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Background




Context:
Recent State Fiscal Situation

Aggregate declining spending and
revenue

Shortfalls in the billions (36 states)
Across the board budget cuts, layoffs

Credit crisis impacting short- and long-
term borrowing

Most states In recession
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*31-year historical average rate of growth is 6.3 percent **Fiscal 08 numbers are preliminary actual

***Fiscal 09 numbers are appropriated Source: NASBO December 2008 Fiscal Survey of States
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State Balances Declining

Total Year-End Balances and Total Year-End Balances as a Percentage of Expenditures,
Flscal 1879-Filscal 2000 (Appropriated)
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*31-year historical average is 5.7% Source: NASBO December 2008 Fiscal Survey of States




Revenue and Volatility




Other Taxes &

Corporate Gaming
Income 0.8% Fee:
899 18.1%

Sales
32.3%

Personal Income
40.7%

Source: NASBO 2007 State Expenditure Report
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Most large states have volatile revenue
Dependent on wealthiest taxpayers
_ack of stability

_ack of predictability

Severe cuts and large swings in spending
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CI ornia ranked as 9" most volatile state
between 1986-2005

Only AK, NH, VT. MT, WY, ND, OR, CT more
volatile

Alaska rated as most volatile (dependent on oll
prices)

Most of least volatile In Midwest and South

Source: Rockefeller Institute, SUNY-Albany
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Figure 4
State Tax Revenue Is Heavily Influenced By Economic Changes

Percent Change in Real State Government Taxes and Real GDP vs. Year Ago
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Sources: U 5. Census Bureau (Quarterly tax collections); Bureau of Economic Analysis (real GDP).
Notes: (1) Percentage changes averaged over 2 quarters; (2) No legislative adjustments; (3) Recession periods are shaded.
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Sen Ing fluctuations
Higher education cycle
Budget cuts

Debt adds up — in a balanced budget
environment, less money for substantive
things over time




Budget
Toolbox
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