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Study Shows State Deficits Soaring From Recession, Security

Exrn.p:uzrc-:lr:s A TE-

CEESI0N  Worse
than that of the early 1590s, state bud-
el shortfalls havee grown to 535 billion
and could go higher, according Lo a
sludy released Monday by the Mational
Governors Association and the Na-
tlonal Association of Btate Buddet (4-
licers,

The Fiscal Survey of States by the
NGA and the Budget (fficers group re-
ported an additionad 54 billion to 55 bil-
licn far homeland security is expected
to further increase state deficits.

The MOA called on Congress to in-
clude in an economic stimulus pack-
age a temporary increase in the federal
share of Medicald costs. which would
amaunt b 355 billion to be spent dur-
ing the current flscal yvear,

“This is the only component we're
puzhing in the stimulug package,” NGA
Executive Director Bavimond Scheppach
sadd, adding that the states are restricted
by balanced budget requirements.

Medicaid represents nearly 20 per-
cent of all state spending, Scheppach
said, The MGA iz seeking a 1.5 percent
increase in the federal share of Med-
icaid spending for all states, plus an ad-
ditional 1.3 percent for states with
higherthan-average unemplovmment.

The fiscal survey asswmes there will
be a £75 Billion to S100 hilllon stimm-
lus package, meaning the state short-
falls cowld affzet a stimulus package by
a0 percent.

“Cutting spending or raising taxes
would be an additional drag on the
economy and could negate much of the
econaomic stirmulus packages that comes
ot of Washington,” scheppach said in
a slalemeant.

The report also shows that 36
slates have reported shortfalls, and
state spending growth significantly de-
creased, from 8.3 percent in FYDL to
2.4 percent in FYIEE, This is the small-
est Increase since 1983, Meanwhile, 16
states cut their budgets in FY(H.

Enacted net tax and fee changes
will increase FY02 revenues by 3356.1
million, ending seven consecutive
years of nel tax reductions, the repaort
says. And 21 states have reported
lwer-than-expected revenues for
FY{l.

Scheppach said It s lkely the short-
falls will grow to 330 billion, and if that
happens, "It will be 14 percent of state
revenues, which is an unprecedented
lewvel," he sald.

Most of the data used in the study
are pre=Sept, 11, and since then, "ol
course, the situation has become much
wiorse,” aald NASHO Executive Direc-
tor Scott Pattison.

Before the attacks, the downturn
was largely concentrated in indwstrial
states, but the dismal flzcal situation
has spread, and now the only states
helding up are small, rural, energy-de-
pendent states like Wyoming, Schep-
pach added,
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