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analysis of 1 - Most states with large budget gaps are increasing revenues to fill a part of

state and local the gap. In fact,

budget and tax 2 - No state with a projected gap as large as North Carolina is attempting to
issues balance its budget with spending cuts alone.

The current recession is presenting states across the country with deep budget deficits for this
fiscal year and the next. Compared to the last recession in late 2001, this recession is
already deeper and projected to be longer. In the current recession, national unemployment
has reached 8.9%, compared to 6.3% in the last recession.

North Carolina’s economy has taken a substantial hit in the recession. The state’s
unemployment rate is 10.8%, well above the national average. In addition, North Carolina
faces one of the largest current-year budget gaps of any state -- 14.9% of the General Fund
budget. Only Arizona and lllinois face larger gaps for this fiscal year.

In total, across all states the budget gap for the current year represents 9.2% of General Fund
budgets. The situation worsens for the next fiscal year, when the total gap represents 19% of
General Fund budgets for those states projecting gaps. Most states face gaps in 2010 that
represent more than 10% of their General Fund budgets. North Carolina is one of 13 states
with gaps representing more than 20% of their General Fund budgets. See Figure 8 (over).
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dollars, raising revenues, and making spending cuts. New York (see Figure

1), for example, faced a $20 billion shortfall for its fiscal year 2010-11 budget. The state
cut spending by only $6.5 billion, addressing 32% of the shortfall, and used American
Reinvestment and Recovery Act (ARRA) dollars to address another 31%. State legislators
covered another 20% with a three-year income tax increase on the wealthiest taxpayers,



FIGURE 8: DEPTH OF THE CRISES a solution supported by economists as sound policy during a recession.
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New Mexico $0.35 5.70% Arizona Massachusetts
Indiana $0.72 5.50%
West Virginia $0.20 5.10%
Nebraska $0.15 4.30%
Arkansas $0.15 3.20%
South Dakota $0.03 2.70%
Oregon $4.15
TOTAL $133.40 18.90%
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