
Introduction
Originally, an “earmark” was a sign of ownership—“a 
mark in the ear of a sheep or other animal.”1  Today, it is 
a sign of bad fiscal policy.

Earmarking is the dedication of certain tax revenues to 
the financing of specific programs or agencies.2  When 
revenues are earmarked, they bypass the normal 
budgetary process and are automatically paid to the 
programs or agencies to which they are dedicated.3

This Guide explains Alabama’s earmarking problem, and 
how to solve it.

Background
When state legislators convene each year in 
Montgomery, the Alabama Constitution requires them 
to balance the budget.4  Alabama’s budget consists, in 
effect, of two separate budgets:

1. THE STATE GENERAL FUND (SGF), which finances most 
non-education-related functions of the state government 
(Medicaid, law enforcement, etc.); and

2. THE EDUCATION TRUST FUND (ETF), which finances most 
education-related functions of the state government (K–
12 education, colleges and universities, etc.).5

The SGF and ETF amassed $7.95 billion of total 
revenue in 2016.6  Legislators, however, were unable to 
prioritize the spending of that revenue—money taken 
from the pocketbooks of hardworking Alabamians—in a 
way that would best meet the needs of the state and its 
people. Instead, legislators were only able to decide how 
7% of that revenue was spent—the other 93% was 
earmarked and, therefore, beyond their control.7

A recent legislative report put the situation in context: 

“Imagine that you only had discretion over 7% of your 
personal income—this is the situation that the 
[Alabama] Legislature faces each year when trying to 
balance the budget.”8

The average amount of earmarking in the budgets of 
other states is less than 25%.9  At 93%, Alabama’s 
earmarking is by far the highest of any state, with 
Michigan’s 63% a very distant second.10  While the 
amount of earmarking in Alabama’s budget has 
remained consistently high over the past several 
decades,11  there has been an “overwhelming trend of 
states moving to lower [the amount of] earmarks as a 
percentage of total budget revenue.”12
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ISSUE SNAPSHOT
Alabama has an excessive amount of earmarking in 
its state budget:

★ Currently, 93% of Alabama’s tax dollars are 
earmarked.

★ State officials only have discretion over how to 
spend 7% of Alabama’s tax dollars.

★ This makes it impossible for taxpayer money to be 
spent efficiently and effectively.

RECOMMENDATIONS
Alabama should drastically reduce its excessive 
amount of earmarking by:

1. Setting a target of 25% or less earmarking in 
Alabama’s budget; and

2. Eliminating all earmarks that do not align with 
Alabama’s needs and priorities.
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The excessive amount of earmarking in Alabama’s 
budget denies our state the financial flexibility that is 
necessary for taxpayer money to be spent efficiently and 
effectively.13  This is a problem that demands 
examination—and action.

Earmarking in Alabama: A Brief History
In 1927, Governor Bibb Graves signed into law 
legislation that turned the state budget of Alabama into 
what is known as a “bifurcated budget”—that is, two 
separate budgets.14  Before, Alabama had one major 
budget, the State General Fund, which was used to 
finance most governmental functions.15  After, Alabama 
had a second major budget, the Education Trust Fund, 
which was dedicated to financing public education.16  The 
legislation not only established the ETF as a new budget 
“separate and apart” from the SGF, but it also created 
and earmarked a number of new taxes for the ETF—
revenues restricted “for educational purposes only.”17

Thus began a trend of “powerful appropriation 
lobbies”—governmental agencies and special interests—
demanding that the legislature earmark revenues, or more 
revenues, for them.18  The result was an abundance of 
new taxes and tax increases, with nearly all of these tax 
revenues earmarked.19  There was even re-earmarking of 
existing earmarking, such as when—pressed by the 
education lobby20 —a constitutional amendment was 
adopted that ensured that the vast majority of the state 
income tax would be used “for the payment of public 
school teachers salaries only.”21

By the early 1940s, Alabama’s budget was 90% 
earmarked.22  Earmarking posed the “most serious 
obstacle to an effective meeting of fiscal crises in 
Alabama,” one scholar noted at the time.23  History has 
proven him correct.

Earmarking has caused one budget crisis after another in 
Alabama, and continues to do so today.24

Unearmarking in Alabama: A Brief History
Over the years, multiple state leaders have sought to 
reform Alabama’s budgetary system, with unearmarking 

often being a key component.25

In 1979, Governor Fob James proposed an entirely new 
state constitution that included a provision giving the 
legislature authority to “earmark or unearmark future 
taxes as it sees fit,” without having to face the hurdle of 
amending the constitution to do so.26

In 1991, under Governor Guy Hunt, the Alabama 
Commission on Tax and Fiscal Reform was created.27 
Earmarking, the commission found, “unduly restricts the 
legislature in deciding how to meet the many needs of 
the state,” and fosters misleading budgetary practices as 
“agencies that are not traditionally thought of as being 
concerned with education try to characterize part of their 
activity as educational in order to participate in 
the [Education Trust Fund].”28

In 2003, Governor Bob Riley introduced a tax-reform 
plan known as “Amendment One.”29  All of the tax 
revenues generated under the plan would have been 
unearmarked.30

After the Republican takeover of the Alabama 
Legislature in 2011, state leaders began taking another 
hard look at earmarking. One legislator described 
Alabama’s earmarks as “decades-old, money-hoarding 
schemes that lobbyists locked into our budgets,” and 
argued that the removal of those earmarks is “the only 
way to avoid new taxes  .  .  . and set priorities based on 
need.”31 Other legislators voiced similar sentiments.32

In 2015, multiple members of both houses of the 
Alabama Legislature sponsored legislation33  that would 
have unearmarked all state revenues.34  Later that same 
year, other legislation35  was introduced that would have 
unearmarked “an estimated $508 million” of state 
revenues.36  In 2016, more legislation37  was introduced 
that would have likewise unearmarked hundreds of 
millions of dollars of state revenues.38

At the end of the 2016 First Special Session of the 
Alabama Legislature, the House and Senate created the 
Joint Legislative Task Force on Budget Reform39  to 
study Alabama’s budget and recommend reforms.40  One 
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of the task force’s focuses is on “unearmarking funds in 
order to provide for greater legislative oversight and 
appropriating flexibility.”41  The task force released an 
interim report in May 2017,42  and will release its final 
report—which will include “a comprehensive plan to 
solve the fiscal woes of our state”—by January 2018.43

Analysis
The revenues that make up Alabama’s budget—that is, 
the revenues of the State General Fund (SGF) and the 
Education Trust Fund (ETF)—can be divided into two 
categories: discretionary revenue and earmarked 
revenue.44  Discretionary revenue is money that the 
Alabama Legislature has the freedom to decide how to 
spend.45  Earmarked revenue is money that the Alabama 
Legislature does not have the freedom to decide how to 
spend;46  instead, the money must be spent according to 
dictates found in state law—in state statutes or in the 
state constitution.47  Half of all earmarks are statutory, 
meaning that they can be modified by the legislature 
simply passing a bill.48 The other half of all earmarks are 
constitutional, meaning that they can only be modified 
by the more difficult process of amending the Alabama 
Constitution.49

Defenses of Earmarking in Alabama
Alabama’s excessive earmarking is often rationalized in 
one of two ways: as a method to safeguard funding for 
certain governmental functions (e.g., public education); 
or as a method of linking the costs and benefits of 
certain governmental functions (e.g., the dedication of 
taxes on gasoline, which drivers buy, to the construction 
and maintenance of roads, which drivers benefit from).50

In practice, however, earmarking is often simply a way to 
“sell” unpopular taxes.51  For example, if the legalization 
of recreational marijuana were put on the ballot, the 
people of Alabama would overwhelmingly vote against 
it. But, if a portion of the tax revenues resulting from the 
legalization of recreational marijuana were promised to 
be earmarked to provide free college tuition for all young 
people, many “no” votes might change to “yes” votes.

Criticisms of Earmarking in Alabama
Approximately 93% of Alabama’s budget consists of 
earmarked revenues.52  Only 7% of Alabama’s budget 
consists of discretionary revenues.53  To make matters 
worse, those discretionary revenues tend to stay the same 
and not grow—even as the costs of government steadily 
climb and, in some cases, skyrocket.54 The ETF is largely 
fed by “growth revenues”: revenues that tend to grow 
(and to grow at an especially rapid pace during times of 
economic expansion) from one year to the next, ensuring 
an increase over time.55  The SGF is largely fed, or 
starved, by “flat or declining revenue sources.”56

Earmarked revenues rarely receive the scrutiny that all 
taxpayer dollars deserve.57  Because lawmakers do not 
have to decide how to spend earmarked revenues, there 
is no incentive to sift through them, line by line, as they 
do with revenues that are annually appropriated. Given 
this and the fact that only 7% of tax revenues are 
discretionary, lawmakers are largely unfamiliar with—
except in a very broad sense—how most tax dollars are 
being spent.

In short, taxpayer money in Alabama is not being spent 
in a way that best serves the needs and priorities of the 
state.58  A vast majority of Alabama’s budget is outside 
the immediate control and scrutiny of state officials. The 
small amount of Alabama’s budget that state officials can 
control consists of revenues that do not grow. As a 
result, it is impossible for state officials to efficiently or 
effectively manage Alabama’s budget—a situation that 
has caused the state to suffer continuous budgetary 
crises.59

Recommendations
As discussed above, Alabama has, in effect, two separate 
state budgets: the State General Fund (SGF) and the 
Education Trust Fund (ETF). The ETF is itself one 
large earmark: in general, all of the ETF’s revenues must 
be spent on education-related functions of the state 
government.60 Within the ETF, however, there are what 
might be termed specifically earmarked revenues and 
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semi-discretionary revenues: that is, revenues that are 
earmarked so that they must be spent in a specific way 
on education-related functions (e.g., the mandate that 
revenues from the state income tax be used “for the 
payment of public school teachers salaries only”); and 
revenues that may be spent with some discretion, so long 
as they are spent on education-related functions (e.g., 
the ability of lawmakers to determine the exact 
distribution of funding among the state’s various colleges 
and universities).61  If Alabama’s budget were 
consolidated, and all of the semi-discretionary revenues 
of the ETF became fully discretionary revenues, then the 
percentage of Alabama’s budget that is earmarked would 
fall from 93% to 72%.62  This is the percentage of 
specifically earmarked revenues in Alabama’s budget at 
present.63  Although a consolidated state budget would 
be ideal, the following recommendations reflect 
Alabama’s present reality of two separate state budgets.

Recommendation No. 1
Reduce the Earmarking in Alabama’s Budget by 

Setting a Target Amount of 25% or Less

There has been an “overwhelming trend of states moving 
to lower [the amount of] earmarks as a percentage of 
total budget revenue” in recent years.64  Today, the 
average amount of earmarking in the budgets of other 
states is less than 25%.65  This amount is a reflection of a 
fact that all states, including Alabama, have painfully 
learned over the years: a high amount of earmarking is 
bad fiscal policy.

Accordingly, Alabama should aim for an amount of 
earmarking in its budget that is 25% or less, using 
specifically earmarked revenues as the measure.66 
Specifically earmarked revenues account for 72% of 
Alabama’s budget, meaning that at least 47% of all 
existing earmarks would need to be eliminated to reach 
the target amount.67

To reduce earmarking to 25% or less, earmarking in each 
of Alabama’s two separate budgets—the SGF and the 
ETF—could simply be reduced to 25% or less.68 But the 
target amount could be reached in any number of ways, 
such as by reducing earmarking in the SGF to 40% and 

earmarking in the ETF to 10%—which would likewise 
reduce total earmarking in Alabama’s budget to 25%.69  

Recommendation No. 2
Reduce the Earmarking in Alabama’s Budget by 

Eliminating Earmarks Based on Needs and Priorities
A target amount of 25% or less earmarking in Alabama’s 
budget should not only be set—it should be steadfastly 
pursued. This requires the evaluation and elimination of 
earmarks based on the needs and priorities of the state. 
Here is how this can be accomplished in five steps, 
which would need to be continually repeated:

1. Evaluate all earmarked revenues based on the needs 
and priorities of Alabama.

2. Rate all agencies and commissions as essential or 
nonessential based on the needs and priorities of 
Alabama.

3. Eliminate all earmarks found that are:
a. Unaligned with the needs and priorities of 

Alabama; or
b. Dedicated to nonessent ia l agenc ies or 

commissions.

4. Conduct a line-by-line evaluation of all revenues 
earmarked for essential agencies and commissions, 
and eliminate all earmarks that do not align with the 
needs and priorities of Alabama.

5. Convert constitutional earmarks that are being 
retained into statutory earmarks, enabling them to be 
subject to legislative elimination if they ever fail to 
align with the needs and priorities of Alabama.

Conclusion
The excessive amount of earmarking in Alabama’s 
budget denies our state the financial flexibility that is 
necessary for taxpayer money to be spent efficiently and 
effectively. By implementing the recommendations of 
this Guide, state officials would be able to shoulder the 
responsibility of Alabama’s budget—and start spending 
taxpayer money so that it best meets Alabama’s needs 
and priorities.
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(Ala. 2015) (as introduced, May 21, 2015), http://alisondb.legislature.state.al.us/
ALISON/SearchableInstruments/2015RS/PrintFiles/SB502-int.pdf [http://perma.cc/
6VAF-V7LZ]. Both bills proposed identical constitutional amendments. Compare 
H.R. 700, with S. 502.

34   See Fiscal Note on S. 502, 2015 Leg., Reg. Sess. (Ala. 2015) (as introduced, 
May 21 , 2015 ) , h t t p : / / a l i s ondb . l eg i s l a tu r e . s t a t e . a l . u s /AL I SON/
SearchableInstruments/2015RS/FiscalNotes/FN-33785.htm [http://perma.cc/8AE3-
BK7G].

35   See H.R. 46, 2015 Leg., 1st Spec. Sess. (Ala. 2015) (as passed by House, Aug. 5, 
2015), http://alisondb.legislature.state.al.us/ALISON/SearchableInstruments/
2015FS/PrintFiles/HB46-eng.pdf [http://perma.cc/YNU3-9G72].

36   Fiscal Note on H.R. 46, 2015 Leg., 1st Spec. Sess. (Ala. 2015) (as passed by 
House, Aug. 5, 2015), http://alisondb.legislature.state.al.us/ALISON/
SearchableInstruments/2015FS/FiscalNotes/FN-34180.htm [http://perma.cc/WW4G-
HYTW].

37   See S. 15, 2016 Leg., Reg. Sess. (Ala. 2016) (as introduced, Feb. 2, 2016), 
http://alisondb.legislature.state.al.us/ALISON/SearchableInstruments/2016RS/
PrintFiles/SB15-int.pdf [http://perma.cc/8FR9-2SJB].

38   Fiscal Note on S. 15, 2016 Leg., Reg. Sess. (Ala. 2016) (as introduced, Feb. 2, 
2016), http://alisondb.legislature.state.al.us/ALISON/SearchableInstruments/
2016RS/FiscalNotes/FN-34513.htm [http://perma.cc/9F82-5L4Y].

39   This is the official name of the task force (the “Joint Legislative Task Force on 
Budget Reform”). See sources cited infra note 40. The task force sometimes uses a 
slightly shortened version of its official name (the “Joint Task Force on Budget 
Reform”) to refer to itself. See Interim Report of the Joint Legislative Task Force on 
Budget Reform, supra note 7, at 1.

40   See H.R.J. Res. 62, 2016 Leg., 1st Spec. Sess. (Ala. 2016) (enacted), http://
alisondb.legislature.state.al.us/ALISON/SearchableInstruments/2016FS/PrintFiles/
HJR62-enr.pdf [http://perma.cc/J65H-SEP5] (creating the Joint Legislative Task 
Force on Budget Reform to “examine the structure and design of the state 
budgeting process and make recommendations for long-term budget and tax 
system reforms”); see also S.J. Res. 52, 2017 Leg., Reg. Sess. (Ala. 2017) (enacted), 
http://alisondb.legislature.state.al.us/ALISON/SearchableInstruments/2017RS/
PrintFiles/SJR52-enr.pdf [http://perma.cc/CK78-NG9P] (extending the existence of 
the Joint Legislative Task Force on Budget Reform).

41    Ala. S.J. Res. 52.

42   See generally Interim Report of the Joint Legislative Task Force on Budget 
Reform, supra note 7.

43   Id. at 3. The task force’s final report is due by the “fifth legislative day” of the 
2018 Regular Session, which commences on January 9, 2018. See Ala. S.J. Res. 52 
(setting the deadline for the final report of the Joint Legislative Task Force on 
Budget Reform); Ala. Code § 29-1-4 (specifying the start dates for sessions of the 
Alabama Legislature); see also Opinion of the Justices No. 228, 336 So. 2d 164, 
166 (Ala. 1976) (illuminating the definition of the term “legislative day”).

44   See Interim Report of the Joint Legislative Task Force on Budget Reform, supra 
note 7, at 8 (distinguishing between revenues that are “earmarked” and revenues 
that legislators have “discretion over”); see also Arise Citizens’ Policy Project, The 
Alabama Tax and Budget Handbook 5 (2nd ed. 2015), http://arisecitizens.org/
index.php/component/docman/doc_view/1154-the-alabama-tax-budget-
handbook-2015?Itemid=44 [http://perma.cc/6285-DMMM].

45   See generally “Discretionary,” Black’s Law Dictionary (10th ed. 2014).

46   See generally supra notes 1–3 and accompanying text.

47   See generally Legislative Fiscal Office, supra note 7, at 22.

48   Interim Report of the Joint Legislative Task Force on Budget Reform, supra note 
7, at 9. For the constitutional requirements for the passage of a bill, see Ala. 
Const. art. IV, §§ 45, 61–63.

49   Interim Report of the Joint Legislative Task Force on Budget Reform, supra note 
7, at 9. The Alabama Constitution “contains two procedures, other than the 
convention procedure, for amending the document.” Hunt v. Decatur City Board of 
Education, 628 So. 2d 393, 396 (Ala. 1993) (citation omitted). Amendment 24 sets 
forth the general procedure for proposing and adopting a constitutional 
amendment. See Ala. Const. art. XVIII, § 284. Amendment 425, as amended by 
Amendment 555, sets forth the procedure for proposing and adopting a 
constitutional amendment affecting only one county. See Ala. Const. art. XVIII, 
§ 284.01. For the convention procedure, see Ala. Const. art. XVIII, § 286. “These 
provisions are the exclusive means for amending the document, for the power to 
alter the constitution must be explicitly conferred in the instrument itself.” Decatur 
City Board of Education, 628 So. 2d at 396.

50   See Pilegge, supra note 3, at 66.

51    See id.

52   Interim Report of the Joint Legislative Task Force on Budget Reform, supra note 
7, at 8.

53   Id.

54   Compare id. at 6 (graphing State General Fund revenues), with Clinton P. 
Carter, Alabama Department of Finance, Condition of the State General Fund and 
Education Trust Fund (FY2018), at 34 (2017), http://budget.alabama.gov/pdf/2017/
LegislativePresentationClintonCarter-2.7.17.pdf [http://perma.cc/594Q-MNZS] 
(graphing State General Fund expenditures). Among the reasons given for the 
creation of the Joint Legislative Task Force on Budget Reform are “less than 
adequate funding in essential functions of government” and the “tremendous 
growth in Medicaid.” Interim Report of the Joint Legislative Task Force on Budget 
Reform, supra note 7, at 1. In 1994, Medicaid and Corrections accounted for 33% 
of the SGF. See Fulford, supra note 6, at 24. In 2017, Medicaid and Corrections 
accounted for 60% of the SGF. See Id.
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55   See Interim Report of the Joint Legislative Task Force on Budget Reform, supra 
note 7, at 8–9. But see Harvey, supra note 5, at 408 (”Of course, during 
recessionary periods, these taxes have been ‘soft’ and have not produced the 
guaranteed receipts of the property tax.”).

56   Interim Report of the Joint Legislative Task Force on Budget Reform, supra note 
7, at 9.

57   See Pilegge, supra note 3, at 65.

58   See generally Interim Report of the Joint Legislative Task Force on Budget 
Reform, supra note 7, at 26.

59   As this point was made by the Joint Legislative Task Force on Budget Reform:
Year after year, session after session, the Alabama Legislature returns to 
Montgomery to answer the same, age-old question: “What are we going to 
do to fill the hole in the [State General Fund]?” Certainly, there have been 
times over the years that this was not the case, but for the most part this 
question has been asked annually for decades.

Id. at 1.

60   The Education Trust Fund, though earmarked “for educational purposes,” has 
been used to fund “quasi-educational” and “non-educational” agencies and 
enterprises. See Harvey, supra note 5, at 403–04. For example, in recent years 
millions of dollars have been diverted from the Education Trust Fund to pay for 
such enterprises as expanding a manufacturing facility that makes cruise missiles; 
auditing entities that receive public money; providing daycare to adults; promoting 
outdoor recreation and tourism; and operating a hall of fame and museum 
dedicated to enshrining legends of motorsports. See Cameron Smith, Opinion, “15 
Earmarks and Line Items in Alabama’s Education Trust Fund That Aren’t Education 
Spending,” AL.com (July 20, 2015), http://www.al.com/opinion/index.ssf/
2015/07/15_earmarks_in_alabamas_educat.html [http://perma.cc/2NV5-TLLG].

61    See Pilegge, supra note 3, at 64–65.

62   For fiscal year 2017, the SGF was appropriated $15.0 billion and the ETF was 
appropriated $15.5 billion, totaling $30.5 billion. See Executive Budget Office, 
Alabama Department of Finance, Executive Budget, Fiscal Year 2018, at xi, xix 
(2017), http://budget.alabama.gov/wp-content/uploads/sites/9/2017/09/
BudDoc2018.pdf [http://perma.cc/7KKX-AW6C]. Of that total, specifically 
earmarked appropriations accounted for $22.1 billion, or 72.4%. See id. (reporting 
the amount of “earmarked funds” appropriated to the SGF and the ETF).

63   See supra note 62.

64   Interim Report of the Joint Legislative Task Force on Budget Reform, supra note 
7, at 26. The task force identified Florida, Georgia, Louisiana, South Carolina, and 
Texas as examples of “states that have trended toward a lowering of earmarks.” 
Id.

65   Pérez, supra note 9, at 5.

66   The term “specifically earmarked revenues” is discussed at the start of the 
“Recommendations” section.

67   See supra note 62.

68   For fiscal year 2017, the SGF was appropriated $15.0 billion and the ETF was 
appropriated $15.5 billion. See Executive Budget Office, supra note 62, at xi, xix. 
Taking 25% of the total of these appropriations equals $7.6 billion:

.25 × ($15.0 billion + $15.5 billion) = $7.6 billion
Taking 25% of each of the appropriations and then adding the resultant amounts 
together also equals $7.6 billion:

(.25 × $15.0 billion) + (.25 × $15.5 billion) = $7.6 billion
Both of the above equations are, of course, equivalent based on the distributive 
law from elementary algebra. See, e.g., Elliott Mendelson, Introduction to 
Mathematical Logic 159 (6th ed. 2015) (demonstrating distributivity).

69   For fiscal year 2017, the SGF was appropriated $15.0 billion and the ETF was 
appropriated $15.5 billion. See Executive Budget Office, supra note 62, at xi, xix. 
Taking 25% of the total of these appropriations equals $7.6 billion:

.25 × ($15.0 billion + $15.5 billion) = $7.6 billion
Taking 40% of the SGF appropriations and 10% of the ETF appropriations and 
then adding the resultant amounts together also equals $7.6 billion:

(.40 × $15.0 billion) + (.10 × $15.5 billion) = $7.6 billion
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