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• First 5-year review of state 
budget practices

• Research on standardized 
questions conducted at 8 
public universities, backed up 
by public finance consultants, 
Volcker Alliance staff

• Which states were best-
prepared for 2020 COVID-
induced recession; implications 
for future performance

• 2021-22 Plan: 8 topical reports 
footed in TISB principles; 
proposals requested!

Truth and Integrity in Government Finance

https://www.volckeralliance.org/publications/truth-and-integrity-state-budgeting-preparing-storm


3Panelists

William Glasgall (Moderator)
Senior Vice President and Director, State and Local Initiatives, The Volcker Alliance

Beverly Bunch
Professor, Center for State Policy and Leadership, University of Illinois Springfield

Hai (David) Guo
Associate Professor, Public Administration, Steven J. Green School of International & Public 
Affairs, Florida International University

Merl Hackbart
Professor, Finance and Public Administration, Martin School of Public Policy and 
Administration, University of Kentucky

Juliette Tennert
Director, Economic and Public Policy Research, Kem C. Gardner Policy Institute, University 
of Utah



1. How Well States Were Prepared for 
COVID-19 Recession 



5Budget Forecasting
Average grade, FY 2015-19

Average: C. Trend improvements in 5 states



6Budget Forecasting Research Questions



7Budget Maneuvers
Average grade, FY 2015-19

Average: B. Trend improvements in 20 states



8Budget Maneuvers Research Questions



9Legacy Costs
Average grade, FY 2015-19

Average: C. Trend improvements in 12 states



10Legacy Costs Research Questions



11Reserve Funds
Average grade, FY 2015-19

Average: B. Trend improvements in 5 states



12Reserve Funds Research Questions



13Budget Transparency
Average grade, FY 2015-19

Average: B. Trend improvements in 5 states



14Budget Transparency Research Questions



2. From Bust to Boom and Beyond:
What Comes Next?



16State Fiscal Responses to COVID-19 Shortfalls
• ~27 states tapped rainy day funds, general fund balances, or both to maintain 

balance. Alaska faces $900mm deficit in FY21 and $2b gap in FY22 and used 
Permanent Fund drawdowns to balance budget. Oil price recovery will help here

• Most states refrained from major tax increases. Exceptions: NY enacted new 
millionaire taxes ($4b/yr); NJ millionaire tax ($0.4b); CA suspended net operating loss 
deductions and limits on business taxes and raised managed care taxes ($8.7b). PA 
governor proposes 46% rise in PIT rate to 4.49%, offset by low-income credit, 
corporate rate cut ($6.3b). Numerous states raised tobacco, vaping, motor fuel taxes

• Some states with perennially low ratings in Budget Maneuvers used debt to cover 
shortfalls: IL, and NY MTA borrowed from the Federal Reserve Municipal Liquidity 
Facility ($3.2b/$3.4b); NJ borrowed $4 billion in muni market; at least 18 states + 
USVI borrowed $52 billion from US Treasury to bail out unemployment trust funds



17State Responses to ARPA
• Fiscal cliff after federal aid ends? NY increasing spending ~10% in FY22 budget. NJ 

enacts ~10% increase, with part of total be used to pay down debt and pensions 
and strengthen general fund balance 

• 26 states partially or fully allocated their ARPA flexible funding; but amounts vary 
widely (Indiana 100%, Vermont, Arizona <10%)

• Most states putting ARPA fiscal funding through the budget process (regular or 
supplementary)

• Some states using their funding for broadband (Indiana, 44% of total) or water & 
sewer (Montana 51%), also paying down unemployment trust fund loans



18Questions for Panel Discussion
• Is there a relationship between state fiscal responses to COVID-19 and Volcker 

Alliance budgetary grades? What other takeaways are there from the Truth and 
Integrity in State Budgeting research project?

• Were states that received high Budget Forecasting grades better able to craft 
responses to recession? What are lessons learned re “Black Swan” events?

• ARPA budgetary state and local fiscal aid must be committed by 12/31/24 and 
expended by 12/31/26. Will some jurisdictions, especially those with structural 
deficits, face a fiscal cliff? Do budgetary grades suggest future performance?

• How will states that used rainy day funds to cover shortfalls replenish reserves? Will 
this be more difficult for states with low Reserve Funds grades? 

• Why did some states diverge from normal budget processes? Some biennial-budget 
states adopted 1-year budgets; others extended 2020 fiscal year or dramatically 
revised budgets once federal aid was forthcoming.

• How will states that used debt to help cover shortfalls repay obligations, especially 
to US Treasury and Federal Reserve? Lengthen maturities? Raise taxes?



19Contact Us

William Glasgall
Senior Vice President and Director, State and Local Initiatives, 
The Volcker Alliance

wglasgall@volckeralliance.org

Beverly Bunch
Professor, Center for State Policy and Leadership, University of 
Illinois Springfield

bbunc1@uis.edu

Hai (David) Guo
Associate Professor, Public Administration, Steven J. Green School 
of International & Public Affairs, Florida International University

Merl Hackbart
Professor, Finance and Public Administration, Martin School of 
Public Policy and Administration, University of Kentucky

Juliette Tennert
Director, Economic and Public Policy Research, Kem C. Gardner 
Policy Institute, University of Utah

haguo@fiu.edu

m.hackbart@uky.edu

juliette.tennert@utah.edu

For more information, visit www.volckeralliance.org
Follow us                  @VolckerAlliance

http://www.volckeralliance.org/
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