inflation-plus-population formula
il one area of the budger — such as corrections — then other budget areas, such as education
and/or public health, must be squeezed even more to keep overall spending within the TABOR.

limir. As che Colorado Legislatve Council recently noted, “If inmate population growth excesds
the state’s population growth (assuming inflation affects the TABOR limit and departmental costs
in the same amount), expenditures of the department may excesd the TABOR kimit and create

additional budgetary pressure for the legislarure o meer the aggregate TABOR spending lirnir.” 3

//-/7

,__
[



Conclusion

; state residents rely. Each year
formula produces a maximum expenditure level that is below whart ic needed, and all state
priorimes must comperte for this inadequate level of funding. If one area, such as correcrions
first in line because of legal requirements, the funding available for all other services shrin
further. While the cuts in any one year may be modest, the cumulatve effect of annnal ~eductions
over a number of years is devastatng.

ome 13 years after the adopdon of TABOR, Colorado is feeling the consequences of this

o w

progressive starvation. As described in this report, services have deteriorated to the point at which
the quality of life in the state has been undermined — and the state’s potendal for zconomic
development has besn weakened. Whar has happened in Colorado should be a cautonary tale for

a0y other state considering going down the TABOR path.

End Notes

! Income data from the Burean of Economic Analysis (’W\wv,bn::\.vovf'bcﬂ.f'ue'.xrsrei."SPT.Ne'-,n'she.lsﬂ.st.hm‘l and Educanonal
Anunment dara from the U.S. Burean of the Census (wrww.census. onv/ Pregs-
Release /www /releases /azchives /educadan /004214 beml),

> Rerereadum Cis par of the Colorade Economic Recovery Act, which also includes Referendum D, a bornd issuance to
provide funding for cransporration, hugher educaden, and K-12 capiral improvement projects.

* Three clemenrs discnguish Colorade’s TABOR frem othes states’ mx and expendinure limirs (TELs): itis in the state
consdunon; it limirs growth of government services to a formula of inflation plus populadon growth; and a voce of the
people is required o overdde the limit. For a derailed discussion, see David Bradley and Iris . Lav, “In a League of Their
Own: Colorado’s TABOR And Ohio’s Proposal Are More Resticave Than Other Limirs,” Camter on Budger and Policy
Prionnes, June 2005, Www.chop.org/6-20-05s70. hem .

Economic Analysis (BEA) data. Currenr expendinires provide funding for the operadng costs of K-12 schools.
Expendinures include items such as salanes, fixed charges, transpormden costs, school books, marerals, and £nergy costs
but do aot include capial expendinures and intezest paymenrs on debr,

* Cenrer on Budgert and Policy Pronry (CBPP) calculation of Nadonal Educarion Association (NEA) and Bureau of

> CBPP znalysis of Nadonal Center for Educadon Stadsacs (NCES) dara.
¢ CBPP calculaton of Natonal Education Assocaton (INEA) and Bureaw of Labor Swmdstics (BLS) dara.

" CBPP analysis of NCES and NEA data,

* Commuittee on Government Reform, U.S. House of Representatves, “K-3 Class Sizes in Deaver, Colorade,” Seprembe:
2000.

? The property rax limit, which was enaczed in 1982, Is called the Gallagher Amendment. It reduced the aon-resideacal
property wx rate and required thar the rario betwesn valuation of residential and n onresidenal propezty be kepr constane.
This means that when the value of residenrial property nses more quickly than thar of noo-residential property — as has
been the case in recent years — the residendal assessment rare must be reduced ro maintain the ratio. TABOR worsened
this limit by requiring mill levies o fall when propery tax collectons increase by more than inflation plus new growth and
by nor allowing miil levies to dse when collecdons do ot keep pace with infladon and aew growth. Despire an increase of
09 percent in assessed value of property in the stace from Ascal vear 1994 through fiscal year 2001, appropoadons fzrom
propezty mx revenues increased by only 28 percent dunng this pedod. The gap berween assessed value 2ad collecions was
due in large part to TABOR's estaines on mill levies, which declined from an average of 38.11 in 1994 to 29,04 in 2001
(Dara on assessed value, property wx collections, aad mill levy ate from the Colorado Department of Educarion.}. Given
these conserains, it 15 hardly surpasing that fzom 1993 0 2001, PLOPerty tax per pupll decreased by an average of 0.13 percent




per year and the local share of towml K

CICENC

ading declined rom 48 per

10 This t5 mrue even in school disincs s tha

de-Bruced,” thar s, distocs in which 2 majority of woress chose 0 keeo reveaues
lirmit for 2 specified ame pesiod. They soil faced che ave 1
mset the declines in stare speading.

in excess of the TABD

growing challenge of raising enocugn

money o

¢ Holly Kurrz, “Tough Times ar School,” Recky Mownsain News, March 5, 2000, p. 184
! : g ) 3 ) i L

w5 1 percentage of ol state personal income, toral own-source approphations for higher sducarion fell from 1.37 pesceat
o fscal vear 1 101 pezzent i Bscal year 2004, According ro CBPP analysis of Colorado Legislative Council daea, =his
desline excesds that of any other major program area.

“BPP analysis of Colorado Joint Budger Committes (JBC) dara. Funding is sxpressed as General Fund 1pDICDOATONS
for the Department of Highe: Educarion in 2004-05 (fscal year 2005) dollars per resident student full-tme equivaleat. The

1pDIropriatons aumber zxcludes runding for programs such as the Council on the

ts, the Colorado Hiscorcal Sociery, the
Cclorado Commission on Higher Educadon, 2tc., 5o thar it reflecss the actual stace ODeraiag suppor: for Insdrdons of

gher educadon. The comparison starts in 1995 because that is the first year char fully comparable dat are available by
insamton.
+ CBPP 1

alysis of Colorado Joint Budger Committes dara. Starting in fscal year 2006, Colorado will begin a new funding
system for higher educadon — the College Oppormnity Fund {(SB 04-189) — thar s unlike anv other state. Direct
appropoadens currearly fnding higher education institudons will be zeplaced by vouchers and “fes-for-

conracs. The Ceollege Oppormunity Fund also allows the General Assembly tc designate insdmurions of highes =ducation as
means that tuition and other cash revenue rhac higher educadon instrutons use will be 2xempt Tom

TABOR bmits. Twdoa will thus almost cezrainly rise even more to make up for vears of undesfunding.

secnce”

enterprises, Thy

in
[

Quoted in Dave Curtn, “Sere's colleges decry onances,” The Demver Post. Decamber 20, 2004, p.Al.

Wilbid,

7

Quorted in Julie Poppen, “CU presideat tours Refs C, D" Rocky Mountarn News. Seprember 12, 2003, pa1z
Ougceed in Jeanifer Brown, *
0. A1,

QT

C and D put CSU "ar a czossroads": Public orpovare?,” The Denver Posr, Seprember 9, 2005

8 Tt 15 impormar to nore that as a share of income, state own-source 1ppropranons for the Deparrment of Public Health
remained ata constant 0.9 in the decade pror 1o TABOR's passage. Thus, the state’s investment in public health programs
waus growing with the state’s income buc began to shrink after TABOR passed.

' Ranling is for the 4:3:1:3 sezles. By investng addironal funds to immunize childzen, Colorado was able to improve their
sanking to +3rd i 2004, Informeton on medical research from D. Feikin er al., “Individual and community nsks of measles
and permussis associated with personal exempions to immunizations,” Jeurmal of the Lmerizan Medizal Aesociation (Dec. 27
2000): p.3145-2150. For study, see Colorado Health Instimte, “Colorado Childhood Immunization Rartes: Policy and
Pracace,” May 2005, sww coloradohealthinstrre.org/Documents /O& 4 final.ndf

i

*0 There was 1 aancnal shormge of the Diphrheza, Teraus, Peztussis (DTAP) vacdine in 2000 and 2001. The Colorado
Department of Public Health end Environment suspended the school encry requirement for the 4% and 50 doses of DTAD
Most other states oaly deferred the 5% dose DTAP requirement and used state funds 1o purchase exisung vaccine at a highes
prce. Colorado, however, could not choose this option duc to o lick of state funding. See Colorado Health Instituce,
“Colorade Childhood Immunizaton Rates: Policy and Pracdee,” May 2005,

sruny. coloradehealthissinue.org/Documents / Q& final.pdf

! Ranking dara from Nadonal Center for Health Scadsncs, Centess for Disease Contzol and Preveadon. Information on
program pardcipadon from Colorade Deparrment of Public Health 2ad Eavironment, “Prenatal Plus T
Report,” ramous veors, www.cdpne.stare.co.us/ap /womens/ PreaarlPlus.aspZ AnnualRe

ogram Annual

* The state program is known 15 “per capira funding.” Colorade General Assembly, Joint Budeer Commuces, “FY 2005-
06 Srarf Brienng: Deparmment of Public Health and Eavironment,” November 10, 2003,

wrwwstate.cous/oov dir/les dirdibe/pubheabrfl.odf

¥ Lacrmer County Department of Health and Environment, “Proposed Service Reducdons w
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DVERLAND PARR

CHAMBER OF COMMERCE

LEGISLATIVE TESTIMONY

TO: Melvin Neufeld, Chairman
Members, House Appropriations Committee

FROM: Wes Ashton, Overland Park Chamber of Commerce
Also on behalf of the Northeast Johnson County Chamber of Commerce
Also on behalf of the Olathe Chamber of Commerce

DATE: April 27, 2005
RE: Testimony in opposition to HCR 5043

Thank you for the opportunity to offer testimony today on behalf of several business
organizations located in Johnson County and the more than two thousand member businesses we
represent. This testimony is offered in strong opposition to HCR 5043, which would impose a
supermajority requirement in the Legislature for any tax increase or any new taxes.

The Johnson County Public Policy Council, made up of all the chambers of commerce
representing Johnson County, included in its 2006 combined agenda a position opposing
TABOR and any “supermajority” requirements for taxing and spending issues at all levels of
government. Although the components of HCR 5043 would not be considered a TABOR
amendment, the concept is similar and is a significant deviation from our current form of
government.

Requiring 2 “supermajority” is a fundamental departure from traditional American government.
It would empower a minority of Legislators to control how funds are allocated. In the Kansas
Legislature, 42 representatives or 14 senators would be able to bar any form of a tax increase,
which could be needed for any number of future issues. This power could deadlock the
Legislative process during the budget debate, or seriously damage other priorities of the business
community that could require a tax increase in the future, such as our education system or a
development of a new transportation program.

Historically, Kansas has ranked in the middle of all states on its taxing rates. While no one
enjoys paying taxes, the money our citizens and businesses pay in taxes are responsible for our
quality schools and excellent highway system. Passage of HCR 5043 will likely set the stage for
the decline in our transportation, schools and quality of life.

Thank you for the opportunity to testify today in opposition to HCR 5043.
==
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Tobacco @%@&Kansas Coahtlon Inc.

Written Testimony in Opposition to HCR 5043
for the Kansas House Appropriations Committee
April 27, 2006

Chairman Neufeld and Members of the House Appropriations Committee, on behalf of the Tobacco Free Kansas Coalition, I
would like to provide our reasons for opposing HCR 5043,

The tobacco industry has long recognized the importance of recruiting the very young as customers. The profitability, if not the
survivability, of an industry that kills a third of its customers and disables another third clearly depends on constantly replacing
the patrons lost to disease and death. Recruiting children as new smokers adds years of profitable sales. More importantly,
children are more susceptible to the all-important addiction process per se, due to the vulnerability and plasticity of their
neurochemistry. In fact, the majority of new cigarette customers are children.

A strategic use of a tax increase is to decrease consumption of a product. In the case of cigarettes or of tobacco products, this
decrease in consumption works to the health advantage of the tobacco users and to the health advantage of the state of Kansas
whose Medicare program funds a significant portion of the treatment for tobacco-related diseases. When cigarette and tobacco
products excise taxes are increased significantly, tobacco consumption—and ultimately tobacco prevalence rates—decrease, and
increased health effects are realized.

Case in point 1s the 2002-2003 cigarette tax increase of 55 cents in Kansas. Youth smoking prevalence in Kansas is now down
to 21.2% and adult smoking prevalence rates are at 19.8%, a decrease due in part to the excise tax increase. In addition, the
revenues {rom that excise tax in Kansas have more than doubled since the implementation of the tax, providing funding for other
important program needs in the state.

Kansas legislators are elected to make laws for the state, including the decisions to set levels of expenditures and to provide for
the sources of revenue for those expenditures. They currently make these decisions under the time-honored basis of a simple
majority vote. To alter that tradition puts an undue burden not only on the legislative body, but on the citizens of Kansas. We
stand for maintaining the integrity of the Kansas Legislature and for keeping control for legislative changes in the hands of the
majority, not the two-thirds super majority proposed by HCR 5043. Such a change would dilute the power of the legislative
body.

We urge the committee to maintain the power of the legislature by rebuffing the effort to amend the Kansas constitution so that a
two-thirds majority vote would be required for an increase in any type of tax geared to supporting needed Kansas programs or
activities, an effort that inexplicably allows for a simple majority to decrease any tax.
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Adon Hauxwell, MD
President
Tobacco Free Kansas Coalition, Inc.
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KANSAS ECONOMIC PROGRESS COUNCIL

House Appropriations Committee
Opposition to HCR 5043
April 27, 2006
Kansas Economic Progress Council

KEPC is a business organization of over 200 local chambers, trade associations and
businesses. These members oppose TABOR and TABOR like statutes believing them to
be detrimental to the future of Kansas, particularly those government services vital to a
healthy economy and high quality of life.

Business has long recognized the need for quality government services in order to be
successful. That balanced partnership would be threatened by HCR 5043, especially in
areas such as K-12 education, social services, highways, higher education and prisons to
name a few.

Why is HCR 5043 a bad idea for Kansas?

It ties the hands of elected officials. The resolution replaces the normal legislative
process and legislative accountability with an inflexible and unworkable voting formula.

It stifles Kansas' ability to handle new challenges or new opportunities. We can't
anticipate challenges such as a public health emergency (West Nile virus) or
opportunities such as those presented by the development of new technologies. TABOR
would make it very difficult for the state to make investments in essential infrastructure
such as bridges and highways and to remain competitive in the world economy.

It does not take into account increased needs based on demographic changes. For
example, by making it very hard to respond to the growing health and care taking needs
of our rapidly aging population, the resolution will increase the burden on already
hardpressed younger families.

TABOR has been bad for Colorado and HCR 5043 will be bad for Kansas. Colorado
adopted this measure in 1992. Since then they have fallen from being ranked in the
middle on key indicators of child well-being to being on the bottom. Before the voters
of Colorado set aside the TABOR formula for five years last fall, it was estimated there
would be no state funding for universities by 2009. While TABOR is touted as a great
boost to economic development, Colorado has not kept pace with other Rocky Mountain
states in job development.

We would urge you to oppose HCR 5043.

HOUSE APPROPRIATIONS
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For nearly 150 years, our representative form of state government has made Kansas one
of the great states to conduct business and raise families. We understand that healthy,
growing communities are vital to the future of our state. Business cannot operate under

artificial formulas and caps and the services offered by state and local governments do
not follow the CPI of the free market Plagg Or necesg ﬁ'ri]y g0 down with a declinine or
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slow growing population. Business does recognize that it must be involved in the process
undertaken by elected officials to determine the priorities and balance for government.

= If TABOR or similar laws are enacted, the responsibility for providing
quality basic government services will stand or fall at the whim of a minority
of the voters, destroying our representative democracy.

= Quality state public services such as higher education and transportation are
tied directly to the economic growth of the state. As with the Colorado
experience, TABOR's caps on spending severely impacted those programs as
well as all other economic development programs.

= TABOR removes the state's flexibility to adjust to economic downturns,
emergencies and special economic opportunities.

* TABOR will result in the shifting to local governments for basic services like
roads and prisons. The tax base will shift from state income and state sales

tax to local property taxes, where business pays a much higher rate and many
communities cannot afford higher rates.

= Other consequences of TABOR include a proliferation of new governmental

entities to get around it as well as major increases on non-tax items such as
license fees, new homes, permits, tolls, etc.

* Rural communities who import significant state dollars will suffer first and
worst. And rural areas will be at a disadvantage in ballot issues compared to
the more populated areas of the state.

= According to the U. S. Census Bureau, Kansas has not been high in per capita

state spending. In 2003, Kansas ranked 37th, 35th in 2002 and 2001 and 37th
in 2000.

Common Sense, Community Success

10851 MASTIN STREET, SUITE 1000, OVERLAND PARK, KS 66210, (913) 4515124 17[ , Z
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TABOR

Taxpayer Bill of Rights

TABOR is a state constitutional amendment promoted to regulate growth in state and
local budgets under a highly restrictive formula. The idea is used to shrink state and local
budgets over time by cutting taxes when there is a surplus and reducing the budget when
there are deficits. TABOR requires voters to approve all increases in either taxes or
state debt, while limiting growth in state revenue. Some versions of the amendment
also impose separate revenue limits on school districts and local governments.

HISTORY OF TABOR:

The TABOR amendment was passed in 1992, making Colorado the only state in the
nation to experience TABOR. The effects of the amendment have taken nearly a decade
to appear because spending limits typically rise at a rate only modestly lower than the
cost of providing services. But as the state of Colorado has learned, the difference grows
and compounds significantly over the years. Several cities and counties throughout
Colorado have voted themselves out from under the limitations of TABOR.

= In 1991-92, Colorado ranked 35" in state and local spending for K-12 as a share
of personal income. In 2000-01, the state fell to the 49™ position.

= In 1991-92, Colorado ranked 30" when comparing the average salary of teachers
to annual earnings in the private sector. In 2001-02, Colorado fell to 50",

= In 1991-92, Colorado ranked 35" in state spending for higher education as a share
of personal income. In 2003-04, they ranked 48” in the nation.

= The appropriations received by the University of Colorado in FY 2004 were
roughly the same in FY 1995. However, the University has an estimated 4,927
additional students.

= Tn 1992, Colorado ranked 23™ in adequacy of pre-natal care. In 2002, the state
ranked 48™. (1)

On November 1. 2005, Colorado reviewed the effects of TABOR and a majority of
citizens voted to siop TABOR and retain state revenues. This requires taxpayers to give
up $3.7 billion in tax refunds over the next five years. The business community was so
alarmed that it raised a staggering $5.5M to support the campaign for the 5 year
moratorium.

TABOR has hurt the Colorado economy and business leaders don’t like what
they’ve witnessed. According to Deloitte & Touche/Fantus Consulting, a good
“business climate” depends as much or more on the quality of public services as it
does on the state’s tax level. The business environment in Colorado is quickly
decaying as the state’s net worth, representing the publicly owned capital stock that
provides the foundation for economic activity, is unparalieled.
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KANSAS AND TABOR:

The rationale for a TABOR amendment in Kansas is that it will control state expenditures
oneducation, social services, roads and bridges, prisons, insurance, etc. However, the
experience of our neighboring state shows that expenditures on these key services will be
dramatically reduced or eliminated all together under TABOR.

Why is TABOR so dangerous for our State’s Constitution? TABOR uses a restrictive
formula based on population growth plus inflation rate to set spending annually.
The amendment also becomes permanent in the state constitution, limiting flexibility
almost completely and making removal from the constitution extremely difficult.
Additionally, Federal mandates and unexpected costs cannot be met without squeezing
existing programs.

Unintended consequences of TABOR

b
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Burden is shiffed to the local level, increasing property and excise taxes.
Increases in jees for licenses, new homes and developments, permits, tolls, efc.
Inefficiencies (i.e. deferred maintenance on buildings and roads; outdated
technologies etc.)

Loss of federal money(1)

If Kansas would have adopted a TABOR amendment at the same time as Colorado. the
landscape of our state would be radically different. Kansas state expenditures would
have been $890 million, or 19 percent lower in FY 2005 with TABOR in place.
However, the potentially large cuts that would have been required to accommodate the
TABOR limits are astounding: (1)

10,000 K-12 teachers would have been cut(1)

The average pupil-teacher ratio would have increased from 15 to 23.(1)

The Health Wave insurance program for low-income children would have been
eliminated — State funding for Medicaid and the State Children’s Health
Insurance Program would have been $135 million lower in FY 2005 with
TABOR.(1)

Increased university tuition by an average of $1,400 — Higher education would
have faced a proportional share of state spending cuts in 2005 for combined cuts
of $123 million among higher education institutions. The system would have
quickly evolved to something only the rich could use.(1)

Incarcerating 1,300 fewer inmates — State funding for correctional facilities
would have been $25 million less than it actually was in FY 2005.(1)

No highway program would have been established in 1989 and 2000.

Bonds issued to build research facilities at KU, KSU & WSU would have
required a public vote.

Public votes would have had to take place to build jails, convention centers,
libraries and parks.

The State’s judicially ordered remedy to prison overcrowding at El Dorado
maximum security prison would have required a public vote.
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The Kansas TABOR proposal is very similar to the amendment currently in place in
Colorado. It holds annual expenditure and revenue growth to inflation plus population.
The TABOR proposal also reguires popular vote to override, just as the Colorado
amendment does.

OTHER CONSEQUENCES:
Expansion in numbers of governments has occurred in Colorado as a way of getting
around TABOR. The last thing Kansas needs is more governmental entities.

Rural Kansas would be the most devastated by TABOR amendments or statutes. Most
rural counties import significant state dollars to survive; in essence state funding is their
lifeline. With TABOR that lifeline is in jeopardy.

Additionally. when it comes to public voting, rural areas will be at the mercy of the more
populated areas.

Starving state government wiil put significant pressure on priority areas such as social
services and K-12 education. Therefore areas important to business such as economic
development programs, higher education and transportation will be the first to be cut.

A shift in the burden to provide basic services will occur from state to local level where
the only recourse will be to raise property taxes.

A review of actual government spending in Kansas over the past several years
does NOT reveal an alarming trend, in fact:

State and local taxes as a shar of personal income are the same percentage today as they
were in 1970 and the ratio has stayed about the same during that entire time period.
Kansas was 29th in 2004 for total state taxes per capita, 29th in 2004 for state taxes as a
%0 of personal income, 26th in 2002 for per capita state and local taxes and 27th in 2002
for state and local taxes as a share of personal income. (2)

According to the US Census Bureau. in the last few years Kansas’ per capita state
spending has remained below the national average ranking 37" highest in 2003. 35" in
2002 and 2001 and 37" in 2004. (3)

Sources:
(1) The Bell Policy Center, Center on Budget and Policy Priorities and the University of
Colorado

(2) All tax numbers and rankings directly from US Census. Rankings for taxes as a % of
personal income use US Census tax data and personal income data from the Bureau of
Economic Analysis

(3) US Census Bureau from Table states Ranked by Revenue and Expenditure Total
amount and Per Capita Total Amount — various years,
http://www.censuscgov/govsiwww/state. html
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