Today (January 13, 2010), I attended the Economic Update for the State.  Guest speakers included:

Don Elliman - COO for the State

Mark Cavanaugh - CFO for Colorado Dept of Higher Education & former Colorado Economic Recovery Director

Don Marostica – Colorado Office of Economic Development & International Trade.  

Here’s what they had to say:

Don Elliman:  We are going broke!

He reminded us that 97% of the State’s budget is pre-designated to K-12 Education (43%), Health Care/Medicaid (21%), Human services 9%, Corrections 15%, and Higher Education 9%. 

While there is talk of greater efficiencies, such as combining agencies and/or agency activities, the savings would only be $3-$4 million.  He had been asked about cutting Medicaid, but indicated that Colorado was already in the bottom quintile of Medicaid benefit states.

Recovery funds targeted for budget stabilization have run out, but State revenues should improve in 2010- 2011.

2011 – 2012:  While we are beginning to see the recovery, we will be going through another (property tax) reassessment in 2011 and the shortfall will need to be backfilled. Those numbers will be forecast this summer.

The citizens of Colorado will need to figure out what levels of service they will want.

Mark Cavanaugh: 

He has never seen anything like this.  He mentioned Al Gore’s proposal on re-inventing government and that it was doubtful if many remembered what it was that was re-invented; however, the ARRA has changed the way government does things.  


We must be more accountable, transparent and open with money. We’ve seen barriers come down and the various agencies are working together more than ever. 

ARRA was sold as a jobs and infrastructure package, but is good or better than what it was sold as.  For a program of this size, he was surprised that this much good came out of Congress. It stabilized budgets.  It has kept Colorado from going off the cliff.  It has helped in four ways: 

1. Stabilized the state budget

2. Primed the pump – everyone is getting a little ‘trickle down’

3. Some people got a one time $250 social security payment

4. A safety net helped people stay in their homes, benefited food programs, and helped unemployment (extra subsidy).  It also helped people keep their health insurance by paying 65% of the COBRA payment.

Other programs benefited from ARRA, such as CDBG (Community Development Block Grant) programs, clean water programs, and CDOT’s receipt of $404 million.

They were also looking at sustaining job growth programs, “Race to the Top” education program, and broadband grants.  Although the funding can’t sustain the programs, it has planted the seeds.

He also mentioned the accountability and transparency oversight board that had been created.

Don Marostica:

Most recessions are eight or nine months in length, but this one is a world economy reset.  Our budget isn’t in “too bad shape”.  He is glad that we couldn’t borrow like other states.  This is the worst economy since the Great Depression.  

Colorado has five different “states” within the state.  Each region has its own problems: unemployment, under-employment, and those who have given up looking for work.

We need a strategic plan for economic development.  We have to work together.  Our priorities need to be to move on jobs and keep the companies that are here.

Many people are re-training and retirees will be staying in the job market, perhaps in the job market five or more years longer.

Sales Tax – people are not spending.  You don’t get sales tax if people aren’t spending.

Jobs – we are doing a great job: aerospace, aviation, bio/life sciences, healthcare, and financial services – all are seeing growth, strong sectors, and primary jobs.  We are seeing companies coming from California.

Questions & Answers:

Q:  What are the thoughts on the three ballot initiatives (reduced taxes, fees, etc.)

A:  Catastrophic.  We have four laws that each work individually, but when combined (what we have) they don’t work.


Gallagher Amendment


TABOR


Amendment 23 


Arveschoug-Bird

When the property values allocated between residential and commercial properties should change, they can’t (Gallagher/TABOR).  They discussed the TABOR ‘ratchet” effect.  Three tax cuts in 1990’s eliminated $800 million of revenue.  

Other discussions:

An independent group is looking at fiscal reform. 

November saw a net gain of 2800 jobs, but that can’t be sustained.  Christmas (sales) was better than thought. 

Cavanaugh mentioned that rural Colorado is upset because it believes that money goes to the metro area.  The metro area is upset because it believes that the money is going out of state.

Marostica said wages will decrease over the next two to three years.  It will be longer before we recover, since assessments are resetting.  Commercial property owners are paying way too much (of the tax burden), but the residential folks have the votes.

Rural areas need hospitals; those that do not have them are drying up.  50% of our farms are not occupied by owners. Towns need to be within 25 minutes of airports.

