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S&L Gov’ts: 42% of all infrastructure spending, 73% of public.

Schools, transport, and water ~ 90% of SLG infrastructure spending

•Public infrastructure spending ~ 1.5% of 

GDP in 2004 (latest year of table at right)

•Federal grants & loan subsidies to SLGs 

of $43.3b ~ 70% of federal capital 

spending. (Virtually all federal highway 

and drinking water/wastewater spending) 

•Direct federal spending, EXCLUDING 

these amounts, only ~ $19b.

•State-local spending, INCLUDING $ from 

fed grants & loan subsidies, ~ $213+b.

•Counted this way, SLGs are 92% of 

public infrastructure spending!

•NOTE: Table does not include operations 

& maintenance costs of capital 

infrastructure. O&M exceeds initial outlays 

for many categories

•Table does not include “tax expenditure” 

value of muni interest exclusion and tax 

credits. Federal value ~ $25+/-b in 2004; 

additional state/local “expenditure” also.

Federal

State & 

local Public Private Total

Transportation Infrastructure

Highways 30.2$         36.5$         66.7$         n.a. 66.7$         

Mass Transit 7.6             8.0             15.5           -             15.5           

Aviation 5.6             6.8             12.4           2.0             14.4           

Water Transportation 0.7             1.7             2.4             0.1             2.5             

Passenger Railroads 0.7             -             0.7             -             0.7             

Freight Railroads -             -             -             6.4             6.4             

Total Transportation 44.7           53.0           97.7           8.5             106.2         

Other Infrastructure

Schools 0.4             75.5           75.9           23.8           99.7           

Drinking Water and Wastewater 2.6             25.4           28.0           n.a. 28.0           

Water and Other Natural Resources 7.1             4.3             11.3           n.a. 11.3           

Energy 1.7             7.7             9.4             69.0           78.4           

Telecommunications 3.9             n.a. 3.9             68.6           72.5           

Prisons 0.3             2.6             2.9             n.a. 2.9             

Pollution Control and Waste Disposal 0.8             1.8             2.6             3.6             6.2             

Postal Facilities 0.9             -             0.9             -             0.9             

Total Other 17.6           117.2         134.9         165.0         299.9         

Grand Total 62.4$         170.2$       232.6$       173.5$       406.1$       

Capital Spending on Infrastructure in 2004, by Sector and Category
(Billions of 2004 dollars)

Note: Federal grants and loan-subsidies for state & local governments are included in "federal" column and 

excluded from "State & local" column

Source: "Current and Future Investment in Infrastructure," Testimony of Peter R. Orszag 

Director, Congressional Budget Office, before the Committee on the Budget and the Committee on 

Transportation and Infrastructure, U.S. House of Representatives, May 8, 2008

Public Total



33

American Recovery and Reinvestment Act of 2009

• $787 billion in total

• ~ $250 billion for state & local gov’ts by formula
– $130+/- billion likely to serve as flexible fiscal relief

– $54 billion capital – transportation, water, housing

– Non-flex money has significant strings attached

– But states are creative…

• Some other elements of ARRA indirectly benefit 
SLGs – e.g., aid to individuals through WIC, 
SNAP, extended UI, etc. Also, bonding 
provisions.

• Tax reductions

• Competitive grants (green jobs, technology, R&D)

• “…they are so not turning down the money…”

Sources: See FFIS references



44

ARRA formula allocations, % of state general fund

FY 2009 – FY 2011

Source: Federal Funds Information for States        www.ffis.org

Rank State Percent Rank State Percent

1 Michigan 25.2% 27 Rhode Island 11.3%

2 South Dakota 19.2 28 Nebraska 11.2

3 Vermont 19.0 29 Kentucky 11.0

4 New Hampshire 18.8 U.S. Average 10.8

5 Texas 17.6 30 West Virginia 10.6

6 Missouri 16.6 31 Iowa 10.5

7 North Dakota 16.5 32 Washington 10.1

8 Arizona 15.5 33 North Carolina 9.9

9 Mississippi 15.4 34 Ohio 9.9

10 Oklahoma 15.2 35 Wyoming 9.9

11 Arkansas 15.2 36 Georgia 9.6

12 South Carolina 14.9 37 Kansas 9.4

13 Florida 14.8 38 Maryland 9.3

14 Montana 13.7 39 Wisconsin 9.1

15 Nevada 13.5 40 Virginia 9.1

16 Tennessee 13.1 41 New Mexico 9.0

17 New York 13.0 42 Utah 8.9

18 Maine 12.7 43 California 8.8

19 Alabama 12.6 44 Minnesota 8.4

20 Oregon 12.5 45 Delaware 7.4

21 Louisiana 12.3 46 New Jersey 6.5

22 Illinois 12.2 47 Massachusetts 6.3

23 Colorado 12.2 48 Hawaii 6.0

24 Idaho 11.7 49 Connecticut 5.8

25 Indiana 11.6 50 Alaska 4.8

26 Pennsylvania 11.5

http://www.ffis.org/
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When will stimulus money be spent?

2009 2010 2011 2012 2013 2014

2015-

2019    Total

Programs primarily for flexible fiscal relief

Medicaid and related state fiscal relief 33.9$     43.9$     11.8$     0.1$       (0.0)$      0.0$       0.3$       90.0$     

State Fiscal Stabilization Fund 6.5         28.4       16.1       2.4         0.3         -         -         53.6       

  Subtotal 40.4       72.3       27.9       2.5         0.2         0.0         0.3         143.6     

Other non-infrastructure programs

Education (excluding SFSF) 1.4         13.0       11.5       1.3         0.0         -         -         27.3       

Economic Recovery Payments, TANF, and Child Support 14.9       2.1         0.7         0.2         0.0         0.0         0.0         18.0       

S&L law enforcement 0.4         0.8         0.6         0.4         0.6         -         -         2.8         

  Subtotal 16.8       16.0       12.8       1.9         0.6         0.0         0.0         48.1       

Programs primarily for infrastructure support

Highway construction 2.8         6.9         5.5         4.1         3.0         2.8         2.5         27.5       

Other transportation 2.2         2.5         3.3         2.9         3.0         2.7         3.9         20.6       

Clean water, drinking water revolving funds 0.2         1.4         1.8         1.2         0.6         0.3         0.3         5.8         

Public housing capital  fund 0.1         1.2         1.2         0.8         0.6         0.0         0.0         4.0         

  Subtotal 5.2         12.0       11.8       9.1         7.3         5.8         6.7         57.8       

  Grand total 62.5$     100.2$   52.5$     13.5$     8.1$       5.8$       7.0$       249.6$   

Source: Elmendorf letter to Congresswoman Pelosi, February 2009

(Amounts in $ billions)

Note: Categories here do not match precisely with categories used elsewhere in presentation, due to differing categorizations in source documents

Federal fiscal years

Anticipated outlays by year for ARRA programs that provide benefit primarily to state and local governments
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Actual expenditure of state-local stimulus money just 

getting started but seems generally in line with expectations

Category Obligations Outlays

Programs primarily for flexible fiscal relief

FMAP 34.04$                   24.49$                 

State Fiscal Stabilization Fund 34.30                     9.02                      

  Subtotal 68.35                     33.51                   

Other non-infrastructure programs

Education (excluding SFSF) 12.30                     1.05                      

Economic Recovery Payments, TANF, and Child Support (estimated) 7.06                        0.44                      

  Subtotal 19.36                     1.49                      

Programs primarily for infrastructure support

Highway infrastructure 17.22                     0.51                      

Transit 2.89                        0.26                      

All other transportation 2.55                        0.16                      

Clean water, drinking water, & all other EPA 5.91                        0.04                      

Public Housing Capital Fund 2.98                        0.07                      

  Subtotal 31.56                     1.02                      

  Grand total of major programs 119.27$                 36.02$                 

Source: www.recovery.gov agency status reports as of July 24, 2009

Total through July 24 2009

($ billions)

Stimulus obligations and spending to date
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Current fiscal conditions
• Employment declining in every state except ND

• FL, SC, GA, AZ, VA, NV, UT and CA all had 10+% declines in real per-
capita tax revenue since 2007. Other states (e.g., NY) hit harder 
recently

• State tax revenue down 11.7% in Jan-Mar 2009 quarter
– worst in at least 50 years

– after adjusting for inflation, legislative changes, and known anomalies, tax 
revenue declined in 47 states

– revenue fell to levels last seen in 2005

• Apr-Jun, when income tax returns for prior tax year (2008) are filed and 
people settle up, always crucial:
– April/May PIT fell 33%

– Sales tax for quarter also fell dramatically

• Result: much larger budget shortfalls at very time states were 
negotiating budgets

• Will lead to midyear cuts and new round of very difficult revenue and 
spending decisions in January-June of 2010

• Already-public gaps for FY 2011 exceed $50b, but they will grow
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Sales tax: Real retail sales worse than past recessions

Bad for most state governments and some locals

Real monthly retail sales indexed to start of recession, selected recessions

From recession's start through 36 months after

85

90

95

100

105

110

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36

1973 Nov

1980 Jan

1990 Jul

2001 Mar

2007 Dec

Sources:  Retail sales: St. Louis Federal Reserve Bank and Census Bureau; CPI-U (for price adjustment): Bureau of Labor Statistics

June 2009



99

Capital gains volatility causes huge income tax swings, 

especially in April-June quarter

Capital gains as % of gross domestic product
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Real per-capita tax revenue since crisis began

United States (4.4)         

Florida (21.1)       Mississippi (3.3)         

South Carolina (13.2)       New Jersey (3.0)         

Georgia (13.1)       Louisiana (2.9)         

Arizona (13.0)       Connecticut (2.8)         

Virginia (12.0)       New York (2.6)         

Nevada (10.9)       Missouri (2.4)         

Utah (10.5)       Arkansas (2.3)         

California (10.3)       Wisconsin (2.2)         

Washington (9.4)         Pennsylvania (2.1)         

Tennessee (8.4)         Oklahoma (1.4)         

North Carolina (8.1)         Massachusetts (1.3)         

New Hampshire (7.6)         West Virginia (1.2)         

Idaho (7.2)         Kansas (0.8)         

Hawaii (6.8)         Oregon (0.8)         

Delaware (6.4)         Ohio (0.1)         

Maine (6.2)         South Dakota 0.8          

Rhode Island (6.2)         Michigan 1.0          

Vermont (5.4)         Indiana 3.6          

New Mexico (4.9)         Texas 6.0          

Minnesota (4.6)         Maryland 8.1          

Nebraska (4.3)         Montana 8.2          

Kentucky (4.1)         Iowa 10.0        

Illinois (3.8)         Wyoming 11.7        

Alabama (3.4)         North Dakota 39.5        

Colorado (3.3)         Alaska 239.6      

Source: Census Bureau, BEA (GDP price index)

Percent change in real per-capita state tax revenue
4 quarters ended 2007q1 to 4 quarters ended 2009q1
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A stylized view of state budget choices

• Extreme tax revenue volatility, coupled with
– stable to rising spending pressures in recession

– requirement to strive for annual budget balance

– relatively few rules about "quality" of balance (does not need to be sustainable, or reflect GAAP 
concepts, etc.)

– generally no legal requirement to strive for budget balance in the year after the budget year

– short electoral cycles

• Lead to
– view that “the world ends in 13 months” (e.g., if negotiating budget in June for year ending next 

June)

– anything that closes the current budget gap can be acceptable, even if it simply shifts resources 
from the future (e.g., securitize tobacco or lottery revenue)

– hierarchy of pain - draw down reserves first, take other temporary and easy actions (hiring 
freezes); deep spending cuts and tax increases often deferred until later in the crisis

– hard to make structural reforms if fiscal benefits come after the budget year but political costs 
come at time of enactment

• Natural response: states push large parts of fiscal problems into later years. Fiscal crises 
are rarely “solved” in the first year - it can take 3 or 4 years before finances recover, even 
if economic recovery comes sooner

• 2001 crisis went much like this

• This time, a major source.
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FY 2010 budget gaps exceeded $160b

Source: Center on Budget and Policy Priorities
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Newly projected gaps for FY 2011 exceed $50b, more to come

Source: Center on Budget and Policy Priorities
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Stimulus money and budget gaps

• $130+b that states arguably can use for fiscal 

relief, over about 3 years; states may free up 

more (?)

• Over roughly same 3 years, states will have 

faced budget gaps approaching $400+b; local 

governments face additional gaps

• Gaps still growing significantly

•  Significant spending cuts, tax increases, and 

other actions also required in near-term

• Over longer term…
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Will stimulus last until taxes recover?

Taxes adjusted for population growth, inflation, and legislative changes

By fiscal year, indexed to approximate start of each fiscal crisis (Year 0)
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Main assumptions of tax graph (prepared in Feb)

• Low-gap scenario

– designed to be reasonably consistent with 1990 and 2001 patterns

– income tax declines 10% in January-March 2009 and 15% in April-

June – not quite as bad as historic declines of FY 2002; another 2% 

decline in 2009-10

– sales tax declines by 3% on average in final two quarters of 2008-09; 

by another 3% in 2009-10

• High-gap scenario

– designed to be reasonably consistent with cumulative budget gaps of 

$370b over FY 2009, FY 2010, FY 2011

– income tax declines 20% in January-March 2009 and 25% in April-

June – worse than FY 2002; another 6% in 2009-10

– sales tax declines by 10% on average in final two quarters of 2008-

09; by another 4% in 2009-10 and recover slowly in later years

• Overall results so far are eerily similar to high-gap scenario
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Stimulus aid: Big, but temporary. Gaps of nearly 

$70b re-emerge even under optimistic scenario
"Low-Gap" Scenario:

State general revenue minus expenditures with and without federal stimulus
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Gaps of >$100b annually re-emerge under

“high-gap” assumptions
"High-Gap" Scenario:

State general revenue minus expenditures with and without federal stimulus
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Concluding comments

• Revenue declines have been widespread and 
devastating

• Budget gaps still growing, more actions needed

• Many states (e.g., CA, NC, NY, WI, others) pushing 
part of problem into future

• Tax revenue historically recovers sharply but with a 
lag

• Stimulus aid is huge, but temporary. It provides 
breathing room for states

• Further difficult actions will be required after stimulus 
money runs out. FY 2012 will need much more 
action

• Will make infrastructure financing difficult after 
federal stimulus ends
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State ARRA allocations, selected formula programs, $K

Source: Federal Funds Information for States        www.ffis.org

Rank State Amount Rank State Amount

1 California $27,438,460 29 Oregon $2,523,422

2 New York 21,905,449 30 Puerto Rico 2,419,989

3 Texas 16,393,230 31 Mississippi 2,382,346

4 Florida 11,470,687 32 Arkansas 2,005,074

5 Pennsylvania 9,788,838 33 Iowa 1,918,253

6 Illinois 9,763,744 34 Kansas 1,805,776

7 Ohio 8,314,023 35 New Mexico 1,667,868

8 Michigan 7,332,121 36 Nevada 1,547,886

9 North Carolina 6,368,515 37 Utah 1,489,471

10 New Jersey 6,281,955 38 West Virginia 1,403,485

11 Georgia 6,155,188 39 Nebraska 1,167,777

12 Massachusetts 6,041,779 40 Maine 1,174,096

13 Virginia 4,620,335 41 Rhode Island 1,126,955

15 Arizona 4,610,327 42 Idaho 1,037,948

14 Washington 4,608,362 43 Hawaii 997,519

16 Indiana 4,588,685 44 District of Columbia 989,482

17 Tennessee 4,466,937 45 New Hampshire 876,465

18 Missouri 4,402,589 46 Delaware 787,586

19 Minnesota 4,400,976 47 Alaska 853,943

20 Maryland 4,104,256 48 Montana 812,013

21 Wisconsin 3,849,014 49 Vermont 691,866

22 Louisiana 3,591,516 50 South Dakota 704,281

23 Alabama 3,181,715 51 North Dakota 621,695

24 Kentucky 3,089,460 52 Wyoming 519,137

25 South Carolina 3,048,801 53 Virgin Islands 104,831

27 Connecticut 2,987,378 54 Guam 99,266

26 Colorado 2,855,775 55 American Samoa 66,422

28 Oklahoma 2,848,531 56 N. Mariana Islands 59,815

TOTAL $230,363,313

http://www.ffis.org/
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ARRA and FMAP
• Increase in Medicaid matching rate (FMAP) 

~ $82 billion
– All states are held harmless at their FY 2008 

FMAP levels for FYs 2009, 2010 and the first 
quarter of 2011.

– All states receive a 6.2 percentage-point 
increase in their FMAPs.

– States receive a bonus FMAP addition 
depending on how much their unemployment 
rates have increased over a base level.

– Medicaid MOE eligibility provisions apply.

– First two provisions apply to Foster Care and 
Adoption.

Source: Federal Funds Information for States        www.ffis.org

http://www.ffis.org/
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ARRA and State Fiscal Stabilization Fund

• State Fiscal Stabilization Fund
– General Government Purposes ~ $8.8 

billion
• Cannot use funds for casinos, aquariums, 

zoos, golf courses or swimming pools; 
restoring or supplementing a “rainy day” 
fund; paying down past debt; financial 
assistance to students to attend private 
schools

– Education Stabilization Fund ~ $40 billion
• Advancing Education Reforms

• MOE Requirements

• Use of Funds

Source: Federal Funds Information for States        www.ffis.org

http://www.ffis.org/
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ARRA Bond Provisions

• Build America Bonds (New) - capital 
– Tax Credits and Direct Payments , Economic 

Development ($10 billion cap)

• Education
– Qualified Zone Academy Bonds (repairing facility, 

providing equipment, developing course materials, and 
training teachers) ~ $1.4 billion cap

– Qualified School Construction  (new)  ~ $11 billion cap

• Energy
– Qualified Energy Conservation ~ $3.2 billion cap

– Clean Renewable Energy Bonds ~ $2.4 billion cap

Source: Federal Funds Information for States        www.ffis.org

http://www.ffis.org/
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Tax revenue decline accelerated sharply in Jan-Mar 2009

PIT CIT General Sales Total

1999 Q1 5.8 (5.4) 4.9 3.8

1999 Q2 5.2 5.4 5.0 4.3

1999 Q3 6.9 4.3 6.2 6.5

1999 Q4 7.3 4.7 7.2 7.7

2000 Q1 17.0 11.0 11.9 12.4

2000 Q2 21.2 4.2 7.0 11.7

2000 Q3 10.0 8.2 4.8 6.8

2000 Q4 6.5 (0.5) 4.4 4.2

2001 Q1 4.7 (8.4) 1.8 2.7

2001 Q2 3.7 (11.0) (0.8) 1.2

2001 Q3 (0.0) (27.2) 2.3 0.5

2001 Q4 (2.5) (34.0) 1.8 (1.1)

2002 Q1 (14.7) (15.7) (1.4) (6.1)

2002 Q2 (22.3) (12.3) 0.1 (9.4)

2002 Q3 (3.4) 7.4 2.4 1.6

2002 Q4 0.4 34.7 1.8 3.4

2003 Q1 (3.3) 8.3 2.4 1.6

2003 Q2 (3.1) 5.2 4.6 2.1

2003 Q3 5.4 12.6 4.7 6.3

2003 Q4 7.6 12.5 3.6 7.0

2004 Q1 7.9 5.4 9.1 8.1

2004 Q2 15.8 3.9 9.5 11.2

2004 Q3 5.8 25.2 7.0 6.5

2004 Q4 8.8 23.9 10.7 9.4

2005 Q1 13.1 29.8 7.3 10.6

2005 Q2 19.7 64.1 9.1 15.9

2005 Q3 10.2 24.5 8.3 10.2

2005 Q4 6.7 33.4 6.4 7.9

2006 Q1 9.3 9.6 7.0 7.1

2006 Q2 18.8 1.2 5.2 10.1

2006 Q3 6.6 17.5 6.7 5.9

2006 Q4 4.4 12.6 4.7 4.2

2007 Q1 8.5 14.8 3.1 5.2

2007 Q2 8.9 1.7 3.5 5.4

2007 Q3 6.5 (1.9) (0.9) 2.8

2007 Q4 3.8 (14.5) 4.0 3.6

2008 Q1 5.0 (1.3) 0.6 2.6

2008 Q2 7.4 (7.2) 0.2 4.6

2008 Q3 2.1 (15.2) 4.8 3.1

2008 Q4 (1.2) (22.0) (5.4) (4.0)

2009 Q1 (17.5) (18.8) (8.3) (11.7)

Source: U.S. Census Bureau (tax revenue). 

Quarterly State Tax Revenue
By Major Tax, Year-Over-Year Percent Change
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April-May tax declines were widespread and devastating

PIT CIT Sales Total
United States (33.2) (6.5) (10.3) (20.0)

New England (33.7) (23.3) (11.8) (26.1)
Connecticut (34.3) (29.8) (20.9) (28.4)
Maine (32.1) (22.8) (10.0) (21.2)
Massachusetts (33.2) (11.9) (6.8) (27.1)
New Hampshire (21.8) (13.0)
Rhode Island (37.5) (71.0) (6.6) (24.2)
Vermont (34.8) (21.8) (4.8) (17.5)

Mid-Atlantic (36.2) (33.9) (9.9) (27.8)
Delaware (41.0) 4.8 (18.1)
Maryland (19.0) (20.6) (12.3) (17.4)
New Jersey
New York (44.1) (101.3) (9.6) (36.7)
Pennsylvania (20.3) (26.0) (9.1) (15.8)

Great Lakes (29.1) (3.0) (9.3) (15.2)
Illinois (26.8) 19.9 (12.8) (15.5)
Indiana (23.0) (13.0) (2.5) (16.4)
Michigan (33.2) (1.6) (13.6) (5.3)
Ohio (32.5) (40.5) (8.9) (19.2)
Wisconsin (29.2) (46.6) (5.5) (19.7)

Plains (14.7) (35.6) (4.0) (12.5)
Iowa (16.9) (23.4) 11.4 (8.5)
Kansas (21.1) (54.0) (2.3) (19.7)
Minnesota
Missouri (11.6) (28.1) (13.6) (11.3)
Nebraska (18.0) (15.3) (3.1) (10.3)
North Dakota 12.1 (57.1) (10.3)
South Dakota (14.2) (13.4)

Southeast (25.8) (21.8) (9.9) (14.8)
Alabama (24.8) 33.7 (10.7) (11.5)
Arkansas (14.2) 38.4 (6.6) (5.1)
Florida (34.5) (12.1) (14.8)
Georgia (18.9) (33.9) (13.3) (17.7)
Kentucky (18.0) (43.1) (4.5) (8.6)
Louisiana (20.0) (35.1) (4.9) (21.4)
Mississippi (11.5) (28.4) (10.1) (10.8)
North Carolina (43.5) (5.4) (15.9)
South Carolina (43.8) (37.2) (9.1) (31.0)
Tennessee (15.6) (10.5) (12.8)
Virginia (21.5) 4.8 (10.9) (16.4)
West Virginia 12.0 0.3 0.5 5.8

Southwest (63.9) (24.0) (9.9) 17.0
Arizona (63.9) (24.0) (20.5) (39.2)
New Mexico
Oklahoma
Texas (8.1) 30.0

Rocky Mountain (26.6) (38.3) (12.7) (23.2)
Colorado (32.6) (29.9) (13.3) (28.0)
Idaho (31.5) (36.0) (14.0) (21.1)
Montana (25.9) (9.3) (21.4)
Utah (15.0) (58.1) (10.0) (18.9)
Wyoming (15.7) (24.6)

Far West (40.6) 26.2 (13.2) (32.1)
Alaska (46.3) (89.2)
California (41.1) 32.9 (12.5) (28.4)
Hawaii (39.3) (63.9) (15.3) (25.0)
Nevada
Oregon (36.0) (59.2) (36.4)
Washington (15.2) (9.9)

% change

April-May 2009 State Tax Collections vs. April-May 2008, 44 states

 


