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EXECUTIVE SUMMARY

those with deteriorating economies. continues to be reflected in their fiscal

outlooks. Exceptionally good state fiscal conditions are predominant in the
New England and Mid-Atlantic regions. while energy-reliant state economies are
devastated by the plunge in oil prices. Farm states and states dependent on the timber
and textile industries also continue to be battered by poor economic times. These
regional recessions forced eighteen states to cut enacted budgets in fiscal 1986, and
only weeks into fiscal 1987, nine states have aiready taken the scalpel to their budgets
to head-off impending deficits. This amount of budget slashing is rare during non-
recession years.

!’ I Y he economic schism that exists between states with thriving economies and

Major findings of this survey include:

® Fiscal 1986 general fund budgets grew from the prior vear by 9.5 percent.
representing 4.3 percent real growth in spending. Fiscal 1987 budget
growth is projected to be only 3.5 percent, or 1.5 percent real growth.

® Revenue growth for tiscal 1986 is estimated to be 5.5 percent. which is
considerably lower than estimated expenditures. Fiscal 1987 revenue
growth is projected to be 5.9 percent.

® Year-end general fund balances for fiscal 1986 and fiscal 1987 are projected
to be 35 biilion and $3.3 billion. respectively. This represents 2.5 percent of
expenditures for fiscal 1986 and 1.6 percent for fiscal 1987. These ending
balances are razor thin and will not cushion any potential errors in estimat-
ing revenue or expenditures or any cutbacks in federal programs.

® Twenty-nine states currently have budget stabilization funds. Excluding
those states that merge budget stabilization funds with their ending bal-
ances. the amount contained in these funds totals $1.5 billion for fiscal
1986 and 31.7 billion for fiscal 1987. This represents 0.8 percent of expendi-
tures. for each vear.

® Sixteen states raised taxes in 1986. while five states decreased them. The
net change in aggregate tax revenue will be negligible.

® The majority of states passed along the Gramm-Rudman-Hollings cut of
4.3 percent onto their agencies without supplementing state dollars for lost
federal dollars. Those few states that did supplement the cuts did so for
human resource programs.
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above the previous fiscal vear. The real annual expenditure increase is 4.3
percent (adjusted for inflation). Expenditures for fiscal 1987 are projected to
increase only 5.5 percent. which translates into 1.5 percent of real budget growth.

Growth for fiscal 1987 is very modest. reflecting the projected slow growth in the
national economy. Since fiscal 1979, the average annual real growth rate in state
spending has been 1.5 percent, with the peak occurring in fiscal 1981 at 6.1 percent and
the trough coming in fiscai 1983 when spending actually decreased 6.3 percent. Table 1
compares state government spending with federal spending. Nominal federal expen-
ditures are projected to increase 3.6 percent and 1.5 percent in fiscal 1986 and 1987,
respectively, although these projections may change. The long-term real spending
growth rate between fiscal 1979 and 1987 is 2.7 percent. significantly higher than that

of the fifty states. States are balancing budgets in spite of reduced grants-in-aid from
the federal government.

g nnual Growth Rate. Fiscal 1986 expenditures are estimated to be 9.5 percent

However, expenditure growth rates vary significantly from state to state (see Table
2). In fiscal 1986, five states—Alaska. Montana. Nevada, Oregon and Wyoming—
have spending levels lower than the previous year's budget while in fiscal 1987 eight
states—Alabama, Alaska. Louisiana, Mississippi, Nebraska, Oklahoma. Texas, and
West Virginia—have proposed spending less than nominal 1986 levels. Several of
these reductions are substantial. which indicates severe fiscal stress. For example,
proposed fiscal 1987 spending is 16 percent lower in Oklahoma and 6.2 percent lower
in Alabama. In fiscal 1986. eighteen states recorded expenditure increases of more
than 10 percent, but that number is projected to fall to eight in fiscal 1987.

If inflation is taken into account. seventeen states have lower spending levels in
fiscal 1986 than in fiscal 1985. and that number rises to twenty-two states where fiscal
1987 spending 1s lower than fiscal 1986.

Table 3 reflects state spending patterns on a regional basis. Most states that have
lower-than-average growth rates are located in the Southeast and Southwest. Those
regions with higher-than-average rates are in New England. the Mideast. and the
Southeast. The Southeastern region is split into both groups. Generally, Southeastern
states located on the Atlantic coast have higher spending rates than the other states in
that region, where rates are low.

 Budget Cuts and Expenditure Delavs. One of the most important budget develop-
ments last fiscal year was the extraordinarily high number of states that cut budgets.
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Tabie 1
COMPARISON OF STATE AND FEDERAL NOMINAL AND HREAL.
ANNUAL BUDGET INCREASES
FISCAL YEARS. 19791987

State Federal

Fiscal Nominal Real Norminal Real
Year Increase Increase increase increase
1987 5.5% est. 1.5% est. 1.5% ~-1.6%
1986 9.5 est 43 est 3.6 1.2
1985 10.2 4.6 11.1 7.4
1984 8.0 3.3 5.4 2.3
1983 -0.7 -8.3 8.4 47
1982 6.4 -1.1 10.0 1.5
1981 16.3 6.1 14.8 2.6
1980 10.1 -0.5 17.4 4.6
1879 10.1 1.5 9.8 1.9
197987 average 8.4% 1.5% 9.1% 2.7%

NOTE: The state and local government implicit price deflator was used for state expenditures in determining real changes,

and the federal government implicit price deflator was used for federal expenditures. Real increase tigures do not take into
account population growth.

Table 2
ANNUAL GENERAL FUND EXPENDITURE INCREASES
Nominal Change Real Change
Fiscal 1986 Fiscal 1987 Fiscal 1986 Fiscal 1987

Budget Growth Rate (budgeted) (appropriated) (budgeted) (appropriated)
Less than 0% 5 8 17 22
0-5% 12 17 17 19
5-10% 15 17 11 8
Over 10% 18 8 5 1
Average Growth Rate* 8.5% 5.5% 4.3% 1.5%

‘Excludes Alaska.

NOTE: The state and local government implicit price deflator was used to change nominati dollars into reai dollars. Real
increase figures do not take into account population growth.
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Table 3
PROJECTED ANNUAL GENERAL FUND EXPENDITURE INCREASES,
BY REGION. FISCAL 1987
{in nominal dollars)

Region Percent Annual Growth

Less than 0% 0%~5% 5% 1 0% Over 10%

New England
Mideast

Great Lakes
Plaing
Southeast
Southwest
Rocky Mountain
Far West
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During fiscal 1986. eighteen states cut their operating budgets that had been approved
by their legislatures to avoid ending the vear in deficit. It is very unusuai for so many
states to cut budgets in a non-recession vear. For comparison purposes, only three
states cut their fiscal 1985 budgets: during the most recent recession. twenty-three
states cut budgets in fiscal 1982 and thirty-nine states in fiscal 1983.

All but five states that cut budgets last vear lay west of the Mississippi. The smallest
cut occurred in Vermont where the Governor cut 0.6 percent to save $2.5 million. The
largest cut occurred in Texas where the Governor asked agencies to hold back
expenditures 13 percent for both years of the biennium. for a total cut of $1.3 billion.
Mississippi and Utah were forced to cut their expenditures twice during the year.
while Arkansas enacted four budget reductions during fiscal 1986.

Eight of these states either exempted education budgets from the cutbacks or
reduced education less than other budget functions. Other budget areas protected

partially from the scalpei are welfare. corrections. and mental heaith. Table 4 summa-
rizes fiscal 1986 budget reductions.

Although fiscal 1987 has just begun for most states. already nine states—Alaska.
Arizona. Minnesota. Montana, New Mexico. North Dakota. Texas. Wisconsin. and
Wyoming—have cut their budgets since the legislature passed. and the Governor
signed. the appropriations act into law. Four of these states have biennial budgets.
whereby fiscal 1986 expenditures were also cut at the same time. In Wyoming's case.
the Governor restricted spending authority for fiscal 1987 and 1988 by 8 percent. but
funds may be reinstated if the price of oil rises and increases state revenues. Both New
Mexico and Montana held emergency special sessions in June to head-off impending
deficits. and each cut the budget and raised taxes to resolve the problem. Tabie 3
provides details on fiscal 1987 budget cuts.

Another way to reduce current year expenditures is to postpone spending for future

years where feasible. Six states deferred fiscal 1986 expenditures into later years.
These are:

Idaho An $11 miilion pavment to public schools was transferred
in July rather than in May.

lowa Payment dates were changed so that goods had to be
received prior to June 30. 1986. to be paid from fiscal year
funds.

Louisiana Equipment purchases and minor repairs were postponed.

L
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Table 4
STATE BUDGET CUTS ADOPTED IN THE FISCAL 1986 BUDGET

Cut as %% of

Amount General Fund Actian Selective or Date
State {in milions) Expenditure Taken by  Across-the-Board Enacted ProgramiNotes
Alabama $ 890 5.0% Gaverner Across-the-Boargd 786 Cuts made to the
- Education Trust Fund. not
the General Fund. Have
three months in fiscal year
to find savings.
Arkansas 60.3 43 Governor Selective 11/85 & Cuts made according to
2/86  original budget priorities.
9.3 6
9.9 T 5/86
6/86 Total cut = 6%
Colorado 28.2 1.5 Legislature Selective 5/86
Hawaii 329 2.0 Governor Selective 7/85 Fixed costs: e.g.,
retirement and welfare
benefits.
ldaho 7.6 1.3 Legislature Selective 2/86 Public schools and weifare
programs exempt. Some
others cut between 1%
and 4.5%.
lowa 80.7 3.85 Governor Across-the-Board 10/85
Louisiana 79.0 1.8 Governor Selective 3/886
Minnesota 50.2 1.0 Both Botn Debt service: welfare
(FYB8) programs education cut
less.
Mississippi 72.9 4.67 Fiscal Both 11/85 Education and Mental
Mgmt. 1/86 Health cut less.
Board
Montana 7.0 2.0 Governor Across-the-Board 1/86  Basic school aid;
legislative and judicial
budgets.
North Dakota 45.0° 4.0 Governor Across-the-Board  3/86
(biennium)
Nebraska 17.0 2.0 Legisiature Both 11/85 Public Safety and Human
Services cut less.
Oklahoma 46.0 2.0 Governor Across-the-Board 11/85  Governor asked agencies
to cut-back as much as
possible, since next year
revenues will be down
16%.
South Carolina 46.0 2.0 Governor Across-the-Board 186  Corrections cut 1.5%:
Mental Health and Tax
Cammission exempted.
Texas 1.309.5° 13.0 Governor Selective 2:86 K-=12 education. highways,
(biennium} and retirement systems.
-~ Much smailer cuts in
} Corrections and Mental
4 Yy /V 1 Health and Mental
/ / Retardation.
e ~ ; 1 ,
?j# 1177 /j” e
6 e
j I e



STATE EXPENDITURE TRENDS

Tabie 4 {(continued)
STATE BUDGET CUTS ADOPTED IN THE FISCAL 1986 BUDGET

Cut as % of
Amoumt  General Funa Action Selective or Date
State {in millions) Expenditure Taken by Across-the-Board Enacted ProgramiNotes
Utah 13.2 1.0 Legislature Selective 2’86 Schools exempted in
53 4 Governor Selective 5,86 second cut.

Vermont 2.5 0.6 Governor Selective 1186 Schools, debt service,
welfare benefits, retirement
benefits, and emergency
funds.

Wisconsin 230.0" 2.3 Legisiature  Selective 2'86 State operations were cut

(biennium) about 5.8% for FY87 and

aid to local governments
and individuais cut less or

exempted.
“These figures are for both fiscal years 1986 and 1987.

Oklahoma Some agencies may postpone expenditures as a short-
term funding solution.

Oregon Human resource agencies are delaying some planned ex-
penditures as a part of a department-wide rebalancing of
the budget.

Utah Delayed construction of a women's prison and performing

arts building at the University of Utah.

State Emplovees. The growth rate of the state workforce and the annual compensa-
tion package for state emplovees are often key indicators in determining the fiscal
health of the states. Clearly, many services provided by state government are labor
intensive and represent a significant share of total state costs.

For the entire fiscal 1986, the forty-four states that responded to this question
reported that state workforces grew an average of 0.9 percent. These states reported
that total full-time equivalent employees increased from 1.771.137 to 1.787.870.
excluding elementary, secondary. and higher education emplovees. The Census Bu-
reau estimates annual popuiation growth at 0.9 percent. which means that the growth
in aggregate state workforces matches population increases.

This aggregate growth rate masks the differences existing between states. For
example, there are eleven states in which actual declines occurred. These states are:
California. Louisiana. Minnesota. Mississippi, Nebraska. North Dakota. Oklahoma.
Oregon. Pennsylvania, Rhode Island. and Utah. Taking into consideration population
growth. another six states lost ground in the per capita state emplovee ratio since their

growth rate was less than 0.9 percent. (See Appendix Table A-8 for state-specific
information.)

Despite severe fiscal stress in some states. particularly in the Southwest. Governors
have thus far averted large state emplovee lavotfs. However. some states may have to
lay off employees as the year progresses. Only two states reported minor layoffs. In
Pennsylvania. the Department of Transportation laid off 371 highway maintenance
workers (but most were offered other jobs) and the Department of Public Welfare
furloughed 183 employees in state mental hospitals due to lower patient loads. Duetoa
budget cut in Wisconsin. approximately 400 state positions were eliminated and about

7
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Tabie 5
STATE BUDGET CUTS ADOPTED IN THE FISCAL 1987 BUDGET

Cut as % of

Amount General Fund Action Selecuve or Date

State (in muitions) Expenditure Taken by Across-the-Board Enacted Exempted ProgramyNotes

Alasxa 3 550.0 13.0% Governor Across-the-Board 7/86 Cash assistance to
individual exempted: aid to
local government and
school districts cut 10%;
3300 mullion cut from
camtal budget.

Anzona 81.0 6.0 Governor Both 7/86 Includes $8 million in
delayed capital
expenditures. Exciudes

! elected offices. some

/ health and income

Ayt maintenance programs,

: and education K-12. Total
general fund was cut 3.2%.

Minnesota 115.5 2.2 Both Both 4/86 Debt service; welfare
programs; education cut
less.

Montana 45.0 5.0 Legistature Both 7/86 Includes 3% cut for
education foundation aid
and elimination of state
employee COLAs.

New Mexico 26.1 2.0 Legisiature  Across-the-Board  6/86

North Dakota 45.0° 4.0 Gavernor Across-the-Board  3/86

(biennium)
Texas 1300.0* 13.0 Governor Selective 2/86 K~12 education. highways,
(biennium) and retirement systems.
Much smaller cuts in
carrections and mental
heaith and mental
retardation.

Wisconsin 230.0* 2.3 Legistature Selective 2/86  State operations were cut

{biennium) about 5.8% and aid to
local governments and
individuals cut less or
exempted.

Wyoming 63.0° 8.0 Governor Both 5/86 Restricted budget

(biennium) authority to spend;
governor cannot cut

. . appropriations.
CViasss L AT AR pprop

*These figures are for two fiscal years,
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STATE EXPENDITURE TRENDS
fifty people were laid off during fiscal 1987. Several states have reported some layotfs
due to federal fund cuts. These will be discussed in Section V of this report.

Rather than choosing layotfs. state lawmakers have opted for hiring freezes. Eleven
states are relving on this method to trim the size of the state workforce. They are:

Arkansas There is an indefinite freeze on hiring for positions that are
non-essential.

lllinois A hiring freeze went into effect in November 1985 and has
no specitic expiration date.

lowa Since 1981. any position filled must have approval of the
Department of Management.

Louisiana Between July 1985 and June 1986, the state ended 4.000

positions through attrition. Agencies were allowed. with
the approval of the commissioner of administration, to fill
one out of four vacant positions.

Michigan Between October 1985 and September 1986, the Governor
issued employment targets for all agencies. Four agencies
were not making sufficient progress in meeting the target,
so a hiring freeze was established for the remainder of the
fiscal year for these agencies.

New Mexico As of June 1986, the state is hiring only for critical posi-
tions with the joint review of all requests by the central
budget and personnel offices.

North Carolina Effective January 1986, each agency request to fill a posi-
tion 1s being reviewed by the Office of the State Budget.

Pennsyivania Since December 1982, all agency positions filled must be
reviewed.

Rhode Island Effective February 1985. all vacancies and new positions

require the approval of a special personnel committee.
Fiscal 1986 and 1987 budget pians call for a state work-
force reduction of 10 percent without layoffs.

Texas Beginning in February 1986, a hiring freeze is in force, but
it excludes court-ordered programs and most essential
programs.

Wyoming A hiring freeze is in effect from July 1985 to July [988.

In addition to cost savings attributed to restricted hiring practices. New Mexico and
Texas have also instituted travel freezes for state emplovees.

Oklahoma. a state that is particuiarly hard-hit due to the fall in oil prices. has begun
furloughing employees. Human service agency employees making $30,000 or more
will have to take twenty-one days off with no pay over the next fourteen months.
Those making less will be required to take fourteen days off during that time. Alaska,
which has been devastated by the fall of oil prices. has asked state employees to take a
10 percent cut in pay. Negotiations are in progress and options such as a shortened
workweek or lay-offs are being pursued. but budgeted personnel services must find

the necessary savings. Montana has asked employees to renegotiate a pay raise or face
a lay-off of 600 positions.

Salary compensation packages (excluding employees of schools and educational
institutions) for fiscal 1987 are very modest. which would be expected since lower

9



Fiscal. SURVEY OF THE STATES

intlation has significantly dampened price increases. Virtually. all across-the-board
state emplovee salary increases. excluding any merit. step. fringe benetit, or equity
adjustment. are 3 percent or lower. The major exception is in Ohio. where employees
are likely toreceive a 7.6 percent increase. However. the raise will be the tirst increase
since March 1984. Thirty-seven states authorized ucross-the-board salary adjust-
ments of 3 percent to § percent. However. seven states—Alabama. Alaska. Idaho.
Louisiana. Mississippt. Oklahoma. and Utah-—are not awarding increases for fiscal
1987, and three states—Colorado. North Dakota. and Wyoming—are considering
delaving the salary increase implementation date to accrue cost savings. Texas will
aifow salary increases only if agencies have lapsed funds from the prior vear. Some
states could not provide the requested information since employee negotiations are
still pending. (See Appendix Table A-9 for more state information.)

Stare Tux and Expenditure Limitations. The tax revolt sparked by passage of Califor-
nia’s Proposition 13 in 1978 led eighteen states to adopt state tax or expenditure
limitations. In addition, forty-nine states have balanced budget requirements. Typ-
icaily. these limitations operate by constraining the annual spending increase allowed
for state government budgets. The spending ceilings are usually determined by such
factors as the annual increase in the consumer price index. the increase in state
personal income. and the change in population.

Thus far. few of these limitations have affected the spending habits of state govern-
ment. especially since the recession had depressed state spending several years ago.
Now. however. several states are approaching their spending limits. These are:

California Appropriations are estimated to be $95 million lower than
the fiscal 1987 limit.

Idaho The state is close to the limit of 5.33 percent of state
personal income.

Rhode Island The budget grew 5.9 percent, and the limit is 5.5 percent

(the limit in Rhode Island is non-binding).

Several states have tax and expenditure limitations pending—reminding lawmakers
that the tax revolt is still very much alive.

Currently, these states are:

Alaska The current limit. which is tied to population and infla-
tion, expires this year and must be approved again by
popular vote in November. The Governor is proposing an
amended constitutional version of the limit. which would

place the ceiling at 115 percent of the prior year's
appropriation.

Arizona A citizen's initiative would cap residential property taxes
at one-half of | percent of assessed value and roil-back
property taxes to 1984 levels.

California There is an iniative to “correct™ a Proposition 13 court
decision that now does not require a two-thirds vote of the
people for a tax increase if the revenue goes for specific

government purposes. This measure has been certified for
the November bailot.

Colorado A citizens' initiative is pending that would require all state

and local government tax increases to be approved by the
voters.

10
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Massachusetts A revenue limitation based on growth in annual wages in
the state is currently pending in the legislature and is likely
[0 pass.

Montana Two citizen initiatives will be on the November ballot.

One would limit property taxes to 1985 rates. The other
would eliminate all real and personal property taxes with-
out allowing state government to enact a sales tax or
increase the income tax.

Nevada The state has a non-binding limit and a legislative interim
committee ts currently studving a possible revision.

Aid to Local Governments. At the time of publication. Congress was considering and
was expected to pass substantial reductions in grants-in-aid to local governments in
the fiscal 1987 budget. Mass transit programs, community development block grants,
urban development action grants. Economic Development Administration grants.
housing programs. and others are expected to be cut from last vear's level. General
revenue sharing for local governments. funded at $4 biilion in fiscal 1986. likely will be
terminated. These federal budget cuts will increase greatly the pressure for states to
assist the fiscal needs of local government. They can do that in two ways: appropriate

more state dollars for local governments to spend or empower them with greater
taxing authority.

On the expenditure side. seven states have reported new appropriations to local
governments in fiscal 1987. Connecticut appropriated $41 million as an unrestricted
grant to offset tederal reductions. while North Carolina will appropriate $60 million
for fiscal 1986 and 1987 for local governments to use for water and sewer projects.
Hawail and Maryland increased aid by $12 million and $23 million, respectively. In
1985, Rhode Island increased general state aid, and provided for a five-year phase-in
of increased school aid. partly tn anticipation of federal cuts. Pennsylvania authorized
$38.6 miilion in supplemental aid to local school districts and a $10.9 million increase
in state aid for the Human Services Development Fund. a block grant administered by
counties. Massachusetts appropriated $60 million of the expected loss of $73 million in
general revenue sharing for cities and towns.

On the revenue side, eleven states granted additional taxing authority or a larger
share of a state-dedicated tax for local governments. California will allow San Diego
County an additional 0.5 percent sales tax. Minnesota gave Minneapolis authority for
a 0.5 percent sales tax. a 3 percent hotel/motel tax, and a 3 percent tax on restaurant
meals and drinks, which will be used for a new convention center. Both Florida and
Wyoming increased their local lodging tax. Nebraska authorized incorporated munici-
palities to increase the local sales tax from | percent to 1.5 percent: New Mexico gave
both municipalities and counties new sales tax powers: and Ohio allowed counties an
additional 0.5 percent sales tax. a 4.5-cent-a-pack cigarette tax. and a limited alcohol
excise tax. North Carolina raised the sales tax ceiling 0.5 percent for local govern-
ments. Vermontis giving the city of Burlington authority to impose a gross receipts tax
on business. Kentucky modified the coal severance tax state-local revenue sharing
formula to give local governments in coal-producing areas additional funds. Pennsyl-
vania closed some commercial loopholes in the reaity transfer tax to generate an
additional 325 miilion for local government. Indiana has loosened restrictions on
revenue raised by county income taxes. allowing counties to use some of the revenue

for general operating expenses. rather than mandating all of the revenue for property
tax rehef.

I
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II. REVENUE TRENDS

was estimated to be 9.5 percent. general fund revenue is projected to grow a

modest 5.5 percent compared to the prior year. The mismatch between expen-
ditures and revenues can occur for a short time without causing a deficit because
states can spend their carry-over balances. However. appropriation growth for fiscal
1987 is scaled down to only 5.5 percent. with revenues projected to increase by 5.9
percent.

ﬁ- nnual Revenue Growth. Although fiscal 1986 general fund expenditure growth

Both revenue figures are significantly lower compared to past years. For the most
part, this reflects the slowing of the national economy and the reduction in inflation.
which results in less tax revenue flowing into state treasuries. The real gross national
product (GNP) grew by 6.4 percent in 1984 and only 2.7 percent in 1985. Second
quarter GNP data for 1986 (the [atest available) shows the economy growing at a 1.1
percent rate. the weakest since late 1982. Many economists predict GNP for this year

to be in the 2to 3 percent range. Of course. these figures have important consequences
for states.

Tax Changes. Compared to prior years. tax changes during the 1986 legisiative
session were minimal. Sixteen states raised either sales. income. or major excise
taxes. while only five states lowered them. This does not take into account three
states—New York. Ohio, and Rhode Island—that passed muitiyear personal income
tax reductions last year. Several tax measures are still pending. Since the tax de-
creases occurred in large states that collect substantially more in revenue than the
smaller states that raised taxes this year. the net increase in taxes will be negligible.

Sales Taxes. Only four states raised sales tax rates this year. and no state lowered
them. These increases occurred in Kansas. where the sales tax was increased from 3
percent to 4 percent: Idaho. with a temporary sales tax increase from 4 percent to §
percent: New Mexico. which raised its 3.75 percent tax to 4.75 percent; and Nebras-
ka. which will raise its tax from 3.5 percent to 4.0 percent in January 1987. Last year.
Nebraska lawmakers approved a |-cent sales tax increase to take effect January 1987

and to be earmarked_for schools. The increase will be on the November ballot. The
sales tax may then rise to 3 percent.

Florida is also making a significant tax change by moderately expanding the sales
tax base this year. and agreeing to sunset all sales tax exemptions for services.
including medical services. effective J uly 1987. If the legislature does not reenact
some of these sales tax exemptions next vear. sales tax revenues will increase by about

13
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$1 billion. Maine broadened its sales tax base shightly. while Connecticut added some
new sales tax exemptions. Louisiana will temporarily levy a [ percent sales tax on
food. drug. and utility service purchases. These items were previously exempt. Ina
special session, West Virginia approved a referendum tor the November ballot that
would raise the sales tax from 3 percent to 6 percent and issue bonds for highway
purposes.

fncome Tuxes. New Mexico was the only state to significantly increase the personal
income tax this vear by changing both the tax rates and base. In addition, New Mexico
and Colorado increased the corporate income tax this year.

Most tax decreases occurred in the Northeast. Connecticut reduced its tax on
interest and capital gains by | percent: Delaware cut its personal income tax by 9
percent: Michigan cut its flat rate personal income tax from 3.1 percent to 4.6 percent
of taxable income: and Vermont decreased its personal income tax trom 26.5 percent
to 24 percent of federal tax liability. Pennsylvania decreased both the personal and
corporate income tax from flat rates of 2.2 percent to 2.1 percent. and 9.5 percent to
8.5 percent of taxable income. respectively.

Still pending is the possible elimination of a personal income tax surcharge in
Massachusetts. which was first instituted in the 1970s. {daho. New Hampshire. and
Utah have all agreed to apportion corporate profits on a “water’s edge™ or domestic
basis. rather than on worldwide earnings. California is considering pulling back to
water’s edge apportionment. Only Alaska. California. Montana. and North Dakota
still use worldwide corporate apportionment.

Fuel Taxes. Motor fuel tax increases were popular this year. Tennessee raised the
gasoline tax 4 cents, to 16 cents a gallon. and increased the diesel fuel tax by 2 cents a
gailon. Kentucky increased the motor fuel tax from 10 cents to 15 cents a gallon.
Colorado hiked its gasoline tax from 2 cents to 18 cents a gallon. and its diesel tax
from 13 cents to 20.5 cents a gallon. Virginia eliminated its 3 percent wholesale gas
tax. but then raised the unit gasoline tax from 11 cents to i5 cents a gallon. This
September. the Virginia Governor will ask the legislature to considering new funding
mechanisms for highways. North Carolina raised the tax from 12 cents a gailon to 14
cents, and added a 3 percent tax on the average wholesale price. Montana raised the
gasoline tax from 15 cents a gallon to 17 cents during a special session of the
legislature. Hawaii reduced its diesel fuel tax from [1 cents to 10 cents a gailon.

Other Excise Taxes. Five states increased cigarette tax rates: Colorado. from 15 to 20
cents a pack; Florida. from 21 to 24 cents a pack: New Mexico, from 12 to 15 cents a
pack; Rhode Island. from 23.4 to 25 cents a pack: and Washington. from 23 to 31 cents
a pack. Maine doubled its alcohol excise tax on beer. wine. and spirits. Both lowa and
Hawaii changed the method of taxing alcoholic beverages. but no real change is
expected in revenue collections.

Insurance. Several states. inciuding Alaska. Maine. Nebraska. Washington, and
Wyoming, revamped their taxes on insurance premiums so in-state insurance com-
panies pay the same rates as out-of-state insurance companies.

states are now considering [ottery legislative referendums or citizens initiatives.
many of whiich are likely to be on the November 1986 ballot. These are: Florida?
Idaho. Indiana. Kansas.cﬂé‘ouisiana. Montana. Ne}gfgka. North Dakota. Oklahoma.
South Dakota. and Wisc

Lotteries. Capturing lottery revenues is an issue in numerous states this year. Eleveay

nsin.
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Tax Amnesty. lowa. Michigan, Mississippi. Rhode Island. and West Virginia enacted
tax amnesty programs this yvear. This makes twenty-three states that adopted such
programs.

Short-Term Borrowing. Two states—Idaho and lowa—issued tax anticipation notes in
fiscal 1986 to enable timely payment of obligations and to avert a deficit. Other states
borrow for cash tlow purposes.



III. YEAR-END
GENERAL FUND BALANCES

allowing very little leeway for any revenue or estimating errors. Many more states

will be in a precarious situation if the national economy experiences a sluggish
performance. For fiscal 1986. the estimated vear-end general fund aggregate balance
for the states was $5 billion. which equals 2.5 percent of expenditures. Final fiscal 1986
tigures will not be available for several months until state auditors officially close the
fiscal year. The fiscal 1987 ending balance is projected to decrease to $3.3 billion. or
1.6 percent of total state general tund spending. Five percent is the ending balance
benchmark used by Wall Street bond analysts to determine the fiscal condition of a
state. This 3 percent reserve acts as a cushion against unexpected expenditure and
revenue fluctuations. Clearly, states will not meet this fiscal target.

Table 6 provides the historical background for aggregate state year-end balances
since fiscal 1978. The high point in ending balances came in fiscal 1980. when balances
equaled 9 percent of expenditures. The low point occurred in fiscal 1983, when
balances dipped to only [.3 percent of spending. Recent ending balances have been
shrinking compared to those of past years. (Appendix Table A-4 shows state-specific
ending balances over this ten-year time span.)

I n tiscal 1986 and [1987. states are budgeting for very small year-end balances.

National figures often mask the differences existing between states. This is particu-
larly true in the case of three states—Colorado. Louisiana. and South Carolina—
where budget officials reported ending fiscal 1986 in deficit. Since these states must
end the fiscal year in balance. Colorado and South Carolina will rely on other state
funds to cover the deficit. while Louisiana plans to have appropriation reversions to
heip balance their budget. A fiscal 1987 deficit is projected for North Dakota. but state
officials there expect to correct the deficit either in an upcoming special or regular
legislative session. Nebraska and Louisiana also are currently projecting a fiscal 1987
budget deficit. Nine states have already cut enacted fiscal 1987 budgets to ensure a
positive balance for next June 30.

Currently. two states—Alaska and Texas—are in the process of rebalancing their
fiscal 1987 budgets. At publication time. Alaska had a $300 mitlion budget gap. despite
recent budget cuts. Texas will be meeting in special session in August to resolve a $2.9
billion biennial revenue shortfall. That figure does not take into account the 51.3
billion budget reduction enacted earlier.

The size of the ending balance varies greatly among the states. For fiscal 1986.
twenty states expect an ending balance of 1 percent or less. and fourteen states will
have a balance of more than 3 percent (see Table 7). For the following fiscal vear.
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Table 6
SIZE OF GENERAL FUND YEAR-END BALANCES, FISCAL 1978 TO 1987*

Balance as a

Year-End Balance Percent
Fiscal Year {% in Billions} of Expenditures
1987 est. $ 33 1.6%
1986 est 5.0 2.5
1985 8.0 43
1984 5.6 3.3
1983 2.0 1.3
1982 4.5 3.0
1981 6.5 4.4
1980 11.8 9.0
1979 11.2 8.7
1978 8.9 8.6

"Does not include balances from budget stabilization funds,

Tabte 7
GENERAL FUND YEAR-END BALANCES AS A PERCENTAGE OF EXPENDITURES
Fiscal 1986 Fiscal 1987
(budgeted) (appropriated)
{number of states) (number of states) -

1% or less 20 29
1%—3% 10 9
3%—5% 6 3
Over 5% 14 g9
Average perceniage 2.5% 1.6%
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twenty-nine states will see their balances dwindle to | percent or less. and only nine
states expect to have balances of more than 3 percent. For both years, an unusually

high number of states are expected to have very thin margins between revenues and
expenditures.

Budget Stabilizarion Funds. Inrecent years. twenty-nine states have adopted budget
stabilization or “"rainy day ™ funds to help buffer state finances trom the sharp fiscal
disruptions routinely caused by the business cycle. Marvland adopted such a fund this
vear and Massachusetts is currently considering one. Rather than cut budgets and
raise taxes during the middle of a fiscal year. states can theoretically use these special
reserves during an economic emergency. However. for this to work. states must
accumnulate sufficient funds during good economic times.

States have gradually built up these reserves. as seen by these statistics:

¢ iniiscal 1983, when only eleven states established these special funds. $0.3 billion
was allotted for budget stabilization funds. equaling 0.2 percent of expenditures:

® in fiscal 1986. there is $1.5 billion in these funds or 0.8 percent: and
® in fiscal 1987, the amount seems to have stabilized at $1.7 billion or 0.8 percent.

Only a handful of states have sufficient revenues in budget stabilization funds to
cover revenue losses typically attributed to a recession. In fact. five states that
established stabilization accounts ailotted no money to them in fiscal 1987. These
states are: [daho. Missouri. Oklahoma, Washington. and Wisconsin. Budget stabiliza-
tion funds that total 5 percent or more could be instrumental in averting cutbacks
attributed to a recession, but only Connecticut, Michigan. and Wyoming have such a
safety margin.

Budget stabilization funds should not be combined with ending balances because
they serve different purposes: the ending balance provides a hedge against normal
revenue and expenditure forecasting errors. while a budget stabilization tund usually
alleviates revenue shortfalls caused by economic downturns. Nevertheless. both
should be reported as resources available to a state.
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IV. REGIONAL DIFFERENCES
IN FISCAL OUTLOOK

regions continues. States in the New England and Mid-Atlantic regions are
registering strong economic growth, while states in the Farm and Energy Belts
are experiencing severe regional recessions.

“The Bi-Coastal Economy,™ a recent study issued by the Democratic staff of the
Congressional Joint Economic Committee. reported that between 1981 and 1985, “the
sixteen coastal state grouping (includes the East coast from Maine to Florida. plus
California} contains 42 percent of the nation’s popuiation. Nonetheless. this grouping
accounted for nearly 70 percent of the real growth in wage and proprietorship in-
come.” One of the primary reasons for this dichotomy of fiscal growth was attributed
to the current trade imbalance. The congressional report documented that in 1980, the
U.S. trade surplus was 1.8 billion: however. by 1986 the projected trade deficit will be
approximately $140 billion. The heartland states are those most affected by U.S.

foreign trade policies and the strong dollar since agricultural. timber, manufacturing,
and mining products are exported.

T he most important fiscal trend in the states is that the economic schism between

Clearly. state-by-state per capita income figures. unemployment statistics, and
other economic indicators closely reflect the changing fiscal condition of state govern-
ments. Currently, there is no better example of that statistical relationship than what is
now occurring in the energy states. For the eight energy states that derive more than
20 percent of the tax revenue from severance taxes. rents. and rovalties (see Table 8),
the unweighted average unemployment rate for May 1986 was 9.1 percent. This is two
full percentage points higher than the national average. With the precipitous decline in
the price of oil that dropped per barrel prices from $30 in November 1985 to about $10
in April 1986. the fiscal fortunes of oil states mirrored that rapid decline.

Louisiana provides a good example. In fiscal 1984. oil-derived revenues comprised
36 percent of total state taxes collected. The estimated fiscal 1987 figure shows the
state’s revenue dependency on severance taxes dropping to 19 percent. For every $1
drop in the price of oil. Louisiana loses $40 million from oil revenues and $17 miilion
from lower sales and income taxes collected. This has forced the state legislature to
slash $400 million from the current services fiscal 1987 budget. which may result in
state employee layoffs of 1.000 to 2.000. However. the fiscal 1987 budget is based on oii
selling tor $17 per barrel. and the current price is $15.30 and falling. Depending on the
price of oil in the next few months. a special session of the legislature may be called.

Texgls is in a similar position. In fiscal 1982. oil revenues comprised 24.5 percent of
Texas’ tax revenues. In fiscal 1987. that figure is expected to drop to 10.8 percent. For
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Table 8
DEGREE OF RELIANCE OF ENERGY STATES ON THE PRICE OF OIL
State Revenue FYB7 Revised FY87 Severance
Lass for Every Qil Price Gil Price Tax Revenues
81 Drop in Forecast Forecast as a Percent
Oil Price (As of Feb.— {As of June— of Total
State {$ in miltions} Mar. 1986} July 1986) State Taxes*
Alaska 150 520-22/bbi. $9-11.bbl. T1%
Louisiana 40 20.00 15.50° 25
Mississippi ) 15.00 14.00 6
Montana 3 25.00 15.00 25
New Mexico 7 22.40 13.00 27
North Dakota 4.4 18.00 14.00 29
Oklahoma 11 18.00 18.00 26
Texas 70 15.00 15.11 23"
Wyoming 4 22.00 10.50 48

‘Includes all severance tax codections. such as from oil, natural gas. and coal.

Percentage based on FYS84 state tax collections,

LA: Fiscal 1987 budget was based on $17/bbl oil. Current forecast is lower. The share of oil revenue as a percent of total
revenue is expected to decline to 19% in fiscal 1987.

MS; Will lose $21 miltion in FYBT as a resuit of lower o1l and natural gas prices.

TX: The share of oil revenue as a percent of total revenue is expected to decline to 10.8% in fiscal 1987,

every 31 drop in the price of oil. the state loses $70 million in direct oil revenue and
loses another $30 million in sales tax revenue. This has caused a $2.9 billion revenue
shortfall for the fiscal 1986-87 biennium. of which at least $1.3 billion will be saved by
cutting the budget. A special session is scheduled to convene in August to resolve the
remaining revenue shorttall.

Similar stories are found in Alaska. Montana. New Mexico. North Dakota. Oklaho-
ma. and Wyoming. Alaska cut state employee salaries 10 percent as part of a 15
percent fiscal 1987 budget cut: Montana and New Mexico both calied special sessions
in June. and cut the budget and raised taxes: North Dakota has cut the budget 4
percent across the board and is likely to call a special session in the upcoming months;
Oklahoma’s fiscal 1987 budget is 16 percent less than last vears: and Wyoming's
Governor has issued an 8 percent biennial holdback. which makes the fiscai 1987
budget equal that of fiscal [986.

Other Western states. not heavily dependent on the oil sector. are also experiencing
fiscal problems. although they are not as severe as those in leading energy states. This
inciudes: Idaho. where lawmakers temporarily raised the sales tax 1 percent and
budgeted for a very slim ending balance: Arizona. which just enacted a 6 percent cut
on many state agencies: and Utah. which is budgeting for a very small increase in
fiscal 1987 spending and a similarly smail ending balance. The West Coast states. most
notably California. have comparatively better fiscal fortunes and are planning on
moderate economic growth in the upcoming year.

The foreign trade deficit is one of the principal causes of a stagnant economy in the
Farm Belt states of the Plains Region. The agricultural share of U.S. exports has
shrunk from 19 percent to 15 percent over the last four vears. This has resulted for the
first time in nearly thirty vears. in the United States becoming a net importer of
agricultural goods. According to the congressional bi-coastal study, corn exports were
down more than 80 percent from [980-81 levels: May 1986 soybean exports declined
33 percent: and wheat was down 38 percent. Between 10 percent and 12 percent of
U.S. farmers are projected to remain under financial stress in 1986. As a resuit. lowa.
Kansas. and Nebraska have fiscal 1987 budgets that are abourt the same size as last
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year’s. Both Kansas and Nebraska raised the sales tax this vear, and lowa and
Nebraska enacted mid-veur budger cuts last vear.

Minnesota and Wisconsin. also farm states but with more diverse economies. each
cut their biennial budget early in 1986 and now expect no further tiscal problems. Both
project moderate budget growth in fiscal 1987.

The Southeastern states have two stories to tell. States on the Atlantic coast appear
to have moderate to strong growth in their economies. and report an aggregate
unweighted average unemployment rate of 3.6 percent. However, their fortunes mayv
change with the current drought and its subsequent effect on their agricultural sectors.
In remaining Southeastern states. the unemployment rate is 9.8 percent (the national
rate for May 1986 was 7.0 percent). The high unemployment rate is attributed to
problems in both the oil and agricultural sectors. Alabama. Arkansas. Louisiana.
Mississippi. and South Carolina have all cut fiscal 1986 budgets. In tact. Arkansas cut
its budget four times and Mississippi cut its twice. Louisiana and South Carolina are
reporting deficits for fiscal 1986. The fiscally strong states—such as Florida. Ken-
tucky. North Carolina. Tennessee. and Virginia—ail report fiscal 1987 budget in-
creases of 10 percent or more. Those with weaker economies—Alabama. Louisiana.
Mississippi. and West Virginia— report actual declines in fiscal [987 spending com-
pared to the prior years.

The Great Lakes states have a relatively stable economy. characterized by modest
growth, but the unemployment rate is stilj high for some of these states. Ohio will
enact the third year of an income tax decrease for 1987. while Michigan rolled back the
personal income tax to pre-recession levels, Spending will be on the low side in
Michigan. which reports a 1.4 percent increase. and in lllinois. which reports a 2.1
percent increase. :

The regional. unweighted unemplovment rate for the New England region was 4.0
percent in May—by far the lowest in the country. New Hampshire had the nation's
lowest rate at 3.2 percent, closely followed by Rhode Island with 3.4 percent and
Connecticut with 3.5 percent. Connecticut and Vermont lowered taxes this year. and
Massachusetts still has a tax decrease measure pending—made possibie by its thriy-

ing economy. Overall spending increases for tiscal 1987 will be above average.

Many Mid-Atlantic states share the same expanding economy, with lower-than-
average unemployment rates and moderate increases in state government spending.
Tax decreases occurred in Pennyslvania and Delaware this vear. and New York is
continuing its three-vear tax decrease package enacted last vear.



V. THE STATES’ RESPONSE TO
GRAMM-RUDMAN-HOLLINGS
BUDGET BALANCING ACT

December 1985. state tracking of federal funds has become exceedingly diffi-
cuit. In the past. it was hard for states to devise federal fund figures to factor in
their budgets because most state fiscal years do not match the federal fiscal year. In
addition, Congress rarely produces a timely budget resolution that could indicate to
state budget officers what share of the federal budget is allocated for domestic

programs.

But now with the passage of GRH and all the questions that surround it, predicting
receipts from tederal grant-in-aid programs becomes increasingly difficult.

Because of this uncertainty about federal aid. which comprises 23 percent of total
state general revenues. it is interesting to note how states are budgeting for these
receipts for fiscal 1987. Table 9 shows that twenty-three states are assuming that
federal aid will equal about the same funding level that they received for fiscal 1986.
Five states are planning for small increases in federal aid over fast year's level to cover
certain inflationary costs. Some of these assumed funding increases may come from
increases expected in the aid to families with dependent children (AFDC) and Medic-
aid caseloads. These two programs are entitlement programs. which are not subject to
GRH cuts. Four states—Delaware., Kentucky, Mississippi. and North Carolina—are
projecting federal funding levels lower than those in fiscal 1986. Obviously, it can be
difficult to aggregate all federal funds and predict whether total funding will be higher
or lower. So most states responded by saying that the impact of different funding levels
will vary depending on the program. Some states would not venture a guess since they
do not appropriate federal funds. and other states have bienniai budgets that have not
yet been reopened to address this question. Many expect to adjust fiscal 1987 budgets
when the legislature meets next and more information wiil be available about the
outcome of GRH.

Aside from planning for next vear's federal grant adjustments, states have just
finished dealing with the first round of GRH cuts that occurred March 1 and totaled 4.3
percent. These cuts exempted AFDC and Medicaid and some other human service
programs. so the brunt of the cuts was somewhat mitigated. Table 10 describes how
states responded to the first impact of GRH. The vast majority of states chose to pass
the cuts on to their agencies with no state dollar suppiement. Only eleven states
picked up part of the lost federal dollars with state dollars. aithough no state com-
pletely reimbursed agencies to make up for federal cuts. These states opted to
supplement human resource programs. most often the social services block grant and
some nutrition programs. Several of the eleven states that added state dollars to

: ; ince the federal government passed the Gramm-Rudman-Hollings (GRH) Actin
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Table 9

STATE BUDGET ASSUMPTICNS FOR RECEIPT OF FEDERAL FUNDS IN FISCAL 1987

Current
Funding
Same Level Plus An  Lower Funding
of Funding Inflation Levels Than
State and Region As Fiscal 1986 Adjustment  Fiscal 1986

Notes

New England

Connecticut

Provided a contingency
appropriation to meet cuts.

Maine Varies by agency.
Massachusetts
New Hampshire
Rhode Island .
Vermont .
Mideast
Deiaware .
District of
Columbia . Except for loss of GRS,
Some programs at lower funding
Maryland L level.
Does not necessarily reflect
New Jersey ° inflation rate.
Funded at "necessary” program
New York lavels,

Pennsylvania

Great Lakes

Based on evatuation of each
program.

lllinois . Same funding level; different
composition.

Indiana Biennial budget.

Michigan L Many instances assumes pre-
GRH leveis.

Ohio [ ]

Changes will occur with new
Wisconsin ] federal budget developments.
Plains

lowa )

Kansas L]

Minnesota .

Missouri .

Nebraska b

North Dakota
South Dakota

Close to FY86 lavel,

Have biennial budgets.

Will adjust when more
information is available.
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Table 3 (continued)
STATE BUDGET ASSUMPTIONS FOR RECEIPT OF FEDERAL FUNDS IN FISCAL 1987

Curremt
Funaing
Same Level Plus An  Lower Funding
of Funding Inflation Levels Than
State and Region As Fiscal 1986 Adjustment Fiscal 1986 Notes
Southeast
Alabama Varies by agency; do not
estimate federal funds.
Arkansas 8ienmal budget.
Florida . 530 miilion appropriated to
offset federal cuts.
Geargia . May address cuts in next
legisiative session,
Kentucky . Anticipate cuts in human service
area
Louisiana .
Mississippi L
North Carolina . Biennial 86-87 budget assumes
an 8.6% cut in non-exempt
South Carolina . programs.
Tennessee . Assumes increases in Medicaid.
Virginia Varies by program.
West Virginia . Varies by program.
Information not available.
Southwest
Arizena State does not appropriate
federal funds.
New Mexico .
Oklahoma
Texas Biennial budget.
Rocky Mountain
Colorado * Dealt with on an agency-by-
agency basis.
ldaho .
Montana [
Utah L
Wyoming L
Far West
California Varies:; depending on agency.
Nevada .
QCregon Biennial budget.
Washington Biennial budget.
Alaska
Hawaii .

Same levei for most programs.
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Tabie 10
STATE RESPONSE TC FEDERAL BUDGET CUTS AS A RESULT OF GRAMM-RUDMAN-HOLLINGS
Passed Supplemented
Federal Cuts on Some Federal Cuts
State and Region To State Agencies With State Dollars Programs Suppiementedi/Notes
New England
Connecticut L
Minor adjustments to appropriations
Maine
Massachusetts
New Hampshire
Rhode Island .
Vermont )
Mideast
Delaware . Funded most programs: those deemed
essential.
District of
Calumbia . Will supplenent loss of GRS payment
Maryiand .
New Jersey L
New York L] Affected local government more than
state.
Pennsylvania .
Great Lakes
lllinois GRH had no impact on state-funded
programs
Indiana o
Michigan .
Ohio Too early to determine,
Wisconsin .
Plains
lowa . Restored funding for Social Services
Block Grant.
Kansas L] Only added $40,000 for eiderly nutrition
program.
Minnesota .
Missouri .
Nebraska .
North Dakota . Plan on restoring ADAMH and Social
Service Block Grant.
South Dakota . Supplemented only $65.000.
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Table 10 {continued)
STATE RESPONSE TO FEDERAL BUDGET CUTS AS A RESULT OF GRAMM-RUDMAN-HOLLINGS

Passed Supplemented
Federal Cuts on Some Federal Cuts
State and Regian To State Agencies With State Dollars Programs Supplemented/Notes
Southeast
Alabama . Supplemented Social Services Block
Grant for gay care (365 million) and
mental heaith and retardation {$3
miilion).
Arkansas .
Florida e
Georgia *
Kentucky L
Louisiana .
Mississippi .
North Carolina L
South Carolina °
Tennessee °
Virginia b
West Virginia Information not available.
Southwest
Arizona .
New Mexico .
Oklahoma . Supplemented Department of Human
Services with $5.1 million.
Texas .
Rocky Mountain
Colorado .
Idaho . Replaced 100% of Social Services Block
Grant in FY87.
Montana .
Utah .
Wyoming .
e Far West
' California . Older Americans Act, Title lil Nutrition
{$1.2 million}, Refugee Cash Assistance
(8.9 miilion), Child Support
Enforcement ($3.6 million), In-Home
Supportive Service ($6.1 million),
Occupational Heaith and Safety
{$.4 million).
Nevada o Agencies shifted funds to avert service
o reduction.
- Oregon * Restored some funds to Department of
Human Resources,
R Washington L
. Alaska
Hawaii .
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federal programs were states that are experiencing sertous fiscal problems in their own
budgets.

A number of states suggested that the federal cuts in fiscal (986 would not seriously
reduce service levels because some programs are forward-funded. some carry over
funds from prior years will be used. and agencies could keep some positions vacant to
provide more flexibility. However. a number a states reported that some state empioy-
ee layotfs would be necessary as a direct result of GRH budget cuts. Tennessee may
have to furlough up to eighty positions in the Unemplovment Service Agency. while
the Rhode Island Department of Employment Security has a treeze on hiring. Florida
has had minor lavoffs in the Department of Agriculture. while Minnesota expects to
lay off fewer than thirty emplovees due to GRH. The state of South Dakota reduced
highway construction. and Virginia plans to reduce service levels for the alcohol. drug
abuse. and mental health block grant. The Governor of North Carolina implemented a

1.5 percent workforce reduction in order to assure the necessary reversions to absorb
the cuts.

Several states that have available resources have taken precautionary measures to
mitigate the future impact of federal budget cuts. Nine states have chosen to establish
special funds enabling them to draw down these funds to supplement priority pro-
grams. These funds are insutficient to make up tor all the cuts. These states are:

Connecticut A $1 million “federal contingency reserve fund”™ was es-
tablished allowing the Governor to offset the federal bud-
get cuts: statutory restrictions on replacing federal funds
with state resources were repealed: and a mechanism was
established to provide for the temporary replacement of
lost federal funds while the general assembly is not in
session,

Delaware For fiscal 1987. the legislature appropriated full funding
for most federal programs until October 1. 1986. At that
time. a report will be compiled outlining the degree of cuts
and providing recommendations to the Governor by Octo-
ber 5. If action is required before the next legisiative
session. the Joint Finance Committee will meet to take
such action. In addition. the legislature left $7.4 million

unappropriated in fiscal 1987 as a possible supplement to
federal cuts.

Florida $30 million was appropriated from the working capital
fund for transfer to the general fund to help offset any
significant reductions in federal funds.

North Carolina The Governor recommended that the 1986 general assem-
bly appropriate $17.3 million in a reserve fund to support
programs that are atfected by GRH. Programs meriting a
supplement would be selected by the Governor.

Oregon The 1985 legislature set up a $4.4 million emergency fund
to be used for federal fund shortfaills in the human re-
source area. These federal shortfalls were not allocated to
the department until May [986.

Rhode Island A federal reduction relief fund has $7 million. which is
reserved for future cuts.



South Dakota

Vermont

Virginiz

RESPONSES TO GRAMM-RUDMAN-HOLLINGS

The state uppropriated $4 million from the general fund
into the federal deficit reduction reserve fund. Agencies
facing federal funding cuts may request appropriations
from that fund to temporarily replace lost federal funds
beginning in fiscal 1987.

A special contingency fund was established, with expen-
ditures to be authorized by the emergency board to aftect
GRH reductions that would result in “immediate and
irreparable harm.™ This is etfective only until February 1.
1987.

The 985 general assembly added language to the appro-
priations act to provide for a revenue reserve account to
oftset up to 40 percent of federal funds reductions.
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V1. APPENDIX

he Fiscal Survey of the States is published semiannuallv by the National
Association of State Budger Officers (NASBO) and the National Governors'
Association (NGA). The series was started in 1977. The survey presents aggre-
gate and individual data on the states’ general fund receipts. expenditures. and
balances. While not the totality of state spending, these funds are used to finance most
broad-based state services. and are the most important elements in determining the

fiscal heaith of the states. An additional survey will be released in the fail of 1986.
which will include all state spending.

The ftield survey on which this report was based was taken by the National Associa-

tion of State Budget Officers in June and July 1986. The questionnaires were com-
pleted by Governors’ state budget officers.

Fiscal 1986 closed for torty-six states on June 30. 1986. New York's fiscal year
ended on March 31, 1986. Texas’ fiscal year will close August 31. 1986, and Michigan's
and Alabama’s on September 30. 1986. Thus. fiscal 1986 numbers are still estimated

amounts. Fiscal 1987 budget data reflects the budgets that were adopted by the
legislatures.

The structure of the survey presumes budgeting identities as follows:

l. Beginning Balance + Revenues + Adjustments = Revenues

2. Resources -~ Expenditures — Transtfer = Ending Balance

3. Ending Balance. Year | = Beginning Balance. Year 2

Adjustments to revenues may include such things as reversions. tax refunds. settle-
ment from court cases. surplus property sales. changes in tax collections. and
changes in fund dedication. Transfers may be positive or negative. depending on
whether monies are flowing in or out of the general fund.

Exceptions to this identity result from rounding numbers and from the practice ina
few states of making adjusiments between the ending balance in one year and the

beginning balance in the next. These exceptions have only a minor impact on the
overall results of the survey.

Reporting concepts within this structure vary from state to state. as do definitions of
what activities are included in the general fund. although all federal funds and trust
funds are usually excluded. Thus. the results of the fiscal survey are not strictly

appropriate for comparisons among states. They are more appropriate for compari-
sons over time within the same state.
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Table A-l
FISCAL L9386 STATE GENERAL FUNDS
(5 in millicnsy
ESTIMATED FIGURES

deginning

Ending Budget
Stace Ralance Revenye  Adjustmencs Resources Expenditures Transters Balance Stabk. Fund
Alabama 108 2,461 6) 2,763 2,763 i)
slaska’ NOT AVAILABLE 189 - ¥3e
Arizena 14 2,347 22 2,383 2,361 2 24
Arkansas 3 1,586 1,586 1,586 4
California 1,408 28,148 29,548 28,957 (21} 579 ot
salorado” 16 1,894 3 1,915 1,366 (55) {3) bl
Connecricut p| 4,237 4,237 3,958 (2719) & 199
Delawarae 150 439 1,879 929 14l b
Florida 113 f,946 7,859 6,880 {113} &6 228
Georgia 254 4,972 5,226 5,226 3 149
Hawai i 139 1,577 39 1,745 1,646 99
idahe J S6L 19 571 582 11 ] 9
Lllinais 479 9,788 10,265 0,914 37 228
Indiana S5 3,352 3,4a7 3,122 {288) i6 145
Towd [+ 2,340 (289) 2,131 2,129 {2) a 2
Kansas 121 1,661 1,782 1,758 5 37
Kentucoky 123 2,783 9 2,894 2,687 287
touisiana® 138 4,263 4,363 4,427 (54)
Maine 21 42 5 968 962 (3) 3
Maryland 49 4,155 4,204 4,158 46
Massachusetts 92 6,258 6,382 5,902 (144) 336
Michigan 117 6,093 93) a,117 6,034 30 52 6@
HMinnesota 539 4,817 5,356 4,945 (127} 284 bl
Mississippi® 54 1,502 (44} 1,512 1,506 17 23 6
Missouri® 265 2,508 3,173 3,127 46 Q
Montana a3 356 389 169 28
Nebraska 13 835 848 a3a i8 22
Nevada 85 433 1@ 557 474 {2) Bl
Mew Hempshipe® 22 469 482 452 30
Naw Jersay a12 8,336 S5 9,202 8,784 418
New Mexico 12 1,365 S8 1,536 1,411 (9 ile il
New York ig2 22,861 22,963 21,751 {1,255} 153 bl
Morth Carolina a8 4,911 5,291 4,974 n7
North Dakoca 161 475 636 527 %) 134
chio 298 9,648 20 9,966 9,501 (€3] 458 149
Ck lahoma 190 1,875 65 2,842 2,632 (8) ¢ 4]
Oregon” 195 1,535 1,723 1,596 133
Pennsylvania 318 9,395 {152} 9,553 9,185 (155) 213 25
Rhcde Isiand &l 1,336 1,397 1,851 (3 41 1@
Seuth Carclina”™ 61 2,351 2,612 2,614 )] (93) 96
Seuth Dakota 42 329 369 358 19
Tennessee 285 2,723 2,928 2,628 (268) 188 b
Taxas® 214 14,685 1#,91% 5,599 {5,288) 43
utah 19 1,266 1,235 1,287 2 ]
Vermont {2&) 408 4 392 189 2) a
virginia® 47 4,124 67 4,238 4,061 7 2
‘Washingzon a8 4,559 4,559 4,533 26 a
wastc Virginia 163 3,531 1,694 1,668 34
Wisconsin 314 4,750 o 5,141 4,910 231 2
Wyoming 135 392 531 353 (116} 62 145
Total 8,296 283,37% (57 211,614 198,838 (7,772} 5,8LL 1,527
Dist, of Col.* (245} 2,277 2,832 2,174 (93) (234)




APPENDIX

totes to Table A~1
SRR S0 JaDe A

Fisecal 1986

*Bydget Stabllizacion Fund 15 included with ending balance.

notes:

e
=
-

Figures may not add due to rounding. For expianation ot adjustments and transters, see toatnotes at the end of the
AppendlX. Transrers going into the general fund are positive numpers and transters trom che general fund are
negative numbers.

Figures are not available due to new ravenue torecast and the continued dramatic drop in oil prices, Spending is
substantially lower than prior year,

Sue to transters and reversions, the tiscal year will end in balanca.
Cunulacive balanced include pre—home rule deficits. Other figures are annual.
The negatlve balance will be offset te an extent by reversions.

Does rat retlect cash operating reserve in excess of 5130 million,

This figure reprasencs "default" insurance and cannot be spent unless the state ends the fiscal year with a
deficit. A casn Elow tund of 332 million is motr inetuded,

Figures are tfrom the direcrer of finance and represents preliminary and unaudited information.
Expendttures for the biennium are split arbitrarily, first year = 48 percent, second year = 52 percent.
Budget scabilizacien fund is to be used to cover any operational defieit.

Fiscal ]l..‘JE.ES-B? biennial budget expected to be revised in an August special session to cover a $2.9 billion revenue
shorefall.

Capital ouriay appropriatiens facr the biennium are contained in the firse year of the budget and are subject to
carry forward in the second year,
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FiscAL SURVEY OF THE STATES

Table A=2

FISCAL 1987 STATE GENERAL FUNDS

{$ in millions)

APPROPRIATIONS
Beginning Znding Budget,
Stace Balance Revenue  Adjusuments Resources Expenditures Transters Balance Stab. Fund
Alabama bl 1,599 (6) 2,591 2,593 4
Alaska® NOT AVAILABL 4,015 -3 23S
Arizona 24 2,52% 2,532 2,531 2zl
Arkansas a 1.712 1,712 1,712 4
“, California 57 36,998 31,568 38,652 137 1,055 bl
Colorado 4 2,978 2,870 2,088 {22) 48 e
"= Connecticut 2 4,297 4,297 4,297 L 215
Delaware 141 993 1,044 934 110 L
Florida 66 7,599 7,665 7,733 88 ] 155
Georgia a 5,316 5,316 5,316 ] 159
Hawaii 99 1,671 18 1,788 1,729 51
1dahe 8 574 a6 616 681 {11} 4 ]
~I1linnis 288 14,816 19,384 18,225 143 222
indiana 76 3,551 3,627 3,135 (268) 2 163
Towa ] 2,497 {23 2,174 2,174 (1} ] 1
Kansas kN 1, BS58 1,895 1,797 99
Kentucky 2a7 2,992 3,199 3,011 {58) 137 5@
Louisiana * {64) 4,267 4,283 4,248 (45)
Maine 3 1,034 3 1,048 1,038 {2 [
Maryland 46 4,439 4,486 4,428 (58) a @
v Massachusetts 336 6,775 7,111 6,671 (73 369
Michigan 52 6,083 6,135 6,120 (3) 12 350
Minnesota 284 5,044 5,328 5,115 (142} n bl
Missizsippi 23 1,499 {23} 1,499 1,49¢ a 6
Missouri * 46 3,235 85 3,346 3,346 2 &
Montana 28 362 82 3167 15
Nebraska 18 847 B&S B67 {2} 24
Nevada 8l 511 5 597 329 2 Ta
Mew Hampshire * g 458 488 457 k)
% New Jersay 418 8,851 9,269 9,438 233
New Mexico 116 1,449 21 1,545 1,454 {a) a4 bl
~ New York 153 24,554 24,787 23,351 (1,187) 169 bl
Worth Carolina 317 5,282 5,519 5,516 3
North Dakota " 124 435 539 566 (27}
thio 458 15,186 19,644 14,585 (5} 54 152
Ciclahoma a 1,794 1,74 1,785 a3
Cregon ® 133 1,725 1,858 1,729 18
Pennaylvania 213 9,667 (158) 9,722 9,668 {53 4 58
Rhode Island a4l 1,885 1,126 1,113 {12) L 18
South Carolina ] 2,778 2,778 2,76% {6} il 182
South Dakota 19 356 375 379 5
Tennessoe 120 2,894 2,994 2,504 (43) S8 haad
Texas " 49 14,977 11,817 . 5,463 (5,554} )
Utah 8 1,312 1,312 1,325 13 2
Vermont a 428 1 429 426 3
virginia * 177 4,447 51 4,676 4,676 ] a 46
Washington 26 4,789 4,816 4,718 97 [
Weat virginia 34 1,593 1,627 1,625 2
Wisconsin 231 4,855 93 5,119 5,082 97 -]
Wyoming * B2 368 49y 81 355 (5) 21 158
Total 3,025 215,330 (165) 228,199 289,764 (7,098) 3,33 1,691
Dist, of Col, * (234) 2,393 2,159 2,294 (91} (226)
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+*Budger

Notes:

QOR:

=

VA:

Wy

Notes o Table A=z

Fiscal 1987

Stabilization Fund is included with ending balance,

Figures may not add due to rounding. For explanaction ot adjustments and transisrs, see footnotes at the end of the
Appendix. Transters going into tche genetal fund are positive numbers and transcers from the general fund are
negative numbers.

Fiqures are not availablie dye toe new revesue farecast and the continued dramatic drop in ail prices. Spending is
substantially lowet than prior year and a deficit is pending.

Cumuiative balances include pre-heme rule deficits. Qther Eigures are annual.
The neqative balance will be offser to an extent by reversions,
Doas not reflect cash operating reserve in excess of S139 million.

This figure represents "default® insurance and cannot be spent unless the state ends the fiscal year with a
deficit. A cash flow fund of 532 million 1S not included.

Figures are €rom the director of finance and represents preliminary and unaudited information.

Deficit to be addressed by legislature in December 1986 at a special session or beginning of reqular seasion,
January 1987,

Expenditures for the biennium are spLit arbirrariiy, first year = 48 percent, second year = 52 percent.,

Fiscal 1986-87 biennial budget expected to be revised in an August special session to cover a $2.9 billion revenue
shortfall.

Budger scabilizatien figure is a biennial figure included in appropriated expenditures and is subject to change in
1987-88 biennium.

Includes an 8 petcent reduction in budget authority to spend, but not a cut in appropriacions,
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FiscAL SURVEY OF THE STATES

Table A-3

YEAR-END BALANCES, FISCAL 1986 AND 1987

{$in millions)

year—-End Balances

As a % of Expenditures—--

State fiscal 1986 Fiscal 1987 Fiscal 1986 Fiscal 1987
Alabama 2 3] 3.8 8.0
‘Alaska N.a. n.a.

Arizona 24 21 1.0 2.8
Arkansas a o] 3.0 8.0
California 578 1,855 2.9 3.4
Colorado (5} 48 -3.3 2.4
Connecticut 1 3.8 .a
Delaware 141 iig 15.2 11.8
Florida 66 5} 1.0 g.@
Georgia 8 5] 6.8 2.0
Hawaii 99 51 6.8 2.9
Idaho %] 4 6.0 8.7
Illinois 2688 222 2.9 2.2
Indiana 7% 32 2.4 1.8
Lowa 5] g 2.9 2.2
Kansas 37 94 2.1 5.5
Kentucky e E—— 7.7 4.5
Louisiana (64} (45) -1.4 -1.1
Maine 3 %] 3.3 6.8
Maryland 46 8 1.1 4.2
Massachusetts 336 369 5.7 5.5
Michigan 52 12 8.9 8.2
Minnesota 284 71 5.7 1.4
Mississippi 23 @ 1.5 .0
Missouri 46 a 1.5 3.9
Montana 29 15 5.4 4.]
Nehraska 18 (2} 2.2 -8.2
Nevada —t—T8 17.1 13.2
New Hampshire 3a 38 6.6 6.6
New Jersey 418 233 4.8 2.6
New Mexico 116 84 8.2 5.8
New York 153 169 8.7 8.7
North Carolina 317 3 6.4 .1
North Dakota 184 (2 19.7 -4.8
oOhio 458 54 4.8 8.5
Ok lahoma ¢ 89 6.0 5.2
QOragon 133 128 8.3 7.4
Pennsylvania 213 4 2.3 .8
Rhode Island 41 1 3.9 3.1
Scuth Careiina (9} 11 -8.3 2.4
South Dakota 19 5 5.4 1.4
Tennessee 160 58 3.8 1.7
Texas 48 4] 8.7 g.@
{Jtah 7] 4] 8.6 b.0
Vermont 3 3 3.8 3.7
virginia 177 @ 4.4 2.8
Washingten 26 97 3.6 2.1
West Virginia 34 2 2.0 g.1
Wisconsin 231 97 4,7 1.9
wyoming 62 21 17.% 5.9
Tatal 5,811 3,331 2.5 1.6
Dist. of Col. {234) (226) -18.8 -3.9
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FiscAL SURVEY OF THE STATES

TABLE A-4

FISCAL 1978-1947

YEAR-END BALANCES AS A PERCENT OF GENERAL FUND EXPENDITURES,

STATE
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Figures do not include budget stabilization funds.
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APPENDIX

Tabla A=§
BUDGET STABILIZATICN FUNDS, FISCAL 1986 AND 1987
{S in millions)

BUDGET STAB. FUNDS-——

As a ¥ of Expenditures

State Fiscal 1986 Fiscal 1987 Fiscal 1986 Fiscal 1987
Alabama

Alaska

Arizona

Arkansas

California ** ok

Colorado *% *

Connecticut 199 215 5.9 5.9
Delaware e Fok

Florida 228 155 3.3 2.9
Georgia 149 159 2.9 3.8
Hawail

Idaho a 2.6 .0
Illinois

Indiana 145 163 4.6 4.9
Towa 2 1 3.1 N}
Kansas

Kentucky 5@ 1.7
Louisiana

Maine

Maryland 1 1.1
Massachusetts

Michigan 360 358 6.8 5.7
Minnesota *h %

Mississippi [ 6 .4 2.4
Missouri 4] g 4.6 g.8
Montana

Nebraska 22 24 2.7 2.8
Nevada

New Hampshire

New Jersey

New Mexico bl feld

New York bl *n

Nerth Carolina

Nerth Dakota

Ohie 149 152 1.5 1.4
Oklahoma 2 a F.0 .0
Oregon

Pennsylvania 25 5@ 8.3 .5
Rhode Island 18 18 1.8 1.6
South Carclina 96 182 3.7 3.7
South Dakota

Tennessee bl Hk

Taxas

Utah

Vermont

Vvirginia a 46 @.d 1.8
Washington a [} 6.9 8.8
West Virginia

Wisconsin 8 a 3.8 3.8
Wyoming 145 158 41.1 42.3
Total 1,527 1,691 2.8 8.8

Dist., of Col.

Notes to Table A-5
**Budget Stabilization Fund is included with ending balance.
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FISCAL SURVEY OF THE STATES

Table A~7
ANNUAL PERCENTAGE CHANGE IN EXPENDITURES, FISCAL 1986 AND 1987

Nominal Percentage Change——

Real Percentage Change—-—

State Fiscal 1986 Fiscal 1987 Fiscal 1986 Fiscal 1987
Alabama 15.3 -6.2 9.8 -8,7
Alaska - ran i n.a. N.a. n.a.
Arizona /‘1.’1.8 N 7.2 6.5 3.1
Arkansas ; 2.1 7.9 -2.8 3.9
California : 12.6 5.8 7.2 1.8
Colorado ‘ 4.6 /'. 7.2 -8.4 3.1
Connecticut "= 8T8 8.6 3.6 4.5
Delaware 16.3 8.5 19.7 ~3.3
Florida 16.9 12.7 5.6 8.4
Georgia 28.8 1.7 15.1 -2.1
Hawaii 13.2 5.0 7.8 1.1
Idaho 4.3 3.3 -3.7 ~3.6
Illinois 7.9 2.1 2.8 ~1.8
Indiana 3.8 6.8 -1,2 2.8
Iowa 2.1 2.1 -2.8 -1.8
Kansas 7.0 2.7 1.9 -1.2
Kentucky 8.4 12.1 3.2 7.8
Louisiana 7.2 -4, 0 2.0 -7.7
Maine 15.9 7.9 14.4 3.8
Maryland 12.1 6.5 4.8 2,5
Massachusetts 7.6 13.49 2.5 8.7
Michigan 9.6 1.4 4.4 -2.4
Minnesota 1.3 3.4 =-1.7 -g.5
Mississippi 18.5 -1,1 5.2 -4.8
Missouri 22.3 7.0 16.5 3.8
Mantana ~2.9 3.5 -7.5 ~4,3
Nebraska 1.7 4.5 -3.1 8.5
MNevada -9,2 11.6 -13.5 7.4
New Hampshire 11.6 1.1 6.3 -2.7
New Jersey 14,7 2.9 9.2 -1.@
New Mexico 3.3 3.8 =1.6 -B.9
New York 11.3 7.4 6.8 3.3
North Carolina 13.4 16.9 7.6 6.7
North Dakota 9.2 7.4 -4.6 3.3
Chio 9.7 11.4 4.4 7.2
Oklahoma 21.7 -16.1 15.9 ~19.3
Oregon -1.1 8.3 -5.8 4.2
Pennsylvania 7.9 5.3 1.9 1.3
Rhode Island 8.8 5.8 2.9 1.9
South Carolina 9.1 5.6 1.8 1.6
South bakota 18,1 5.7 4.8 1,7
Tennesses 9.3 12.8 4,1 6.6
Texas 2.9 -2.4 -3.9 -5.1
Utah .2 3.4 -4.6 -3.9
Vermont 7.5 9.5 2.3 5.4
Virginia 4.8 15,1 -3.2 ig.8
Washington 5.2 4.1 a.2 g.1
West Virginia 11,8 -2.1 6.4 -5.8
Wisconsin 7.8 1,% 1.9 -3.,4
Wyoming -12.8 8.6 ~16.2 -3.2
Total 9.5 5.5 4.3 1.5
bist, of Col. 7.3 5.5 2.1 1.5
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APPENDIX

Notes to ‘lable A~-7

dNominal and Real Annual Changes 1n Expenditures

Yirginia: Japital outlav appreopriacion for the biennium are contained in the

iirst vear of the budget and are subject to carry forward in the
second veay,
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FisCAL SURVEY OF THE STATES

TABLE A-~8

SELECTED FEATURES OF STATE WORKFQRCES

NUMBER OF
EMPLOYEES
AS OF 6/30/85

ESTIMATED

NUMBER OF

EMPLOYEES
AS OF 6/30/86

PERCENTAGE
CHANGE FROM
FISCAL 1985 TO 1986

United States L,771,137 1,787,870 0.9%
New England
Connecticut 32,885 33,717 2.5
Maine N/A N/A
Massachusetts* 50,658 51,189 1.0
New Hampshire N/A N/A
Rhode Island 10,324 g,825* -4.8
vermont 6,890 7,040 2,2
Mideast
Delaware 11,525 11,700 .0
Dist. of Col. 19,286 20,185%* 4.7
Maryland 55,316 56,553 2.2
New Jersey 70,339 72,444 3.0
New York 159,634 161,776* 1.3
Pennsvlvania 87,665 84,736%* -3.3
Great Laxkes
IlIinois 65,500 65,500 0.0
Indiana 33,028 33,756 2.2
Michigan 56,553 57,940 2.5
Ohio 54,142 54,576 0.8
Wisconsin 27,918 28,062 g,5
Piains
Towa N/A N/A
Kansas 22,064 22,214 0.7
Minnesota 29,101 28,093* -3.5
Missouri 42,940 46,600 8.5
Nebraska 15,429 15,295 -0.9
North Dakota 8,325 8,313* -0.1
South Dakota 8,037 8,199 2.0
Sourneast
Alabama 29,850 31,001 3.9
Arkansas N/A N/A
Florida 85,174 85,581 8.5
Georgia 66,510 67,297 1.2
Kentucky 31,800 32,%00 3.5
Louisiana 59,853 56,463 =5,7*
Mississippi 25,500 23,750 -§.7*
North Carolina 42,509 N/A
South Carolina 41,975 44,073 5.0
Tennessee 39,300 40,700 3.6
Virginia 47,842 49,221 2.9
West Virginia N/A N/A
soutnwest
Arizona 23,452 26,426 12,7
New Mexico 17,300 17,600 1.7
Oklahoma 36,853 34,225% -7.1
Texas 104,536 107,242 2,6
Rocxy Mouhtaln
Colorado 20, 344 Z0,8L0 2.3
Idaho 9,000 9,500 5.6
Montana* 10,848 11,3180 3.1*
Utahn 12,462 11,941 -4.,2
Wvoming 7,258 7,258 0.0
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TABLE A-8

SELECTED FEATURES OF STATE WORKFuRQSS

ESTIMATED
NUMBER OF NUMBER o TSRCENTAGE
EMPLOYEES EMPLOYEES JUANGE FROM
AS OF 6/30/85 AS OF 6/30 da FISCAL 1985 TO 1986
Far West
Califeornia 142,208 140,373 ~I.3
Nevada 9,026 9,151 1.4
QOregan 27,200 27,000 -8.7
Washington 42,010 42,683 1.6
Alaska N/A N/A o
Hawaii 13,277 13,676 3.0
Notes: e
BT
D.C.: Represents permanent full time employees, and 2xcludes p.gtfiine
employeas. -‘Lz'?"" .
LA: Attritioned out 4,000 positions. Agencies were allowed, with the
Commissioner of Administrations approval, to £iIl one gae of four
vacated positions. e
MA: These figures exclude legislative, judicial, and electeg ofﬁieﬁil'g
staffs, TR
MN: Figures are as of March 1986, and include both full time and pagg
time employees.
MS: Large decrease due to early retirement program.
MT: Layoff of 600 positions may occur.
ND: Figure is as of May 30, 198s.
NY: These figures are as of March 31 of each year and exclude
legislative, judieial, seasonal, and part-time =mployees.
NV: These are authorized positions, not FTE.
OK: Figures are from May 1985 to May 1986,
PA: Employee fiqures are for filled salaried positions, not FTE.
RI: Figures are as of 12/22/84 to l2/21/85,
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APPENDIX

Notes to Appendix Tables A-1 and A-2

Explunction of Budeer Adjustments
(8 in mitlions)

Arizona. Fiscal 1986—Continuing appropriations of $11.7 million and reversions to the generat fund of
S10.3 million.

Hawaii. Fiscal 1986—Appropriation lapses and selective spending cuts.
Fiscal 1987—Prior vear's appropriation lapses.

Idaho. Fiscal 1987—Sales tax temporarily ruised from 4 percent to § percent between April 1986 and
June 987,

Rentucky. Fiscal 1986—Kentucky Supreme Court decision regarding agency fund transfers to general
fund.

Maine. Special reserve requirement.

Michigan. Fiscal {986—Income tax reduction (519} million): tax amnesty. $50 million: and working
capital reserve balance. $48 million.

Mississippi. Reappropriations and transfers to reserve and stabilization funds.

New Mexico. Non-recurring revenue.

Ohio. Fiscal 1986—Adjustments to prior year encumbrances and an increase in excess lottery profit
transfers

Pennsylvania. Fiscal 1986-—Investment tax credit ($25 million): lapses. 340 million. tax cuts ($167
million).

Fiscal 1987—U.C. tax credit ($25 miflion): tax cuts (5140 miltion). and rollover from fiscal 1986, $8
million.

VYermont. Fiscal 1986—Recission of appropriations of $£2.5 million and estimated reversions of $1.2
million.

Fiscal 1987—Estimated reversions of $1.3 millioa.

Virginia. Fiscal 1986—Transfers from non-general fund accounts and repayment of loans.
Fiscal 1987—Miscellaneous transfers from non-general fund accounts,

Wisconsin. Miscellaneous receipts and interest earnings.

Wyoming. Fiscal 1987—Reserve for encumbrances and carryover.

Explanation of Transfers IntolOut of the Generai Fund
13 in millions)
Arizona, Fiscal 1986—Transfer from workers’ compensation fund of $2.3 million into the general fund.

California. Transfers typically represent revenues initiaily collected in one fund and then ailocated to

several funds (including the general fund). the transfer of surplus assets or ioans and repayments of
loans between funds.

Connecticut. Fiscal 1986-3%100 million for education excellence trust fund: $50 miltion for liability trust
funds for municipalities: and remainder for various local government initiatives,
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District of Columbia. Transfers in—sales of surplus property and fottery protits. (ranster out—io
Housing Finance Agency. D.C. Generat Hospital, University of D.C._ convention center. and capital
projects fund.

Florida. Transfers shown between the generai fund and working capital fund (WCF). It does not
account entirely for the change in the WCF balunce due o resources deposited and expenditures
made directiy trom this tund.

Idaho. Fiscal 1986—To avoid a deficit, S11 million of the final public school payment will be carried into
fiscal 1987,

Hlinois. Fiscal 1986 und 1987—Transfers out ure statutory percentuge of income and sales tax receipts.
and general obligation debt service,
Transters in are percentage of lottery sales. reimbursements due to accounting practices.
Indiana. Transfers to property tax replacement tund and budget stabilization fund.
lowa. Transfers to economic emergency fund.
Kansas. Transfers to general fund from sources within the Department of Administration.
Maine. Transfers to operating capital and working capital reserve.
Michigan. Transfer to budget stablization fund.
Mississippi. Fiscal 1986—Reserve transfer to general fund.
Missouri. Fiscal 1587—Reflects lapse from prior vear.
New Mexico, Operating reserve transfer.

New York. Principal transfers are to support general obligation debt service and capital projects.

Nortit Dakota. Fiscal 1986—Transfers from the general fund to operating budgets to retlect carryover of
appropriations from previous biennium.

Oklahoma. Fiscal 1986—Transters to the human services fund.

Pennsyivania. Fiscal 1986—$105 million) transfer into economic revitalization programs o replace
previously anticipated bond funding; (325 miilion} into sunny day fund. a reserve for economic
development projects: (525 million) into budget stabilization fund.

Fiscal 1987—($25 million) into sunny dav fund and ($25 million) into budget stabilization fund.

Rhode Island. Fiscal 1986—Transfer into cash stabilization fund.
Fiscal 1987—Transters into cash stabilization fund and asset protection fund.

South Carolina. Transter to budget stabilization fund to meet legal requirements of 4 percent of previous
vear's revenue.

Texas. Net transfers in and out for departmental and operating funds.

Utah. Transfers to general fund from overhead. flood tund, and funds from delaying building construc-
tion.

Verment. Fiscal 1986—Transfer to transportation fund of 52 million. remaining balance to be trans-
ferred to GRH contingency fund.

iy
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Wryoming. Fiscal 1986— 376 million) transter to water development account and (540 million) to budget

reserve account.
Fiscal [987—Transfer to budget reserve account,
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