INTERNAL GOVERNMENT REVIEW OF AGENCIES

a citizens’ commission to draft sweeping
changes in California’s budget process.
The proposal urges the establishment of
a panel to review and modify the various
restrictions which affect the way rev-
enue is raised and allocated. The panel
would not be able to impose any changes
on its own, but would make recommen-
dations to the legislature. The panel may
provide a mechanism to build a broad
public consensus for budget reform rec-
ommendations to be submitted to the
legislature and ultimately the electorate.

In December, Assembly Speaker
Willie Brown proposed that budget pro-
cess constraints and complexities be
addressed through revising the state con-
stitution. At this writing, Senator Alquist
and Assemblymember Isenberg are
reportedly preparing legislation for a
constitutional revision commission to
reform the budget process.

LAO’s next major report is expected
in February, when it releases its analysis
of Governor Wilson’s proposed 1991-92
budget.

ASSEMBLY OFFICE
OF RESEARCH
Director: Steve Thompson
(916) 445-1638

Established in 1966, the Assembly
Office of Research (AOR) brings togeth-
er legislators, scholars, research experts
and interested parties from within and
outside the legislature to conduct exten-
sive studies regarding problems facing
the state.

Under the director of the Assembly’s
bipartisan Committee on Policy
Research, AOR investigates current sate
issues and publishes reports which
include long-term policy recommenda-
tions. Such investigative projects often
result in legislative action, usually in the
form of bills.

AOR also processes research requests
from Assemblymembers. Results of
these short-term research projects are
confidential unless the requesting legis-
lators authorize their release.

MAJOR PROJECTS:
AOR has issued no reports since June
1990.

SENATE OFFICE OF RESEARCH
Director: Elisabeth Kersten
(916) 445-1727

Established and directed by the Sen-
ate Committee on Rules, the Senate
Office of Research (SOR) serves as the
bipartisan, strategic research and plan-

ning unit for the Senate. SOR produces
major policy reports, issue briefs, back-
ground information on legislation and,
occasionally, sponsors symposia and
conferences.

Any Senator or Senate committee
may request SOR’s research, briefing
and consulting services. Resulting
reports are not always released to the
public.

MAIJOR PROJECTS:

California’s Tax Burden: Who Pays?
(Part [—September 1990) presents an
analysis of the personal income tax
(PIT), bank and corporation tax, and
property tax, describing the allocation of
tax burden for different categories of
taxpayers. Each of the three sections
contains an historical account of the par-
ticular tax, an overview of the tax, an
analysis of the proportional burden of
the given tax, and findings and recom-

mendations.

-Personal Income Tax. PIT revenues
constitute the largest source of state
monies. Through 1990-91 PIT, Califor-
nians will generate over $18 billion to
the state’s general fund, which is 44% of
the total. Since tax reform in 1987, PIT
has declined most for low-income tax-
payers, with more moderate declines in
taxes for middle- and upper-income tax-
payers. In 1988, approximately 54% of
total PIT came from married taxpayers
with incomes over $100,000. To provide
more tax equity, the report recommends
reducing tax exclusions, exemptions,
credits, and preferential rates.

-Bank and Corporation Tax. Corpo-
rate taxpayers are the third largest source
of revenue for the general fund, provid-
ing over $4.26 billion in taxes in 1988.
Corporate taxpayers are actually subject
to three different taxes, depending on the
amount and type of business conducted
in California. Banks and corporations
may be subject to franchise tax (a tax on
doing business in California), corporate
income tax (imposed on out-of-state
companies doing minimal business in
California), and/or an additional tax on
banks and similar institutions in lieu of
personal property tax and local business
tax. Almost 500,000 corporate taxpayers
filed returns in 1988. However, adjusting
for inflation, tax revenues collected from
banks and corporations have declined in
the last five years. When this tax is
increased, corporate stockholders bear
the immediate burden; over time, how-
ever, corporations have the ability to
pass the tax increase on to consumers or
employees.

-Property Tax. Property taxes are
assessed and collected locally. In 1978,

Proposition 13 cut property taxes by

57% and reduced local revenues by
52%. Generally, Proposition 13 limited
the increase in the assessed value of
property to 2% annually until the proper-
ty is sold or undergoes new construction.
The tax is a 1% levy on the assessed val-
ue of the taxpayer’s real property, and is
the largest source of revenue for local
governments. In 1990-91, property tax
will generate approximately $14.5 bil-
lion for counties, cities, schools, and
special districts.

Because of Proposition 13, disparities
between market value and assessed val-
ue may be as high as 13 to 1. The owners
of similar properties may be paying
extremely different amounts of property
taxes while receiving the same local ser-
vices. Three cases challenging the con-
stitutionality of Proposition 13 are cur-
rently moving toward the California
Supreme Court. (See infra LITIGATION
for further information on these cases.)

Part 1I 'of this SOR report—which
will review the sales tax and special tax-
es on tobacco, alcoholic beverages, and
gasoline—is scheduled for fall 1991
release.

Tackling California’s Demand for
Foster Care: A Strategy for Change
(December 1990). This report focuses on
the expanding need for and problems in
the provision of foster care. The report
notes that the number of foster children
in California is increasing nearly four
times faster than the general population.
In 1983, California reported 39,000 chil-
dren in foster care; in 1988, over 65,000
were in foster care; and in August 1990,
the number reached 79,247. The propor-
tion of children under six and African-
American children in the total number of
foster care children is increasing. The
changing picture of foster care is compli-
cated by the significant number of drug-
exposed babies. (See CRLR Vol. 10, No.
4 (Fall 1990) p. 49 for a summary of
SOR’s July 1990 report entitled Califor-
nia’s Drug-Exposed Babies: Undiscov-
ered, Unreported, Underserved.) Addi-
tionally, the report indicates that
California’s 1990-91 budget will not sus-
tain the level of Child Welfare Services,
including foster care support, provided
during 1989-90.

While other reports focus on methods
of preventing the family dysfunctions
that lead to foster care placement, this
SOR report looks at ways in which the
lives of the large number of foster chil-
dren in California may be immediately
improved. SOR urges the state to inves-
tigate incentives to encourage more
upper middle class and middle class
families to provide foster care. To coun-
teract the dramatic increase in the
number of infants in group homes, and
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