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Overview
Responsible state fiscal policy requires more than just balancing the current year’s budget. It must also include 
ensuring that the budget is on a sustainable path. Otherwise, policymakers cannot have the lasting impact they 
hope for: They may act to improve state services or cut taxes only to have to scale those efforts back later. This 
risk is especially high in the aftermath of the COVID-19 pandemic. Record budget surpluses, driven largely by 
federal pandemic aid, empowered states to adopt historically large tax cuts and spending increases from 2021 to 
2023, investments that many state leaders hope to build on in coming years.1 

Going forward, state leaders must be able to assess whether their decisions will be affordable over the long 
term or will jeopardize their ability to solve state problems or even sustain programs and services in the future. 
Unfortunately, the nature of state budget processes discourages such long-term thinking. State policymakers 
devote much of their time to developing, enacting, and implementing annual or biennial budgets, a core 
government function and a prime opportunity for lawmakers to achieve immediate policy goals. 

One key strategy for changing this short-term focus is for states to use two analytical tools—long-term budget 
assessments and budget stress tests—to regularly measure risks, anticipate potential shortfalls, and identify 
ways to address impending challenges. Long-term budget assessments project revenue and spending several 
years into the future to show whether and why states may face chronic budget deficits. Stress tests estimate 
the size of temporary budget shortfalls that would result from recessions or other economic events and gauge 
whether states are prepared for these events. 

Ongoing deficits and temporary shortfalls have different causes that require different solutions, but they both 
jeopardize states’ ability to afford in the future the commitments made today. When used together, long-term 
assessments and stress tests can help states avoid those pitfalls and provide key insights to inform some of 
states’ most consequential decisions. For example, when federal COVID-19 pandemic funding yielded surpluses, 
lawmakers in several states used these tools to help them weigh the long-term fiscal risk of various decisions 
against the opportunity to pursue long-deferred priorities.

Policymakers understand that their states will need to provide schools, roads, prisons, and health insurance 
indefinitely, and by measuring the risk of future budget imbalances, long-term assessments and stress tests can 
help them anticipate whether the state will have the capacity to do so. For instance, Rhode Island has examined 
how lowering taxes might affect its ability to cover its costs in five years; Maryland has monitored the risk that a 
new education funding law will lead to budget shortfalls later; and Montana has analyzed whether the state has 
enough reserves to withstand the next downturn.2 

In this way, long-term assessments and stress tests offer warnings when a state’s budget is on an unsustainable 
trajectory—allowing policymakers to adjust before problems become severe. But they are just as valuable when 
they deliver good news, because they show when states can afford new investments without threatening long-
term fiscal health. 

Recognizing the need for this kind of longer-term perspective in state budgeting, The Pew Charitable Trusts 
considered three questions: Which analytical practices ensure that long-term budget assessments and budget 
stress tests are of sufficiently high quality to produce realistic, comprehensive, and policy-relevant results? To 
what extent are states adopting these tools and following those practices? And are policymakers using these 
tools to make decisions and improve the long-term sustainability of their budgets? To answer these questions, 
Pew researchers interviewed experts and officials, and analyzed long-term budget assessments and budget stress 
tests in depth. See Appendix B for the detailed methodology.
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Based on this research, this report provides the first 50-state inventory of long-term assessments and stress tests 
and offers a guide for how every state can make progress—whether a state has never used these tools or has 
done so for years. For each state that produces one or both analyses, Appendix A includes fact sheets describing 
the state’s strengths and opportunities to improve.

Key findings of this research are:

 • A diverse group of states use long-term budget assessments and budget stress tests. Since 2018, 15 
states have produced long-term budget assessments and 13 have conducted stress tests, which have 
gained popularity particularly quickly: The concept of budget stress testing is less than a decade old. 
(See Figure 1.) Eight states have produced both. This group—Alaska, California, Connecticut, Maryland, 
Montana, New Mexico, New York, and Utah—includes states on the East Coast and in the West, with 
Republican and Democratic legislative majorities, and with strong and weak fiscal track records. What they 
have in common is well-established legislative fiscal or executive budget offices with the authorization and 
technical capacity to conduct robust analyses.

 • Long-term budget assessments and budget stress tests inform policy decisions. Policymakers throughout 
the country already have used these tools to make critical decisions involving billions of dollars and, 
in some cases, to alter their states’ fiscal trajectory. For example, after New Mexico’s 2022 long-term 
assessment found that declining oil and gas production would eventually lead to a persistent deficit, 
lawmakers in the state directed hundreds of millions of dollars to endowments and trust funds designed to 
provide ongoing revenue to help close the gap.3 And Utah used its stress test to create a detailed plan for 
closing temporary budget gaps and then put the plan into action in 2020, limiting negative consequences 
for residents and the economy.4

 • States that produce one or both analyses still have room to improve. Many states that use these tools 
would benefit from increasing the rigor of their analyses, broadening their scope, and drawing clearer 
conclusions. For instance, many stress tests examine how recessions would affect revenue but not how 
they would affect spending, and long-term budget assessments often focus only on the general fund rather 
than including other accounts, such as transportation funds, that are at risk of deficits. As more states 
adopt these tools, they can learn from the meaningful progress other states have already made to develop 
effective methodologies and present compelling findings that can inform policymaking.

 • Many states that do not use long-term budget assessments or budget stress tests do conduct other 
analyses that could be a starting point for adopting these tools. For example, 15 states and Washington, 
D.C. have produced long-term revenue and spending projections but have not yet used those projections 
to assess ongoing budget sustainability, such as to examine the reasons for an expected surplus or deficit. 
Similarly, several states analyze how a recession would affect revenue collections but do not assess their 
preparedness for those scenarios—a necessary component of a budget stress test. By learning from the 
examples of other states and implementing these two tools, these states could ensure that key budget 
decisions are based on evidence, not educated guesses.
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Figure 1

20 States Published at Least 1 Long-Term Budget Assessment or 
Stress Test
Distribution of fiscal analysis tools, by state, 2018-23 

Source: Pew analysis of state documents and information provided by state officials

© 2023 The Pew Charitable Trusts



4

Once in place, structural deficits are exceptionally difficult to eradicate. Over 
time, they force lawmakers to take ever more drastic steps to balance their 
budget, creating a vicious cycle in which structural deficits lead
to short-term fixes that exacerbate deficits.” 

Threats to long-term budget sustainability: Structural deficits 
and temporary shortfalls
Every state faces years when revenue collections are insufficient to pay for spending demands. But when 
budget imbalances are deep or frequent, the consequences can be far-reaching. And although state leaders 
almost always find a way to close budget gaps as most states’ laws require them to do, they often struggle to 
balance their budgets without harming residents and the economy.5 They can raise taxes, but then businesses 
and workers keep less of what they earn. They can cut agency funding, but that often means, for example, that 
already understaffed prisons face further personnel cuts, or overburdened child welfare investigators must take 
on even larger caseloads. They can pass the cuts on to local governments, but that leaves cities and towns less 
able to tackle problems such as crime and homelessness. 

To avoid these outcomes, states need to prevent or prepare for the two main causes of budget shortfalls: 
structural deficits and temporary gaps.

Structural deficits
When ongoing revenue is insufficient to support ongoing spending over the long term, a state has a structural 
deficit. For example, if revenue grows 2% a year on average and spending grows 3% a year, spending will 
eventually exceed revenue—and the gap will get bigger and bigger over time. 

Structural deficits often result from factors largely outside states’ control, such as economic, demographic, or 
technological shifts that alter the trajectory of revenue or spending. For example, starting around 2000, Michigan 
endured more than a decade of painful cuts to colleges, prisons, libraries, and the state police as the downsizing 
of the auto industry bit into revenue.6 Similarly, Alaska has faced structural deficits since fiscal year 2014, largely 
because prices for oil—a key factor in the state’s revenue collections—have often been too low to keep the 
budget balanced.7

States such as Michigan and Alaska, which depend heavily on a single industry, are especially vulnerable 
to structural deficits, but every state is potentially at risk. For example, demographic changes that promise 
decreased revenue and increased spending demands—fewer working-age adults, low fertility rates, and aging 
populations—are nearly universal.8 

Although states can prevent these challenges from causing structural deficits by diligently balancing revenue and 
spending, leaders’ immediate imperatives often stand in the way. In good years, lawmakers often face pressure 
to aggressively increase spending or cut taxes. In bad years, they prioritize preserving services even if that 
means postponing spending on long-term obligations. But these decisions tend ultimately to reduce revenue and 
increase costs, leading to deficits.9
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Further, once in place, structural deficits are exceptionally difficult to eradicate. Over time, they force lawmakers 
to take ever more drastic steps to balance their budget, creating a vicious cycle in which structural deficits lead 
to short-term fixes that exacerbate deficits.10 For example, Illinois spent more than it collected in revenue every 
year from fiscal 2006 through fiscal 2020 and then balanced the annual budget in part by delaying payment to 
hundreds of vendors, including scores of small businesses and nonprofit organizations.11 But this just made the 
problem bigger because Illinois pays up to 12% annual interest on unpaid bills.12 (The state has made progress 
getting the problem under control.13)

Even if states do not reach Illinois’ low point, structural deficits can force policymakers to dedicate an outsize 
portion of the budget to old commitments at the expense of key tax or spending policy objectives. In Kentucky, 
for instance, funding for state universities and community colleges declined 14% from 2010 to 2020, not because 
lawmakers undervalued higher education but because they had to direct significant revenue to long-neglected 
obligations such as the state’s public pension system.14 

Temporary shortfalls
Even states with structurally balanced budgets will face years when temporary factors—most notably, economic 
downturns—cause revenue to fall short of spending demands. If fewer people are employed or the stock market 
falls, income tax collections typically decline. Similarly, if consumers have less disposable income, sales tax 
collections will probably decrease.15 And at the same time, economic downturns often increase government 
spending demands because more people qualify for means-tested programs, especially Medicaid.16

Further, although the causes of these budget gaps are temporary, the consequences can be long-lasting. As 
states act to bring their budgets back into balance, residents may face service cuts or tax increases during 
economic downturns, when they can least afford them.17 For example, per capita K-12 education funding fell by 
7% as a result of the 2007-09 Great Recession, “the largest and most sustained decline in national per-pupil 
spending in over a century.”18 As a result, students were less prepared for careers and college: Evidence suggests 
that test scores and college-attendance rates fell because of the cuts.19 Even as the economy improves after a 
recession, states often face protracted budget challenges as demand for statutorily mandated services, such as 
Medicaid, remain elevated and revenue is slow to recover. Nearly a decade after the 2007-09 recession, states 
were still spending less than before the crisis started on core priorities such as education, infrastructure, and local 
government aid.20

States can manage temporary shortfalls if they plan ahead, such as by saving money in rainy day funds for use 
during recessions. Every dollar a state uses from rainy day funds is a dollar of budget cuts or tax increases it 
avoids. But historically states have struggled to prepare. For example, facing deep pre-existing budget problems 
and little money in reserves, California borrowed to pay for operating expenses and delayed payments to school 
districts and local governments to balance its budget during the 2007-09 recession.21 As a result, by 2011 the 
state had taken on $35 billion in liabilities—which then-Governor Jerry Brown (D) termed a “wall of debt”—
exacerbating the state’s already serious structural budget problems.22

Although the causes of these budget gaps are temporary, the consequences 
can be long-lasting.” 
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What are long-term budget assessments and budget stress tests?
State leaders are better able to ensure their budgets stay on a sustainable path when they have data and analysis 
detailing their state’s risks and long-term outlook. Long-term budget assessments and budget stress tests 
provide the information policymakers need. 

Although the concepts of budget stress tests and long-term budget assessments will be familiar to many in state 
government, the names themselves may not be. “Budget stress test” is an increasingly common term of art, 
but not all states use it. “Long-term budget assessment” is a term that Pew developed during this research to 
describe analyses with various names depending on the state, such as “Long-Range Financial Outlook” (Florida), 
“Three-Year Budget Forecast” (Illinois), and “Five-Year Financial Projection” (Rhode Island).23 

One purpose of this report is to propose shared terms and definitions for these tools to foster a common 
understanding of how states should analyze their long-term fiscal sustainability, which states are meeting this 
standard, and how others can improve. To that end, Pew developed specific definitions for both analytical tools.

Pew defines long-term budget assessments as analyses that:

1. Identify key revenue and spending categories central to budgetary balance. States that analyze most or 
all revenue and spending in their general funds or other primary operating accounts meet this criterion. 
Even states that do not include the entire general fund could meet this criterion if the analysis provides 
a rationale for why the revenue and spending categories studied are important for long-term fiscal 
health, such as an analysis of “key budget drivers” that are most likely to determine future fiscal balance. 
However, an analysis of a single programmatic area—such as an analysis of transportation revenue and 
spending—would not be broad enough. 

2. Project balance between revenue and spending at least three fiscal years into the future. Current-year 
projections do not count toward the three years, but upcoming years do even if the state has already 
written a budget for those years. The three-year standard ensures that analyses include at least one 
year of projections beyond the upcoming budget period, even in states with biennial budgets. Analyses 
could also meet this criterion by using reasonable alternatives to revenue or spending, such as projecting 
appropriations instead of spending.

3. Use projections to analyze ongoing fiscal sustainability. Analyses could meet this criterion by assessing 
whether revenue collections are likely to be sufficient to pay for spending demands and why or why 
not, by identifying key risks or factors that could lead revenue to fall short of spending, or by making 
recommendations for how the state could maintain long-term budget balance. However, simply offering 
a table or graph comparing projected revenue and spending would not on its own meet this criterion. 
Nor would identifying factors relevant to only specific revenue sources or spending categories, absent 
substantive discussion of overall budget sustainability.

Figure 2 illustrates this definition by providing a sample long-term budget assessment. Additionally, this research 
uses the term “long-term projection” to describe an analysis that meets the first two criteria for a long-term 
assessment, but not necessarily the third. Therefore, every long-term budget assessment includes a long-term 
projection, but not every long-term projection is a long-term budget assessment.
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Figure 2

Long-Term Budget Assessments Help States Measure Fiscal 
Sustainability
Key elements and sample results
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Pew defines budget stress tests as analyses that:

1. Identify a possible temporary scenario or range of scenarios that could cause budget stress. Analyses 
could develop scenarios by identifying past occurrences of budget stress such as previous economic 
downturns or revenue declines and estimating what would happen in a future similar stress event. Or they 
could use projections of economic variables under a potential downturn. Analyses that focus on long-term 
trends, such as population loss, rather than temporary downturns do not meet this criterion. 

2. Analyze the potential effects of a given stress scenario or range of scenarios on general budget 
conditions. Analyses could meet this criterion by analyzing the effects of the stress scenario on 
collections from major general fund revenue sources or other major sources used for general purposes. 
Although Pew recommends that stress tests analyze the effects of scenarios on both revenue and 
spending, analyses could meet this criterion even if they did not include spending because research shows 
that recessions have smaller effects on spending than on revenue.24 However, analysis of an individual 
revenue source or an individual spending category alone would not generally meet this criterion. 

3. Compare the negative effects of a given scenario with available or needed contingencies for addressing 
those effects. The most common contingency that states analyze is their rainy day fund balance, but 
they could also include other budget balancing strategies such as potential revenue increases, spending 
reductions, or accounting maneuvers. To meet this criterion, analyses could put a dollar figure on these 
contingencies and compare it with the effects of the stress scenario. For example, an analysis might 
find that a moderate recession would reduce revenue by $1 billion and that the rainy day fund balance is 
$500 million, leading the analysis to conclude that the state is not sufficiently prepared for this scenario. 
States could also meet this criterion by presenting their results as recommendations for the size of 
contingencies. Using the same example as above, the analysis could recommend that the state increase 
its rainy day fund balance to $1 billion to prepare for a moderate recession.

Figure 3 illustrates this definition by providing a sample budget stress test.
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Figure 3

Budget Stress Tests Measure Risk From Downturns
Key elements and sample effects on revenue and spending for mild and  
severe recessions

© 2023 The Pew Charitable Trusts
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How the tools encourage sustainable budgeting
Long-term budget assessments and budget stress tests can inform many of states’ most consequential decisions, 
including how much to tax, spend, and save. These tools measure the risk of structural deficits and temporary 
shortfalls to give lawmakers the data and analysis they need to keep policy priorities on track, even in the face of 
fiscal challenges.

Long-term budget assessments address structural deficits
To prevent or alleviate structural deficits, states must understand their long-term revenue and spending outlook 
and act to maintain budget balance. Long-term budget assessments help states do just that.

The need for a long-term perspective to prevent these outcomes has never been more apparent than since 
2020. The COVID-19 pandemic initially caused a massive drop in tax revenue, but within a year state budgets 
had swung from historic deficits to equally historic surpluses.25 Although state policymakers naturally welcomed 
the surpluses, the windfall also led to a quandary: In the short term, states clearly could afford substantial new 
investments, but what about the longer term? Temporary factors, especially massive federal aid, were driving the 
surpluses, so if states went too far in increasing spending or cutting taxes, they risked creating or exacerbating 
structural deficits.

Forward-thinking states used long-term budget assessments to inform their choices. Rhode Island, for example, 
was enjoying the same strong fiscal conditions as other states, expecting to finish fiscal 2023 with a large 
surplus.26 But the governor’s annual budget proposal—which always includes five-year revenue and spending 
projections and detailed discussions of the factors and risks influencing the outlook—clearly showed that the 
boom was fleeting. The state still expected a small surplus for fiscal 2024 but anticipated deficits for the next four 
years, meaning any ongoing spending increases or tax cuts would widen the coming gap.27 

In light of those findings, Rhode Island’s leaders acted cautiously. Lawmakers adopted new funding for some top 
priorities such as affordable housing; postponed action on others, including a sales tax cut; and used some of 
the surplus to strengthen the state’s long-term fiscal position, such as by creating an additional reserve account 
and paying off debt.28 Ultimately, Rhode Island‘s long-term budget assessment enabled state leaders to craft an 
approach that pursued some key goals and reduced the risk that those achievements would be undone in the 
years ahead.

Rhode Island’s approach stands in contrast to those of many other states. Overall, states increased general fund 
spending in fiscal 2022 by the largest percentage since at least 1979, and then enacted the largest tax cuts in 
more than two decades the following fiscal year.29 (In fairness, many states also made decisions designed to avoid 
jeopardizing long-term fiscal health such as bolstering their rainy day fund balances to record levels and focusing on 
one-time projects and one-time tax rebates.30) Whether these decisions created new structural deficits is a critical 
question—and one states can answer only if they analyze revenue and spending over the long term. 

Long-term budget assessments empower states to not only manage existing structural deficits, but also to avoid 
them in the first place. Perhaps no state has identified a fiscal challenge looming as far in the future—and acted 
pre-emptively to address it—as New Mexico. At a July 2022 meeting of the Legislative Finance Committee 
(LFC), a nonpartisan group of committee staffers presented lawmakers with projections for recurring revenue 
and spending out to fiscal 2050. In the short and medium terms, the state’s position was strong. But starting in 
about 15 years, the projections showed that the state would face regular and growing deficits, driven mainly by 
expected declines in oil and gas production as the global economy transitions to alternative energy sources.31 
New Mexico’s economy and its revenue system are highly dependent on oil and gas drilling.
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Fortunately, the LFC staffers explained, the deficits were not inevitable, and the state could improve its long-term 
position by using its temporary surpluses wisely.32 New Mexico lawmakers did exactly that in 2023. To reduce the 
risk of deficits and shore up long-term sustainability, they added about $700 million to various endowments and 
trust funds—a massive amount for a state with recurring general fund spending of less than $10 billion—which 
will generate investment earnings to bolster the budget in perpetuity.33

New Mexico has produced long-term projections for years, but they were treated mostly as an afterthought in 
policymaking.34 The difference in 2022 was that the LFC staffers brought their findings directly to lawmakers 
and offered a convincing explanation of the problem and its cause. Going forward, the LFC plans to update the 
projections regularly, recognizing that the problem is probably not completely solved.35

Alaska’s experience illustrates another benefit of long-term budget assessments: They can help lawmakers find 
common ground. In the summer of 2021, after years of lagging oil prices had sapped Alaska’s primary revenue 
source and put the state on an unsustainable course, the Legislature created the Fiscal Policy Working Group—a 
bipartisan, bicameral panel of eight lawmakers—to determine how to bring the budget back into long-term 
balance.36 The working group used modeling developed by the state’s Legislative Finance Division, which provides 
long-term projections reflecting various policy options, to agree on a set of assumptions about what future 
revenue and spending would be absent policy changes.37 

Then, starting from those assumptions, each member of the group developed a separate plan for closing the 
structural deficit.38 For example, members could model how creating a personal income or sales tax—Alaska 
lacks both—would increase revenue.39 This approach, says former state Representative Jonathan Kreiss-Tomkins 
(D), who helped lead the group, “set up a structure where legislators were working with factual and mathematical 
information, not ideological convenient assumptions.”40 

This hard look at the numbers drove home the need for compromise. Republican legislators who had opposed 
new taxes and Democrats who were skeptical of reduced spending both realized they would need to give 
something up. The working group ultimately agreed to a grand bargain, pairing $500 million a year or more in 
new revenue with spending cuts and a tightened cap on spending growth.41 At this writing, the full Legislature 
had not acted on those recommendations, but the working group’s framework has served as the starting point for 
fiscal discussions ever since.42

Stress tests improve preparedness
Since 2010 the federal government has required banks to conduct stress tests to “assess their ability to absorb 
losses, continue lending, and meet credit obligations.”43 Soon after, a few states began adapting the concept 
to study their own budgets. Less than a decade ago, only early adopters such as Minnesota and Utah were 
producing budget stress tests.44 Today at least a dozen states have done so, and the spread of stress testing has 
helped states to improve savings policies after many states’ rainy day fund balances proved insufficient to avoid 
painful budget cuts and tax increases during and after the 2007-2009 recession.45 

For instance, North Carolina’s budget remained badly out of balance in 2009 even after lawmakers nearly 
emptied the rainy day fund. So, with residents and the state economy already reeling from a double-digit 
unemployment rate, lawmakers enacted income and sales tax increases and the largest budget cuts in state 
history.46 Since then, however, North Carolina has adopted stress testing and savings policies to reduce the 
likelihood of similar draconian actions in the future. (See Figure 4.) Under a 2017 law, legislative and executive 
branch fiscal staffers team up every year to produce a stress test and recommend the level of savings the state 
needs. And the state automatically deposits a portion of year-over-year revenue growth into the rainy day fund 
until that target is reached.47 As a result, North Carolina was far more prepared for its next crises. The state 
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spent hundreds of millions of dollars from the rainy day fund after Hurricane Florence in 2018, but it still had 
$1.2 billion available as a backstop when revenue collections fell at the start of the COVID-19 pandemic.48 And 
North Carolina has since restored the rainy day balance to the target identified by the stress test, thanks to the 
automatic deposit rule and strong revenue growth.49

Figure 4

Stress Tests Have Helped NC Increase Its Savings
Number of days the state could run on its rainy day fund alone, FY 2000-22

Note: Shaded columns indicate recessions.

Source: Pew analysis of National Association of State Budget Officers data

© 2023 The Pew Charitable Trusts

Third-Party Stress Tests Are Not a Substitute

As states have begun stress testing their budgets, credit rating agencies and consulting firms have 
embraced this analytical tool as well.50 Moody’s Analytics, for example, has produced an annual stress 
test of all 50 state governments’ preparedness for a recession since 2017. These analyses estimate how 
far each state’s revenue would fall and Medicaid spending would increase under various scenarios and 
then compare these effects with reserve balances to determine whether each state is prepared.51

The Moody’s Analytics reports have helped popularize the concept of stress testing state budgets, 
offering a general comparison of states’ preparedness for recessions and a useful methodological 
model.52 But as the authors point out, these reports are not a good excuse for states to fail to produce 
their own stress tests because states can customize their analyses for their unique budgets, economies, 
and tax structures and have access to data that outside organizations lack.53
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Like North Carolina, many states have rightly celebrated their increased savings in recent years. Nationally, 
median rainy day fund balances have doubled as a percentage of state spending since fiscal 2016.54 But record 
rainy day fund levels by themselves do not guarantee that states are ready. In Montana, a September 2022 
stress test from the Legislative Fiscal Division (LFD) showed the state lacked sufficient savings to offset plausible 
budget shortfalls.55 Representative Llew Jones (R), chairman of the Montana House Appropriations Committee, 
explained that at first, legislators experienced sticker shock at the size of the necessary reserves. But because 
they understood that individuals need savings to be ready for lost jobs, car troubles, or medical crises, “it 
was pretty easy to say, ‘Don’t you think the state should do the same?’” Jones says.56 In the 2023 legislative 
session, Montana increased the cap on the state’s rainy day fund by more than 250%.57 As Montana’s example 
shows, only by analyzing the effects of possible recessions can policymakers be sure they will avoid the worst 
consequences of temporary budget gaps.

Stress testing can also help states develop tools and strategies other than rainy day funds for managing 
downturns and shortfalls. In Utah, for example, the state’s stress test features a “fiscal sustainability toolkit,” with 
options to balance the budget when faced with real-life stress scenarios, including various revenue increases, 
spending cuts, and reserves.58 And in the early stages of the pandemic, this planning paid off. The state used 
strategies from the toolkit to balance the budget while minimizing harm to residents and the economy. For 
example, by paying for infrastructure projects largely in cash in most years, Utah reserves its borrowing capacity 
for moments of fiscal stress. As revenue collections fell in early 2020, the state redirected cash from a prison 
project in Salt Lake City to balance the budget and shifted to greater borrowing to pay for the prison construction. 
This approach reduced cuts to services while keeping a priority project on track.59 

But stress tests are not valuable only when states face stress or have not saved enough; they can also reaffirm 
when states are well prepared. Setting money aside in savings generally means forgoing opportunities to invest 
elsewhere, and stress tests can help states know when they have sufficient savings and can use more revenue 
for other priorities. With state reserves at record levels, it is especially important for states to use stress tests 
to determine whether they are saving too much—or if, despite the historic balances, they still have not saved 
enough. Utah’s 2022 stress test for instance, included the welcome finding that the state’s reserves and other 
fiscal buffers were sufficiently stocked to balance the budget even in a severe recession, although not all of these 
reserves could be tapped easily or without some degree of pain.60

How are states doing?
To determine which states are using long-term budget assessments and budget stress tests, Pew researchers 
gathered and evaluated more than 200 state documents to determine whether the analyses met the above 
definitions. This process involved reviewing existing research and conducting online searches of state websites to 
find potential long-term budget assessments and budget stress tests. Pew also contacted at least one legislative 
branch and executive branch official in every state and asked them to share documents that might meet the 
definitions. To be included in Pew’s study, states’ analyses or their findings had to be publicly available and 
published on or after Jan. 1, 2018. See Appendix B for Pew’s full methodology.

This research found that since the start of 2018, 13 states have published at least one budget stress test (see 
Figure 5), 15 have published at least one long-term budget assessment (see Figure 6), and eight—Alaska, 
California, Connecticut, Maryland, Montana, New Mexico, New York, and Utah—have done both. Many of these 
analyses have helped inform states’ most fundamental fiscal decisions, such as how much to save and how much 
to spend. And although most states do not yet use these tools, enough do to provide a robust set of models for 
others to follow. As of summer 2023, at least four states were working to produce stress tests for the first time: 
Alabama, Massachusetts, Oklahoma, and Nevada.61
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Figure 5

13 States Have Produced at Least 1 Budget Stress Test
Analysis publication by state, 2018-23 
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States most frequently task legislative fiscal offices with producing long-term budget assessments and budget 
stress tests. These offices’ nonpartisan perspective and expertise on the revenue and spending sides of the 
budget make them a natural fit for this work. A handful of other states tap executive budget offices to do this 
work either on their own or jointly with legislative fiscal offices. Revenue forecasting bodies also conduct stress 
tests in states such as Maine—estimating revenue under stress scenarios is a logical extension to estimating 
revenue under expected scenarios.62 

Like the processes for producing these analyses, the states that use them differ in many respects, representing 
every region of the country, geographic and population size, and political leanings. The states also vary widely 
in overall fiscal health. Maryland and Utah, states with top AAA credit ratings, use both tools, but so do states 
with a history of chronic budget imbalances, such as Alaska, California, Connecticut, and New York.63 In some 
cases, these budget challenges motivated policymakers to seek data and analysis on the state’s long-term 
fiscal condition.
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Even states that do not use one or both of these tools often have taken some steps toward long-term analyses. 
Fifteen states and D.C. project revenue and spending at least three years into the future but do not use those 
projections to assess sustainability, a necessary component of a long-term budget assessment. (See Figure 6.) 
Additionally, Oregon and Washington state analyze how recessions would adversely affect their budgets, but 
they do not take the final crucial step for a stress test: comparing those effects to the available contingencies.64

Figure 6

30 States and DC Produced Either Long-Term Budget Assessments or 
Long-Term Projections
Analysis publication by state, 2018-23
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How states can improve
States have made meaningful progress measuring long-term sustainability, but every state still has room to 
improve. All states should begin by embracing three common principles that address widely shared weaknesses 
in current approaches. But to ensure that their analyses provide policymakers with the most accurate, 
comprehensive, and policy-relevant information, they also will need to adopt a set of leading practices for each of 
the tools. 

Common principles

Publish the results 
When states publish their long-term budget assessments and stress tests, everyone involved in policy 
development—legislators, executive branch officials, government staff, and other stakeholders—can consider 
the findings. Publicly available analyses often prompt legislative hearings, allowing lawmakers to question the 
authors and draw conclusions on the best way to use the results.

However, several states that report producing long-term analyses do not share the results publicly. In interviews 
with Pew researchers, states gave a range of reasons for not publishing the analyses. Some regard the numbers 
as too speculative or think their methodology needs refinement. Others worry that policymakers—especially 
political opponents—will misinterpret or misuse the findings. Still others cite the time it takes to turn an internal 
analysis into a published report. In some cases, analyses are produced at the request of individual legislators, who 
have control over whether they are made public. 

But states that do publish have shown that these concerns can be overcome. For example, budget stress tests can 
estimate the likelihood of the scenarios they examine so policymakers understand whether the analyses reflect 
probable outcomes.

Further, some states that do publish their analyses do not do so consistently, particularly for stress tests. Almost 
all states that conduct long-term budget assessments publish a report at least annually, but only seven of the 
13 states that publish budget stress tests follow a predictable schedule. Five (Alaska, Connecticut, Maryland, 
Montana, and New York) have produced multiple stress tests but have not published them on a consistent 
schedule, while Tennessee has produced only one. Regular analysis is crucial to inform the key decisions state 
leaders make with each new budget, such as how much money to save in reserves; for that reason, states should 
at a minimum publish updated long-term assessments and budget stress tests as part of the development of 
each new budget.

Draw conclusions
The primary purpose of long-term budget assessments and budget stress tests is to inform policymakers’ 
decisions. The analyses are much more likely to serve this purpose when the authors draw conclusions about 
whether the budget is on a sustainable path and why or why not—and present these conclusions directly to 
elected leaders. This approach has helped policymakers enact far-reaching reforms to, for example, strengthen 
reserves and improve structural balance.

But some states provide revenue and spending projections without clear conclusions, and those efforts have 
had an inconsistent influence on policy. In states such as South Dakota and Washington, spending and revenue 
projections have played a central role in budget decision making, with Washington even requiring that the 
Legislature adopt budgets that are balanced over the next four years.65 Elsewhere however, projections are 
published as a chart or table, without any discussion or analysis, and are often buried deep in budget documents 
where they are unlikely to capture elected officials’ attention.
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Additionally, many long-term budget assessments and budget stress tests would benefit from clearer, timelier, 
more specific conclusions. Some states have produced long-term assessments regularly for so long that they 
have become stale and formulaic, occasionally even repeating findings nearly verbatim from one year to the 
next. But other states have made concerted efforts to keep their long-term assessments fresh and relevant. 
In California, for example, the Legislative Analyst’s Office provides original, timely analysis in each edition of 
its annual “Fiscal Outlook” report, tackling questions such as how much of a surplus the state can afford to 
dedicate to ongoing programs and whether the state’s constitutional spending limit could cause future budget 
challenges.66 Although some repetition is probably inevitable, states should focus on providing original analysis to 
help inform lawmakers’ decisions.

Include spending
To understand whether their budgets are on a sustainable course, policymakers need to understand the 
outlook for both revenue and spending. Several of the 20 states that do not produce comprehensive long-term 
fiscal projections already have half of what they need to do so: long-term revenue forecasts. Adding spending 
projections would allow them to begin estimating future surpluses or deficits. One reason revenue projections 
are more common is that state policymakers sometimes regard spending as something they dictate through 
the budget process rather than something outside their control that can or should be forecast.67 In this view, 
attempting to forecast spending is essentially an exercise in fortunetelling: An analyst would have to see into the 
minds of future legislators to know how much they will choose to spend. 

But much spending is out of policymakers’ control. If, for instance, Medicaid enrollment exceeds expectations, the 
corrections department must pay more overtime than anticipated to maintain minimum prison staffing, or the 
courts find a state in violation of its K-12 education obligations, a state may spend more than legislators planned. 
And even when lawmakers do exert control, high-quality expenditure forecasts based on current laws and 
policies can contribute to better-informed budgeting by revealing upcoming surpluses or deficits and, with them, 
how much lawmakers can increase—or must cut—spending.

States could also improve their stress tests by including analyses of how recession scenarios would increase 
spending demands. Currently, most stress tests examine only the effects of downturns on revenue. By neglecting 
to consider spending, states risk understating the size of potential budget shortfalls and, therefore, failing to 
adequately prepare for them.68 Conversely, Utah includes in its stress tests estimates of how recessions would 
affect costs for Medicaid, higher education, and public employee pensions, as well as various revenue sources.69 

Leading practices 
Although expert interviews and a review of the research literature helped Pew identify these leading practices, 
more than anything they reflect lessons from the analyses themselves: The authors of the analyses often explain 
and justify their methodological decisions, and in doing so they offer a template for others. Pew’s researchers 
reviewed and synthesized those insights and interviewed the authors to refine this list. Importantly, these 
practices do not encompass everything a state should do when implementing long-term assessments or stress 
tests, but they do reflect key themes that emerged from Pew’s research.
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Leading Practices at a Glance
For long-term budget assessments:

 • Analyze revenue and spending across all funds and categories that could cause budget challenges.

 • Project revenue and spending far enough into the future to account for deferred policy changes.

 • Account for the impact of economic, demographic, and technological factors.

 • Acknowledge uncertainty by showing how the numbers might vary under different scenarios, assumptions, 
or methodologies.

 • Estimate whether ongoing spending aligns with ongoing revenue over the long term to assess structural 
balance.

 • Analyze factors that could lead to long-term deficits, including identifying risks beyond the time frame of 
the analysis.

For budget stress tests:

 • Examine multiple scenarios or a range of scenarios and estimate the likelihood of each.

 • Measure the effects of the scenarios on all major economically sensitive revenue sources and spending 
categories.

 • Compare the effects of the scenarios to reasonable baseline expectations for revenue collections and 
spending.

 • Project far enough into the future to account for the full multiyear effects of the scenarios on the budget.

 • Identify a broad list of contingencies to balance the budget in the event of stress.

 • Assess whether these contingencies would be sufficient to offset the measured effects and, if not, present 
options to improve preparedness.

No state follows all the leading practices yet. Appendix A offers targeted ideas for implementing these practices 
for each of the 20 states that have implemented at least one tool, such as broadening the scope of their analyses, 
increasing their rigor, or creating stronger connections to the policymaking process.

Leading practices for long-term budget assessments
Analyze revenue and spending across all funds and categories that could cause budget 
challenges
General funds are states’ primary operating accounts. Most revenue from broadly applicable taxes is deposited 
in general funds, and this money is used to pay for many of states’ most important programs and services. With 
that in mind, many long-term budget assessments focus on general funds. However, by focusing only on general 
funds, states may fail to recognize key fiscal threats from the nearly two-thirds of state spending that occurs 
outside the general fund.70 States should instead include in their long-term budget assessments any fund where a 
shortfall could threaten the sustainability of the budget as a whole.

For example, in Connecticut, the General Assembly’s Office of Fiscal Analysis (OFA) and the executive branch’s 
Office of Policy and Management have warned about ongoing problems in the state’s Special Transportation 
Fund. Most recently, the OFA projected that starting in fiscal 2025, revenue in the fund will fall because of 
declining motor fuel taxes, while expenditures will continue to increase.71 The analyses have further shown that 
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this outlook not only raises questions about future funding for transportation projects, but also jeopardizes overall 
budget balance. Because stagnating fuel tax revenue is a long-term trend driven by increased fuel efficiency and 
growth in electric vehicles, the transportation fund increasingly relies on a portion of sales tax collections, cutting 
into a key general fund revenue source.72

Project revenue and spending far enough into the future to account for deferred policy changes
How many years states should include in long-term budget assessments or other projections is a matter of 
debate. Some experts and state analysts emphasize that projections become highly speculative beyond only a 
few years, noting that governments struggle to forecast revenue and spending accurately even over the short 
term.73 States’ revenue forecasts for the upcoming fiscal year, for example, come with a significant potential for 
error.74 But other experts note that only when looking further out do future risks from factors such as gradual 
economic and demographic changes become apparent. The goal, they argue, is to identify these risks, not to 
produce perfect forecasts.75

States, then, should be guided by a commonsense principle: If a predictable event such as a pending policy change 
will materially change the budget outlook, the projections should include enough years to fully account for that 
event.76 For instance, tax cuts or new programs that phase in over multiple years can have a big impact on revenue 
and spending, so limiting projections to three or four years often is insufficient to measure the risk of imbalances. In 
2022, at least seven states enacted major phased income tax cuts: Iowa’s, Mississippi’s, and Virginia’s could phase 
in by 2026, Nebraska’s by 2027, Georgia’s by 2029, and Kentucky and South Carolina’s with no set end date. Each 
state’s cut will reduce revenue by at least half-a-billion dollars annually if fully implemented.77

Despite the importance of accounting for these policies, states rarely adjust the time frames of their projections 
to do so, and instead, typically project out the same number of years every time. Arizona and Florida always 
include three years, for example, while Pennsylvania includes five.78 Often, the number of years is dictated by 
statute. States should consider a more flexible approach that sets a minimum number of years but encourages 
additional analysis if pending policy events could substantially change the findings in later years.

Account for the impact of economic, demographic, and technological factors
Over time, forces partially or entirely outside of states’ control can influence revenue and spending. For instance, 
higher prices for goods, services, and workers can make running a state government more expensive. An aging 
population can jeopardize revenue growth in states that exempt retirement income from taxation. And expensive 
new prescription drugs and treatments can lead to higher Medicaid costs. 

High-quality, long-term budget assessments account for the impact of such economic, demographic, and 
technological factors. One good option for states is a “current services baseline” approach, which involves 
estimating the cost to maintain a consistent level of service over time—a stable teacher-to-pupil ratio, for 
example—to measure whether the budget is on track to stay balanced at existing service levels.79 That data forms 
the baseline from which to assess whether the state can afford to sustain or expand programs or may need to 
make cuts.

The five-year outlook from Pennsylvania’s Independent Fiscal Office (IFO) shows how using a current services 
baseline can help states more fully account for future spending demands. The IFO includes two projections in 
its annual five-year outlook. One is a current services baseline and the other is a “cost-to-carry” baseline, an 
approach that does not generally account for inflation and demographic changes and instead “only increases 
funding for programs or line items that must be funded due to state or federal law, debt or pension obligations 
or the care of individuals under the jurisdiction of a state agency.”80 In 2022, the IFO’s current services baseline 
showed a structural deficit that would grow to $3.1 billion by fiscal 2028, the final year of the projections. But 
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using the cost-to-carry method, the deficit in fiscal 2028 was projected to be far less dire at $1.4 billion.81 (See 
Figure 7.) The biggest reason for the difference was that the cost-to-carry analysis did not incorporate expected 
growth in education spending.82

Figure 7

Using a Current Services Baseline Enabled PA to Anticipate a Growing 
Budget Gap 
Revenue and spending projections, FY 2024-28

Note: Under the Pennsylvania Independent Fiscal Office’s definitions, the current services projection “applies inflationary or 
demographic adjustments to maintain the same level of real services provided to residents in the base year,” while the cost-
to-carry projection “only increases funding for programs or line items that must be funded due to state or federal law, debt or 
pension obligations or the care of individuals under the jurisdiction of a state agency.”

Source: Pennsylvania Independent Fiscal Office, “Pennsylvania Economic & Budget Outlook: Fiscal Years 2022-23 to 2027-28” 
(2022), http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2022.pdf

© 2023 The Pew Charitable Trusts

Using the current services baseline is especially important when inflation is high because of increased cost 
pressures. Montana’s 2022 long-term budget assessment included detailed projections for inflationary costs in 
part because the authors recognized that the state, which like many others was struggling with high employee 
vacancy rates, would need to raise wages to maintain staffing and service levels.83

Many analysts make the reasonable decisions to use a current services baseline to project spending for certain 
categories, but not all, in their long-term budget assessments. Instead, they may assume that some spending 
categories will continue to grow at historical rates or with inflation because they have data to produce current 
services forecasts for only certain core areas, such as education and Medicaid. What states should not do, 
however, is assume that spending will be flat, that they will need to increase spending only for legal obligations, 
or that proposals to reduce spending will be automatically enacted to bring the budget into balance.

http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2022.pdf
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Incorporating the effects of policy proposals is a valuable part of a long-term budget assessment. But states must 
start with projections based on current laws or policies to provide a neutral evaluation of budget balance or else 
they risk underestimating spending and making the state’s structural position look stronger than it is.

Acknowledge uncertainty by showing how the numbers might vary under different scenarios, 
assumptions, or methodologies
Doubts about the accuracy of long-term projections sometimes make states reluctant to produce or publish 
forecasts. However, rather than shying away from uncertainty, high-quality long-term budget assessments 
explain and contextualize it to help lawmakers understand the risks to future budget balance, the range of likely 
outcomes, and the probability of these outcomes. 

In California for example, the Legislative Analyst’s Office (LAO), in its November 2021 “Fiscal Outlook” report, 
provided not only specific dollar estimates for revenue but also plausible ranges. The LAO then compared the 
ranges to spending projections and found that the state could face budget shortfalls in coming years, though this 
was not the likeliest outcome.84 Additionally, the LAO explained some of the key uncertainties, including whether 
inflation would remain higher than normal and whether unusually large revenue increases would continue.85 
These warnings proved prescient a year later, when the LAO’s next annual outlook report projected budget 
shortfalls for the entire four-year forecast period, driven mainly by persistent high inflation and the weakest 
revenue outlook since the 2007-09 Great Recession.86

Analyzing multiple scenarios can also be a starting point for policy decisions. Rather than using a long-term 
budget assessment to evaluate only whether the budget will remain balanced under current policies, states 
can use it to determine what policies would ensure that balance. In Illinois, the Commission on Government 
Forecasting and Accountability (COGFA) included four spending growth scenarios in its March 2022 three-year 
forecast: flat spending, growth equal to the average increase over the prior five years, growth equal to the 20-year 
average, and a scenario tied to limiting the state’s backlog of unpaid bills. COGFA found that all the scenarios 
except flat spending would result in deficits by fiscal 2024.87

Estimate whether ongoing spending aligns with ongoing revenue over the long term to assess 
structural balance
Temporary or one-time revenue and spending can obscure a state’s fundamental fiscal situation. For example, 
temporary surpluses such as states have enjoyed in recent years do not equal long-term sustainability.88 To 
understand the budget’s underlying structural condition, long-term assessments should compare ongoing 
revenue and ongoing spending and remove temporary factors. Alternatively, assessments can present temporary 
revenue and spending separately to help explain why the short- and long-term situations may differ. 

In states such as Arizona, Florida, and Maryland, recent long-term budget assessments have shown that this 
approach makes a big difference in the results.89 In a December 2022 analysis, for example, Maryland’s General 
Assembly projected that the state’s annual structural surplus would decline through fiscal 2028. This finding 
reflected looming budget pressures, including a recent education funding law and increased public employee 
pension costs.90 Importantly, had Maryland not focused on ongoing spending and revenue, it might have missed 
these trends because temporary factors yielded a far-rosier picture: When including money carried over from 
previous years, the projections showed that year-end cash balances would increase each year through fiscal 
2028.91 (See Figure 8.)



22

 However, rather than shying away from uncertainty, high-quality long-term 
budget assessments explain and contextualize it to help lawmakers understand 
the risks to future budget balance, the range of likely
outcomes, and the probability of these outcomes.”

Figure 8

A Focus on Ongoing Spending and Revenue Revealed MD’s Shrinking 
Structural Surplus 
General fund cash balance and structural surplus projections, FY 2024-28

Note: Cash balances are the unspent dollars at the end of the fiscal year, while the structural surplus is ongoing revenue minus 
ongoing spending.

Source: Maryland Department of Legislative Services, “Spending Affordability Committee 2022 Interim Report” (2022), https://
dls.maryland.gov/pubs/prod/RecurRpt/Spending_Affordablity_Committee_2022_Interim_Report.pdf

© 2023 The Pew Charitable Trusts
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To perform an analysis like Maryland’s and make it meaningful, states need processes for determining what 
portion of revenue and spending is ongoing and how much is temporary. Whenever possible, these distinctions 
should be based on neutral standards. For example, states should almost always treat spending on salaries and 
benefits as ongoing, except when workers are serving in explicitly temporary positions.

https://dls.maryland.gov/pubs/prod/RecurRpt/Spending_Affordablity_Committee_2022_Interim_Report.pdf
https://dls.maryland.gov/pubs/prod/RecurRpt/Spending_Affordablity_Committee_2022_Interim_Report.pdf
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Long-Term Budget Assessments and Accrual Accounting
One reason states sometimes fail to anticipate structural deficits is that their budget documents are ill-
suited to do so. States generally budget on a cash basis, showing the dollars that the state expects to collect 
and that agencies are authorized to spend during the upcoming fiscal year or biennium, but not beyond. 
However, another method, known as accrual accounting, that is commonly used in backward-looking 
financial documents offers an alternative that is better able to account for long-term costs. For that reason, 
states should consider using the accrual approach when developing long-term assessments. 

In a cash-basis budget for example, if a state skimps on paying into its public employee pension system this 
year, it will have to spend more in the years ahead to make up the difference, but the budget would only 
reflect the savings in the first year, not the subsequent increased costs. As The Volcker Alliance, a nonprofit 
research organization, has noted, “[O]ne of the most frequent criticisms of annual cash-based budgeting is 
its lack of transparency about the impact that budget decisions have on longer-term fiscal sustainability.”92

By contrast, when using the accrual approach, governments record expenses when they are incurred 
and revenue when it is earned—regardless of when cash changes hands.93 Under the pension example, 
the accrual method would not record any savings from the skipped payment because the state’s long-
term expenses are not reduced. Instead, it would show the annual cost of paying off the state’s pension 
obligations, including in the first year.

Given this advantage, accrual accounting seems a natural fit for long-term budget assessments. However, 
states generally do not use it for that purpose—at least not systematically or explicitly—because most long-
term assessments rely on current-year cash-based budgets as their starting point. Some long-term budget 
assessments do partially reflect the principles of accrual accounting. For example, a long-term assessment 
that is diligent about comparing ongoing revenue to ongoing spending would omit one-time savings from 
skipping a pension payment when calculating spending.

Analyze factors that could lead to long-term deficits, including identifying risks beyond the time 
frame of the analysis
Long-term budget assessments provide the most value when they offer clear, detailed explanations of the factors 
driving the numbers. If an assessment shows looming deficits, the authors should explain the causes of the 
deficits. If it shows surpluses, they should outline the reasons for the state’s strong position—while also noting 
key risks that could lead to a different outcome.

For example, the edition of Colorado’s “Long-Range Financial Plan” published in 2022 described crosscutting 
factors that will affect revenue and spending broadly and dynamics affecting specific spending categories. These 
factors included demographic trends (the state’s population is growing faster than the national average, but also 
aging), federal policies (American Rescue Plan Act funding is ending), and the state’s Taxpayer’s Bill of Rights (a 
key limit on how much revenue the state can collect and how much it can spend).94 Category-specific dynamics 
included a discussion of how the state’s prison population—a primary driver of the Department of Corrections 
budget—had declined during the COVID-19 pandemic but was growing again and was expected to keep rising.95

This approach to documenting and explaining risks can be helpful even when analysts cannot fully quantify how 
a threat will affect revenue and spending, because it still allows them to alert policymakers to the danger. For 
example, Florida’s 2022 “Long-Range Financial Outlook” did not measure the effects of a hurricane on revenue 
and spending because analysts cannot know when a hurricane will strike or how much damage it will cause. 



24

Nonetheless, the report featured a “significant risks to the forecast” section, which noted that, contrary to a 
common misconception, hurricanes are harmful to Florida’s fiscal health.96 Furthermore, it described how the 
state indirectly backs the property insurance market, creating budget risk in the event of a major hurricane.97

Similarly, states should acknowledge and describe risks from public employee pension and deferred infrastructure 
maintenance costs—multidecade obligations that are common sources of fiscal challenges. Many long-term 
budget assessments include these obligations in their spending projections, but only for the typical three-to-
five-year time frame. However, some states provide a more complete accounting of these costs. In Illinois for 
instance, although COGFA provides only three years of formal projections, its 2023 analysis also pointed out 
that the state’s unfunded pension liability stands at $140 billion and that, according to the state’s actuary, Illinois’ 
statutory goal to have the pension system 90% (rather than 100%) funded by 2045 “does not conform to 
generally accepted actuarial principles and practices.”98

Leading practices for budget stress tests
Examine multiple scenarios and estimate the likelihood of each
No two recessions are alike, and states cannot be sure how bad the next downturn will be. To reflect the plausible 
range of risks, states should analyze multiple stress scenarios. 

States can do that in a variety of ways. For instance, a 2018 Tennessee analysis used historical examples for its 
scenarios, examining how the current budget would fare if state revenue were to fall as it did during the mild 2001 
dot-com bust recession and the more severe Great Recession.99 Other states use scenarios provided by national 
forecasters, who often outline multiple potential paths for the economy. New Mexico revenue forecasters, for 
example, included three scenarios from Moody’s Analytics in its December 2022 stress test: one anticipating 
a general economic downturn, one for faster-than-expected economic growth, and a third reflecting low oil 
prices.100 When selecting scenarios, analysts should consider their state’s distinct economic and revenue system 
vulnerabilities. So, while it makes sense for New Mexico to examine the effects of low oil prices, New York might 
want to model the impacts of disruption on Wall Street.101

Alternatively, rather than present discrete scenarios, some Legislative Analyst’s Office reports in California have 
displayed a recession’s potential revenue effects as a range. For example, in November 2021, the LAO projected 
fiscal 2023 revenue at over $200 billion but also found that in a recession revenue could fall to approximately 
$170 billion to $190 billion.102 This approach reduces the need for judgment calls about which scenarios to include 
while also presenting a fuller spectrum of possible outcomes.

Regardless of which scenarios they use, analysts should estimate the frequency or likelihood of those scenarios. 
Montana’s Legislative Fiscal Division did this in its 2022 stress test by showing the size of budget shortfalls 
that could be expected to occur every eight, 10, 14, 20, and 40 years—with larger shortfalls occurring less 
frequently.103 (See Figure 9.) The value of these estimates is that they can enable policymakers to make decisions 
about the right amount to save or spend to account for the most likely outcomes, while also having plans in place 
to respond to more extreme but less probable conditions. For instance, if a shortfall will occur every eight years, 
policymakers might seriously consider putting enough in reserve to fully close the gap, but they may be willing to 
rely on less-desirable budget balancing options to close shortfalls that will occur far less frequently. In line with 
this idea, Montana’s analysis described budget balancing strategies the state could employ to close the gaps 
under each of the scenarios.104
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Figure 9

MT’s Budget Stress Test Showed That Larger Shortfalls Occur Less 
Often Than Smaller Ones
Frequency of deficits as a percentage of annual general fund budget
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Source: Montana Legislative Fiscal Division, “Managing Volatility, Part IV: Updated Recommendations for Strengthening State 
Finances” (2022), https://leg.mt.gov/content/Publications/fiscal/2023-Interim/LFC/Volatility-IV-FINAL.pdf
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Measure the effects of the scenarios on all major economically sensitive revenue sources and 
spending categories
To date, most budget stress tests have analyzed the effects of recession scenarios only on revenue, not 
spending. Recessions have sizable effects on major taxes, particularly state income and sales taxes. But they 
also can increase spending demands, in part because reduced incomes cause more people to qualify for 
means-tested programs such as Medicaid, and the heightened enrollment, in turn, increases spending absent 
action by policymakers.105 

Moody’s Analytics’ 2022 50-state stress test estimated that a moderate recession would reduce state revenue 
by $90 billion nationwide and increase Medicaid spending by $33 billion.106 And beyond Medicaid, state higher 
education spending tends to increase during recessions because residents go back to school when they cannot 
find jobs, and government pension costs rise to compensate for reduced investment earnings related to stock 
market declines.107 

https://leg.mt.gov/content/Publications/fiscal/2023-Interim/LFC/Volatility-IV-FINAL.pdf
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In light of these considerations, Utah undertook a comprehensive approach to stress tests. The state analyzes 
how recession scenarios would affect multiple economically sensitive spending categories—Medicaid, higher 
education, and public employee pension contributions—and combines those results with estimates of reduced 
revenue to calculate the “total value at risk” for each scenario.108 (See Figure 10.) That value at risk, in turn, allows 
the analysts to determine whether the state is prepared for the full effects of each scenario.109

Figure 10

UT Finds Billions of Dollars Could Be Lost Under 3 Economic 
Scenarios 
Projected revenue and spending at risk by recession type, combined total from FY 
2023-27

Note: “Revenue at risk” means expected revenue decline compared with a baseline scenario; “expenditures at risk” are expected 
spending increases compared with the baseline scenario.

Source: Utah Office of the Legislative Fiscal Analyst and Governor’s Office of Planning and Budget, “Budget Stress Testing 
2022” (2022), https://le.utah.gov/interim/2022/pdf/00004778.pdf

© 2023 The Pew Charitable Trusts

https://le.utah.gov/interim/2022/pdf/00004778.pdf
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Compare the effects of the scenarios to reasonable baseline expectations for revenue collections 
and spending
States usually start their stress tests with baseline forecasts for what would happen in the absence of an 
economic downturn. To calculate how much revenue would decrease in a recession, for example, states 
would first estimate what revenue would be if there were no recession. Analysts should clearly explain which 
baseline they have selected and why, because this decision can make a big difference in the results and in how 
policymakers should interpret them.

A basic approach is to use official revenue forecasts, which every state produces regularly as part of the budget 
process, as the baseline for calculating how far revenue would fall below those projections under each stress 
scenario. This approach often serves states well, but it does have some drawbacks. For one, if the economy is 
already faltering, official forecasts will reflect that stress—making them ill-suited as a baseline. As a solution, 
analysts can model revenue collections assuming the economy will grow and use those projections as a baseline.

Another option is to use the state’s current or projected surplus or deficit as a baseline and then examine how 
a stress scenario would change the results. In California, the state’s long-term budget assessment—the 
LAO’s “Fiscal Outlook” report—always provides surplus or deficit projections. (The stress test is also part of 
this report.) The 2022 report projected as a baseline a cumulative deficit of more than $60 billion through 
fiscal 2027, and then noted that a recession would add to that gap by causing revenue to fall $30 billion to 
$50 billion below expected levels.110 This approach is particularly valuable for states with structural deficits 
because it more fully captures the problems they will face in a recession, illuminating not only the probable 
revenue decline (e.g., California’s $30 billion to $50 billion), but also the total shortfall and which portions of 
that shortfall are the result of the stress event versus the underlying deficit. By providing this information, the 
deficit baseline approach enables policymakers to craft a solution that blends one-time measures with longer-
term revenue and spending adjustments.

Project far enough into the future to account for the full multiyear effects of the scenarios 
To fully measure the impact of recessions, stress tests need to analyze the effects over multiple future years. 
Since World War II, recessions have lasted 10 months on average, but economic activity generally remains 
diminished for months or years longer.111 Furthermore, tax collections do not generally recover as quickly as the 
broader economy, so the effects on state budgets may last longer still.112

Maine’s October 2022 stress test, for instance, found that both a moderate and a severe recession would cause 
individual income and sales tax revenue to fall below baseline forecasts for the entire five-year study period—
through fiscal 2027—even though under both scenarios Maine’s economy begins to recover by the 2025 calendar 
year.113 Had Maine’s analysis not looked ahead five years, it would be missing some effects of a recession and the 
state would appear more prepared than it actually is.

In other instances, five years of analysis may not be necessary. Maine’s stress test shows such long-lasting 
effects because even for the moderate recession scenario it “assumes a relatively weak and slow recovery.”114 
The important principle is that states should not arbitrarily decide how many years to include and should instead 
assess how long the effects of a recession will last by adding years to their calculations until they no longer see 
temporary recession impacts.
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Identify a broad list of contingencies to balance the budget in the event of stress
In several states, stress tests are primarily used to answer one question: How much money do we need in our 
rainy day fund to be ready for fiscal stress? Rainy day funds are one of states’ best tools for solving temporary 
budget problems, so focusing on these accounts is a good starting point. But any way that states can quickly 
increase or accelerate revenue collections or cut or delay spending is a potential option for balancing the budget. 
And, in practice, rules that limit when and how much states can withdraw from rainy day funds sometimes 
mean that these savings accounts cannot be the first or only resource to address a shortfall.115 Given these 
considerations, states should seek to consider the full range of available budget balancing mechanisms when 
gauging their financial preparedness.

In Montana for example, the Legislative Fiscal Division’s 2022 stress test laid out a range of tools for closing 
budget shortfalls and explained the order in which they are typically used—presenting a prioritized plan that 
lawmakers could use to eliminate the gaps.116 The state’s first tool is not the formal rainy day fund but rather 
the general fund operating reserve—revenue the state simply does not appropriate in order to create a cushion. 
Further, the stress test explained that although the state could rely on the formal rainy day fund if the operating 
reserve was not sufficient, it might also turn to other accounts, including a wildfire suppression fund. Spending 
cuts were also part of the mix because, by law, the governor cannot make rainy day fund withdrawals without 
cutting spending as well.117

However, analysts may face challenges identifying spending cuts to be considered among a state’s contingencies 
because, theoretically, lawmakers could cut any spending unless forbidden by state or federal law. But Tennessee 
came up with an innovative solution to this problem. Its stress test modeled a range of spending scenarios, 
including some that involved significant reductions in real spending.118

Stress tests can also explain why potential budget balancing options are not available under certain 
circumstances or when policymakers might face challenges tapping them. Understanding these obstacles can 
help state leaders assess how difficult closing budget gaps might be. A 2018 analysis from Connecticut’s Office 
of Fiscal Analysis (OFA) warned that the state’s “capacity to rely on borrowing and spending cuts to balance the 
budget in the event of a recession is constrained.”119 The OFA cited as examples a collective bargaining agreement 
with state employees that limited the state’s ability to modify retirement benefits and that changes to Medicaid 
required federal approval.120

Assess whether these contingencies would offset the measured effects and, if not, present 
options to improve preparedness 
Once states have identified budget balancing options, the next step is to determine whether those options 
are sufficient to close potential gaps and, if not, what to do about it. Often, the answer is straightforward. If 
the contingencies offer more money than the state would lose in a recession scenario—either from decreased 
revenue or increased spending—the analysis may conclude that the state is prepared. If not, reports often 
recommend bolstering the contingencies, such as by increasing rainy day fund balances. 

But states also can consider alternatives to increasing savings. For example, states could adopt reforms to the 
tax code that would reduce the degree to which revenue falls during recessions or implement Utah’s strategy 
of paying for infrastructure with cash in most years to retain borrowing capacity for downturns. One advantage 
of Utah’s approach is that the state avoids some of the trade-offs between saving and spending, instead 
putting its dollars to work throughout the economic cycle rather than having them sit unused in an account 
potentially for years.121

Even if a state determines that strengthening reserves is the best option, policymakers may want to consider 
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permanent changes to savings policies rather than simply setting aside more money once. For example, after 
Montana’s 2022 stress test identified raising the legal limits on several reserve funds as an option, lawmakers 
increased the cap on the state’s rainy day fund while also adopting several other approaches included in the 
stress test.122 

To improve preparedness, stress tests could also recommend rules to automatically deposit extraordinary revenue 
growth in rainy day funds—although lawmakers could also retain the power to override these rules—and statutory 
changes to make it easier for policymakers to tap the rainy day fund or other accounts during recessions.

Conclusion
Since the Great Recession began in 2007, states have endured deep budget shortfalls, a painfully slow recovery, 
and then the historically sharp contraction caused by the COVID-19 pandemic. After this tumultuous period, 
state leaders have jumped at the opportunity to deploy budget surpluses for long-deferred priorities, enacting 
record spending increases and tax cuts.

But now state fiscal conditions appear to be approaching a new inflection point. With federal pandemic relief 
ending, state revenue collections are declining. States also are closely watching the threat of recession. And 
many of the long-term factors that contribute to structural deficits, such as aging populations and antiquated tax 
systems, remain. Unless states can manage these risks, their recent policy achievements are in danger. 

Thankfully, states are not powerless in the face of these risks. Although they cannot prevent new threats from 
emerging, they can prepare for them by building robust reserves, for example, or by acting to close projected 
structural deficits before their budgets fall out of balance. To achieve these outcomes—and to keep priority 
investments on track—states should make long-term budget assessments and budget stress tests a standard 
part of their budgeting process. With these analytical tools, states can judge whether their budgets are on a 
sustainable path and, if not, what to do about it.

The states that already use these tools are proving that a short-term focus is not an inherent feature of 
government. Policymakers want their achievements to be sustained and will embrace a long-term perspective 
when they have reliable, policy-relevant data and analysis. Every state still has room to improve, but the ones 
that use long-term budget assessments and budget stress tests are demonstrating that a different model for 
budgeting, one grounded in evidence and long-term thinking, works. Other states should follow their lead.
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Appendix A: State fact sheets
This appendix provides fact sheets describing the practices of each state that produces a long-term budget 
assessment, a budget stress test, or both.

Alaska

Long-term budget assessment:    Budget stress test:  

Report: “The Fiscal Year 2024 Budget: Legislative Fiscal 
Analyst’s Overview of the Governor’s Request”a 

Report: Various, including “Fiscal Modeling: Senate Finance 
Committee Scenarios”b

Office: Legislative Finance Division Office: Legislative Finance Division

Analyses

Each January, as the Alaska Legislature convenes, the nonpartisan Legislative Finance Division (LFD) publishes 
a report that analyzes the governor’s budget proposal, describes the state’s fiscal outlook, and provides 10-year 
revenue and spending projections.c

The LFD’s reports provide a frank assessment of Alaska’s long-term fiscal challenges. In January 2023, the LFD 
found that the state’s situation was “improved from the FY15-21 period, but not improved enough to eliminate 
the structural budget deficit the State has faced since FY14” and that “without further policy changes, there will 
be substantial deficits that will rapidly deplete the State’s savings accounts.”d The LFD also explores potential 
solutions. The fiscal 2024 analysis inventoried ways the state could boost revenue to close the deficit while also 
acknowledging that raising revenue was not the only option.e

The LFD also conducts budget stress tests to help lawmakers evaluate policy proposals.f In early 2022, the 
co-chairs of Alaska’s Senate Finance Committee asked the division to analyze several proposals, including an 
increase in the capital budget.g To assess whether the state could afford these proposals, the LFD analyzed 
multiple scenarios, including ones in which spending on agency operations increased faster than expected and in 
which oil prices—a key variable in Alaska’s revenue system—were lower than forecast.h

The Alaska governor’s budget proposal also includes 10-year revenue and spending projections.i On its 
website, the Department of Revenue provides a customizable spreadsheet version of the model the executive 

a Alaska Legislative Finance Division, “The Fiscal Year 2024 Budget: Legislative Fiscal Analyst’s Overview of the Governor’s Request” 
(2023), http://www.legfin.akleg.gov/Overview/Overview2024.pdf.

b Alaska Legislative Finance Division, “Fiscal Modeling: Senate Finance Committee Scenarios” (Feb. 10, 2022), https://www.akleg.gov/
basis/get_documents.asp?session=32&docid=79002.

c Alaska Legislative Finance Division, “The Fiscal Year 2024 Budget.” 

d Ibid., 7, 14.

e Ibid., 15-18.

f C. Bell (fiscal analyst, economist, Alaska Legislative Finance Division), interview with The Pew Charitable Trusts, Jan. 17, 2023.

g Alaska Legislative Finance Division, “Fiscal Modeling,” 7.

h Ibid., 9-19.

i Alaska Office of Management and Budget, “FY2024 Budget Overview and 10-Year Plan” (2022), https://omb.alaska.gov/ombfiles/24_
budget/PDFs/10_Year_Plan_FY2024_12-15-22.pdf.

http://www.legfin.akleg.gov/Overview/Overview2024.pdf
https://www.akleg.gov/basis/get_documents.asp?session=32&docid=79002
https://www.akleg.gov/basis/get_documents.asp?session=32&docid=79002
https://omb.alaska.gov/ombfiles/24_budget/PDFs/10_Year_Plan_FY2024_12-15-22.pdf
https://omb.alaska.gov/ombfiles/24_budget/PDFs/10_Year_Plan_FY2024_12-15-22.pdf
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branch uses to create these projections.j As a result, even members of the public can devise a plan for solving 
Alaska’s fiscal challenges.

Notably, the executive and legislative branches share common assumptions and data when producing their 
projections—an approach that helps increase the credibility of the forecasts.k 

Policy impact
Alaska’s process integrates the LFD’s analyses directly into legislative deliberations. Because the division uses 
lawmakers’ actual policy proposals as the starting point for the stress tests, its analyses are immediately relevant 
and can inform pending decisions. 

Similarly, legislators have used the LFD’s 10-year projections to try to balance the budget over the long term. In 
2021, for example, the Legislature’s Fiscal Policy Working Group used the LFD’s projection modeling to gauge the 
size of the structural deficit, analyze potential solutions, and reach bipartisan agreement on strategies to close 
the deficit (though the full Legislature had not adopted the agreement as of this writing).l

Next steps
Alaska could regularly publish standardized stress tests to complement the analyses the LFD already produces. 
Because the division produces stress tests only on an ad hoc basis in response to specific policy proposals, 
the analyses cannot easily be used to evaluate Alaska’s overall readiness for recessions or other stressors and 
whether that preparedness is improving. One option would be for the LFD to include a stress test in its annual 
analysis of the governor’s budget proposal. This report already estimates how high oil prices would need to be 
for the budget to balance, so forecasting the size of shortfalls under lower oil price scenarios would be a natural 
extension of that analysis.m

j Alaska Economic Research Group, “Spring 2023 Fiscal Plan Model,” April 10, 2023, https://tax.alaska.gov/EconModel.

k A. Painter, director, Alaska Legislative Finance Division, email to Josh Goodman, The Pew Charitable Trusts, Aug. 9, 2023.

l Alaska Fiscal Policy Working Group, “Final Report” (2021), https://akleg.gov/docs/pdf/2021_Fiscal_Policy_Working_Group-Final_Report.
pdf.

m Alaska Legislative Finance Division, “The Fiscal Year 2024 Budget,” 19-20.

https://tax.alaska.gov/EconModel
https://akleg.gov/docs/pdf/2021_Fiscal_Policy_Working_Group-Final_Report.pdf
https://akleg.gov/docs/pdf/2021_Fiscal_Policy_Working_Group-Final_Report.pdf
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Arizona

Long-term budget assessment:  Budget stress test:  

Report: “JLBC Staff—October Budget Update”a

Office: Joint Legislative Budget Committee

Analyses
By law, Arizona’s General Appropriations Act—one of the state’s annual budget bills—must include three 
years of revenue and spending projections.b To fulfill this requirement, the staff of the Joint Legislative Budget 
Committee (JLBC) produces a report each October with the projections, which it then updates twice: when the 
legislative session starts the following January and in April, near the end of the session.c The October and January 
reports include context for the forecasts, describing the economic factors driving the numbers, recent policy 
developments, and sources of budget uncertainty.d

Separately, the Governor’s Office of Strategic Planning & Budgeting (OSPB) publishes three-year projections of 
revenue and spending as part of the governor’s budget proposal each year. Both these projections and the JLBC’s 
distinguish between one-time and ongoing revenue and spending, and OSPB uses its ongoing figures to calculate 
the state’s structural surplus or deficit.e The governor’s budget proposal includes some discussion of the state’s 
economic, demographic, and revenue outlooks but provides little analysis of the surplus or deficit figures.f

Policy impact
Arizona has enjoyed budget surpluses in recent years, and the JLBC’s reports have provided a key data point 
for legislators: the maximum amount of money they can commit to ongoing initiatives without causing future 
shortfalls. For example, the January 2023 report found that the state would have a “one-time balance” of $1.8 
billion to spend in fiscal year 2024, but also that “any new ongoing spending in FY 2024 would create a shortfall 
in FY 2025.”g This finding has helped encourage lawmakers to focus on using the surpluses for one-time rather 
than ongoing commitments. However, this approach requires legislators to exercise care when determining 
whether an expenditure is genuinely one-time.h

a Arizona Joint Legislative Budget Committee, “JLBC Staff—October Budget Update” (2022), https://www.azjlbc.gov/
budget/100622revenueandbudgetupdate.pdf.

b Arizona Rev. Stat. § 35-125, https://www.azleg.gov/ars/35/00125.htm.

c Arizona Joint Legislative Budget Committee, “October Budget Update”; Arizona Joint Legislative Budget Committee, “FY 2024 Baseline 
Book” (2023), https://www.azjlbc.gov/budget/24baselinesinglefile.pdf; Arizona Joint Legislative Budget Committee, “Finance Advisory 
Committee Revenue and Budget Update” (April 13, 2023), https://www.azjlbc.gov/budget/revenueandbudgetupdate041323.pdf.

d Arizona Joint Legislative Budget Committee, “FY 2024 Baseline Book”; Arizona Joint Legislative Budget Committee, “October Budget 
Update.”

e Arizona Joint Legislative Budget Committee, “October Budget Update,” 12; Arizona Governor’s Office of Strategic Planning and Budgeting, 
“State of Arizona Executive Budget Summary, Fiscal Year 2024” (2023), 31, 34, https://www.azospb.gov/Documents/2023/FY%20
2024%20Summary%20Book.pdf.

f Arizona Governor’s Office of Strategic Planning and Budgeting, “State of Arizona Executive Budget Summary,” 28-30.

g Arizona Joint Legislative Budget Committee, “FY 2024 Baseline Book,” S-1.

h Arizona Joint Legislative Budget Committee, “FY 2024 JLBC Baseline” (Jan. 13, 2023), 14, https://www.azjlbc.gov/
budget/24baselineslideshow.pdf; S. Shepherd (deputy director, Arizona Joint Legislative Budget Committee), interview with The Pew 
Charitable Trusts, Aug. 23, 2023.

https://www.azjlbc.gov/budget/100622revenueandbudgetupdate.pdf
https://www.azjlbc.gov/budget/100622revenueandbudgetupdate.pdf
https://www.azleg.gov/ars/35/00125.htm
https://www.azjlbc.gov/budget/24baselinesinglefile.pdf
https://www.azjlbc.gov/budget/revenueandbudgetupdate041323.pdf
https://www.azospb.gov/Documents/2023/FY%202024%20Summary%20Book.pdf
https://www.azospb.gov/Documents/2023/FY%202024%20Summary%20Book.pdf
https://www.azjlbc.gov/budget/24baselineslideshow.pdf
https://www.azjlbc.gov/budget/24baselineslideshow.pdf
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Next steps

The three-year time frame for the JLBC’s and OSBP’s projections does not capture factors that may affect 
Arizona’s budget more gradually, such as longer-term demographic changes. Including discussion of these factors 
with both sets of projections and with a longer time frame could offer state policymakers a broader view of key 
trends and risks.

The JLBC has produced some informal, internal stress analyses, which could serve as a starting point for a 
published budget stress test.i 

i  S. Shepherd (deputy director, Arizona Joint Legislative Budget Committee), interview with The Pew Charitable Trusts, Jan. 19, 2023.
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California

Long-term budget assessment:   Budget stress test:  

Report: “The 2023-24 Budget: California’s Fiscal Outlook”a Report: “The 2023-24 Budget: California’s Fiscal Outlook”b

Office: Legislative Analyst’s Office Office: Legislative Analyst’s Office

Analyses
The Legislative Analyst’s Office (LAO) regularly publishes innovative research on California’s long-term fiscal 
condition. Recent editions of the annual “Fiscal Outlook” report—a standout example of the office’s work—have 
included both long-term budget assessments and stress tests, with the LAO explaining why it expects California 
to face a surplus or deficit in coming years and how much worse the situation might be in case of a recession.c

One strength of the LAO’s work is that, where other states’ long-term fiscal analyses sometimes become 
formulaic and repetitive over time, the “Fiscal Outlook” reports stay fresh and relevant by blending original 
analysis of California’s immediate budget situation with long-term context. For example, when California 
enjoyed a large surplus in late 2021, the report concentrated on how much the state could afford in new, ongoing 
commitments over the long term, recognizing that much of the surplus reflected temporary factors, such as 
federal COVID-19 pandemic aid.d A year later, with California facing ongoing shortfalls, the report centered on the 
causes of the problem and strategies to address it.e

In addition to the outlook report, the LAO also updates and analyzes its long-term revenue and spending 
projections at various points in the budget calendar, including after the “May revision”—when the governor 
makes final modifications to the executive budget proposal to reflect updated revenue forecasts.f Additionally, the 
state’s Department of Finance produces its own long-term revenue and spending projections (albeit without the 
detailed discussion provided by the LAO) and episodically estimates how a recession would affect revenue.g

Policy impact
Released each November, the “Fiscal Outlook” report helps start the Legislature’s budget development process. 
For example, the State Assembly uses the report to inform its “Budget Blueprints,” released each December, 

a California Legislative Analyst’s Office, “The 2023-24 Budget: California’s Fiscal Outlook” (2022), https://www.lao.ca.gov/
reports/2022/4646/CA-Fiscal-Outlook-111622.pdf.

b Ibid.

c Ibid.

d California Legislative Analyst’s Office, “The 2022-23 Budget: California’s Fiscal Outlook” (2021), 8-11, https://www.lao.ca.gov/
reports/2021/4472/fiscal-outlook-111721.pdf. 

e California Legislative Analyst’s Office, “The 2023-24 Budget: California’s Fiscal Outlook.”

f California Legislative Analyst’s Office, “The 2023-24 Budget: Multiyear Budget Outlook” (2023), https://lao.ca.gov/Publications/
Report/4772.

g California Department of Finance, “General Fund Multiyear Forecast, 2023 Budget Act” (2023), https://ebudget.ca.gov/reference/
MultiYearProjection.pdf; California Department of Finance, “Governor’s Budget Summary—2020-21: Revenue Estimates” (2020), 228-29, 
https://ebudget.ca.gov/2020-21/pdf/BudgetSummary/RevenueEstimates.pdf. 

https://www.lao.ca.gov/reports/2022/4646/CA-Fiscal-Outlook-111622.pdf
https://www.lao.ca.gov/reports/2022/4646/CA-Fiscal-Outlook-111622.pdf
https://www.lao.ca.gov/reports/2021/4472/fiscal-outlook-111721.pdf
https://www.lao.ca.gov/reports/2021/4472/fiscal-outlook-111721.pdf
https://lao.ca.gov/Publications/Report/4772
https://lao.ca.gov/Publications/Report/4772
https://ebudget.ca.gov/reference/MultiYearProjection.pdf
https://ebudget.ca.gov/reference/MultiYearProjection.pdf
https://ebudget.ca.gov/2020-21/pdf/BudgetSummary/RevenueEstimates.pdf
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which identify the body’s fiscal priorities for the year.h The “Fiscal Outlook” reports include recommendations, 
such as to increase rainy day fund balances, and legislators have cited these recommendations when making 
budget decisions.i

Next steps
The LAO’s analyses generally focus on factors that the analysts expect to significantly affect the budget 
within the typical four-year time frame of the state’s reports. The office could supplement this analysis with 
assessments of the fiscal effects of more gradual, long-term factors, such as climate change and California’s weak 
population growth.

h California State Assembly Committee on Budget, “Budget Blueprints,” accessed Aug. 29, 2023, https://abgt.assembly.ca.gov/content/
budget-blueprints; A. Hollingshead (principal fiscal and policy analyst, California Legislative Analyst’s Office), interview with The Pew 
Charitable Trusts, May 8, 2023.

i Hollingshead, interview.

https://abgt.assembly.ca.gov/content/budget-blueprints
https://abgt.assembly.ca.gov/content/budget-blueprints
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Colorado

Long-term budget assessment:  Budget stress test:  

Report: “FY 2022-23 Long-Range Financial Plan Executive 
Summary”a

Office: Office of State Planning and Budgeting

Analyses
A 2018 Colorado law required state agencies to submit annual long-range financial plans to the General 
Assembly’s Joint Budget Committee (JBC).b The Office of State Planning and Budgeting (OSPB) produces a 
summary of these plans each year that discusses key themes—such as the winding down of flexible federal 
COVID-19 aid and “a growing and aging population”—for understanding Colorado’s overall budget situation.c

The OSPB summary has historically focused on Colorado’s largest agencies—those that make up the lion’s share 
of the state’s budget.d Using materials from the agencies’ long-range plans, the summary provides a mix of data 
and descriptive analysis. For example, the section on the Department of Corrections in the edition published 
in 2022 described how the pandemic led to a drop in the state prison population but also projected a growing 
prison population through fiscal year 2028.e

The 2021 edition of the summary included an estimate of Colorado’s future deficit at $2.1 billion in fiscal 2027, 
but the 2022 edition did not revisit this analysis because the OSPB is revamping its approach to the calculations.f 
The office plans to include deficit estimates again in 2023.g 

Policy impact
The information the OSPB and other agencies provide has encouraged legislators to take a longer-term 
perspective on budgeting.h Agencies submit their long-range plans to the JBC along with their annual budget 
requests, which enable legislators to consider long-term needs, risks, and fiscal pressures when deciding how 
much funding each agency should receive for the next year.i

 

a Colorado Office of State Planning and Budgeting, “FY 2022-23 Long-Range Financial Plan Executive Summary” (2021), https://drive.
google.com/drive/folders/121hT1Ou9BzUmsm5S9pINpAl-qC_ZNr_x.

b Colorado Rev. Stat. § 2-3-209, https://leg.colorado.gov/sites/default/files/2018a_1430_signed.pdf.

c Colorado Office of State Planning and Budgeting, “FY 2023-24 Long-Range Financial Plan Executive Summary” (2022), https://drive.
google.com/drive/folders/1KfQOAGZZakShyYavVQh9znx0c_ha3Syy.

d Ibid., 4-10.

e Ibid., 8-9.

f Ibid.; Colorado Office of State Planning and Budgeting, “FY 2022-23 Long-Range Financial Plan Executive Summary,” 10. 

g A. Carlson, manager of long-range planning and fiscal resilience, Colorado Office of State Planning and Budgeting, email to Josh 
Goodman, The Pew Charitable Trusts, Aug. 14, 2023.

h A. Carlson, B. Cooke, and M. Davisson (manager of long-range planning and fiscal resilience; deputy director, chief economist; former 
deputy director for budget, Colorado Office of State Planning and Budgeting), interview with The Pew Charitable Trusts, May 12, 2023.

i Colorado Rev. Stat. § 2-3-209.

https://drive.google.com/drive/folders/121hT1Ou9BzUmsm5S9pINpAl-qC_ZNr_x
https://drive.google.com/drive/folders/121hT1Ou9BzUmsm5S9pINpAl-qC_ZNr_x
https://leg.colorado.gov/sites/default/files/2018a_1430_signed.pdf
https://drive.google.com/drive/folders/1KfQOAGZZakShyYavVQh9znx0c_ha3Syy
https://drive.google.com/drive/folders/1KfQOAGZZakShyYavVQh9znx0c_ha3Syy
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Next steps
The Colorado General Assembly’s mandate that agencies produce long-range financial plans covered only five 
years, so starting in 2024, the plans will no longer be required.j Even without a statutory requirement, however, 
the OSPB has resolved to continue conducting and improving long-term analyses and is hiring additional staff 
to do so.k Lawmakers could re-establish the requirement for long-range financial plans to ensure that these 
important fiscal documents are not subject to the whims of the executive branch.

Additionally, the OSPB could build on existing recession analyses to begin conducting budget stress tests. 
The office’s summary of the long-range plans notes that revenue fell by more than 16% in the 2001 and 2008 
recessions and lists strategies the state uses to close budget shortfalls.l A stress test could judge whether 
a future recession would be likely to have a similar impact as those recessions and then assess whether the 
state’s budget-balancing strategies would be sufficient to deal with the challenge. The agency-specific long-
range plans include discussions of how a recession would affect each agency’s budget, which could also help 
inform a stress test.m 

Additionally, a stress test would need to consider Colorado’s Taxpayer’s Bill of Rights, which requires the state to 
refund taxpayers when revenue exceeds certain limits. This could have budget implications during a downturn 
because a drop in revenue might not mean that the state has less money to spend but rather that Coloradans 
receive smaller refunds.n

j Ibid.

k Carlson, Cooke, and Davisson, interview.

l Colorado Office of State Planning and Budgeting, “FY 2023-24 Long-Range Financial Plan Executive Summary,” 11-12.

m See for example, Colorado Department of Health Care Policy and Financing, “Long Range Financial Plan FY 2023-24” (2022), 10, https://
drive.google.com/drive/folders/1ZKwRVB-w2POWPbqYsM6gctMoAi5FIUdf; Colorado Department of Higher Education, “Long Range 
Financial Plan FY 2023-24” (2022), 12, https://drive.google.com/drive/folders/1tGviWUbiRaDScMn1wBW7D8enMPsRkAGr.

n G. Sobetski, chief economist, Colorado Legislative Council, email to Katy Campillo, The Pew Charitable Trusts, April 25, 2023.

https://drive.google.com/drive/folders/1ZKwRVB-w2POWPbqYsM6gctMoAi5FIUdf
https://drive.google.com/drive/folders/1ZKwRVB-w2POWPbqYsM6gctMoAi5FIUdf
https://drive.google.com/drive/folders/1tGviWUbiRaDScMn1wBW7D8enMPsRkAGr
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Connecticut

Long-term budget assessment:  Budget stress test:  

Report: “Fiscal Accountability Report: FY 23-FY 26”a Report: “Fiscal Accountability Report: FY 20-FY 24”b

Office: Office of Fiscal Analysis Office: Office of Fiscal Analysis

Analyses
Connecticut law requires both the General Assembly’s Office of Fiscal Analysis (OFA) and the executive branch’s 
Office of Policy and Management (OPM) to produce reports each year examining the state’s long-term fiscal 
outlook.c One strength of these “Fiscal Accountability Reports” is that they do not limit their analysis to the 
state’s general fund and instead examine other accounts and spending categories, including ones that are sources 
of fiscal pressure such as the Special Transportation Fund and public employee retirement benefits.d

Despite providing a wealth of data and analysis, the reports suffer from a significant weakness. They are 
statutorily required to project spending growth only in “fixed cost drivers”—spending that is required by law, 
such as debt service, pension contributions, and entitlements.e The OFA’s reports compare fixed cost growth 
to revenue growth to determine whether the state’s budget is structurally balanced.f But by requiring this 
approach, Connecticut policymakers may have forced the analysts to provide them with an unrealistically 
optimistic view of the budget because potential spending growth in other areas, such as education and local 
government aid, is not included.

The OFA included budget stress tests in its 2018 and 2019 “Fiscal Accountability Reports,” but none since.g 
However, the office reports that it has continued to produce internal stress analyses.h

Policy impact
The OFA and OPM publish the “Fiscal Accountability Reports” by late November each year, providing a starting 
point for lawmakers’ budget decisions.i Then, during mandatory legislative hearings in early December—weeks 
before the General Assembly convenes for its annual session—legislators pepper OFA and OPM officials with 

a Connecticut Office of Fiscal Analysis, “Fiscal Accountability Report: FY 23-FY 26” (2022), https://www.cga.ct.gov/ofa/Documents/year/
FF/2023FF-20221118_Fiscal%20Accountability%20Report%20FY%2023%20-%20FY%2026.pdf.

b Connecticut Office of Fiscal Analysis, “Fiscal Accountability Report: FY 20-FY 24” (2019), https://www.cga.ct.gov/ofa/Documents/Year/
FF/2020FF-20191120_Fiscal%20Accountability%20Report%20FY%2020%20-%20FY%2024.pdf.

c Connecticut Gen. Stat. § 2-36b, https://www.cga.ct.gov/current/pub/chap_016.htm#sec_2-36b.

d Connecticut Office of Fiscal Analysis, “Fiscal Accountability Report: FY 23-FY 26,” 18-21, 44-50; Connecticut Office of Policy and 
Management, “Fiscal Accountability Report: Fiscal Years 2023-2026” (2022), 18-21, 30-38, https://portal.ct.gov/-/media/OPM/Budget/
FiscalAccountability/OPM-2022-Fiscal-Accountability-Report.pdf. 

e Connecticut Gen. Stat. § 2-36b.

f Connecticut Office of Fiscal Analysis, “Fiscal Accountability Report: FY 23-FY 26,” 10.

g Connecticut Office of Fiscal Analysis, “Fiscal Accountability Report: FY 20-FY 24,” 23-24; Connecticut Office of Fiscal Analysis, “Fiscal 
Accountability Report: FY 19-FY 22” (2018), 31-32, https://www.cga.ct.gov/ofa/Documents/year/FF/2019FF-20181115_Fiscal%20
Accountability%20Report%20FY%2019%20-%20FY%2022.pdf.

h N. Ayers (director, Connecticut Office of Fiscal Analysis), interview with The Pew Charitable Trusts, Jan. 12, 2023.

i Connecticut Gen. Stat. § 2-36b.

https://www.cga.ct.gov/ofa/Documents/year/FF/2023FF-20221118_Fiscal%20Accountability%20Report%20FY%2023%20-%20FY%2026.pdf
https://www.cga.ct.gov/ofa/Documents/year/FF/2023FF-20221118_Fiscal%20Accountability%20Report%20FY%2023%20-%20FY%2026.pdf
https://www.cga.ct.gov/ofa/Documents/Year/FF/2020FF-20191120_Fiscal%20Accountability%20Report%20FY%2020%20-%20FY%2024.pdf
https://www.cga.ct.gov/ofa/Documents/Year/FF/2020FF-20191120_Fiscal%20Accountability%20Report%20FY%2020%20-%20FY%2024.pdf
https://portal.ct.gov/-/media/OPM/Budget/FiscalAccountability/OPM-2022-Fiscal-Accountability-Report.pdf
https://portal.ct.gov/-/media/OPM/Budget/FiscalAccountability/OPM-2022-Fiscal-Accountability-Report.pdf
https://www.cga.ct.gov/ofa/Documents/year/FF/2019FF-20181115_Fiscal%20Accountability%20Report%20FY%2019%20-%20FY%2022.pdf
https://www.cga.ct.gov/ofa/Documents/year/FF/2019FF-20181115_Fiscal%20Accountability%20Report%20FY%2019%20-%20FY%2022.pdf
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questions about the state’s fiscal outlook.j Over the years, the reports have helped call attention to Connecticut’s 
substantial challenges and its nascent fiscal turnaround that has included increased reserves, efforts to manage 
pension liabilities, and multiple rounds of credit upgrades.k 

Next steps
Lawmakers could authorize the OFA and OPM to project spending growth in areas beyond fixed costs. The offices 
already produce more comprehensive spending projections elsewhere (the OPM in the governor’s budget and the 
OFA internally), so making this change may not require significant additional resources.l

The state could also begin publishing stress tests regularly. Connecticut is a national success story for 
increasing its rainy day fund balance, which grew 13-fold as a percentage of state spending from fiscal year 
2017 to fiscal 2020.m After the fund reached its statutory cap of 15% of appropriations, lawmakers voted in 
2023 to increase the cap to 18%.n A stress test could determine whether the cap should be raised further or 
the state has saved enough.

j Ibid.; Ayers, interview.

k G. Messner (executive budget officer, Connecticut Office of Policy and Management), interview with The Pew Charitable Trusts, Jan. 
12, 2023; D. Haar, “Standard & Poor’s Upgrades CT’s Credit Rating in a Sign of Budget Progress,” CT Insider, Nov. 21, 2022, https://www.
ctinsider.com/news/article/Standard-Poors-upgrades-CT-credit-rating-17602291.php.

l Connecticut Office of Policy and Management, “Three-Year Budget Report” (2023), 1, https://portal.ct.gov/-/media/OPM/
Budget/2024_2025_Biennial_Budget/Budget_WebPage/OutyearReport_2024-28_Final.pdf; Ayers, interview.

m J. Theal and A. Fall, “Record State Budget Reserves Buffer Against Mounting Fiscal Threats,” The Pew Charitable Trusts, March 16, 2023, 
https://www.pewtrusts.org/en/research-and-analysis/articles/2023/03/16/record-state-budget-reserves-buffer-against-mounting-
fiscal-threats; The Pew Charitable Trusts, “Fiscal 50: State Trends and Analysis, Reserves and Balances,” updated March 16, 2023, https://
www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5.

n C. Keating, “Connecticut Legislature Extends Fiscal Guardrails for 5 Years in Multifaceted Bill; Commissioner Dykes Approved,” Hartford 
Courant, updated Feb. 13, 2023, https://www.courant.com/2023/02/09/connecticut-legislature-extends-fiscal-guardrails-for-5-years-in-
multifaceted-bill-commissioner-dykes-approved.

https://www.ctinsider.com/news/article/Standard-Poors-upgrades-CT-credit-rating-17602291.php
https://www.ctinsider.com/news/article/Standard-Poors-upgrades-CT-credit-rating-17602291.php
https://portal.ct.gov/-/media/OPM/Budget/2024_2025_Biennial_Budget/Budget_WebPage/OutyearReport_2024-28_Final.pdf
https://portal.ct.gov/-/media/OPM/Budget/2024_2025_Biennial_Budget/Budget_WebPage/OutyearReport_2024-28_Final.pdf
https://www.pewtrusts.org/en/research-and-analysis/articles/2023/03/16/record-state-budget-reserves-buffer-against-mounting-fiscal-threats
https://www.pewtrusts.org/en/research-and-analysis/articles/2023/03/16/record-state-budget-reserves-buffer-against-mounting-fiscal-threats
https://www.courant.com/2023/02/09/connecticut-legislature-extends-fiscal-guardrails-for-5-years-in-multifaceted-bill-commissioner-dykes-approved
https://www.courant.com/2023/02/09/connecticut-legislature-extends-fiscal-guardrails-for-5-years-in-multifaceted-bill-commissioner-dykes-approved
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Florida

Long-term budget assessment:   Budget stress test:  

Report: “Long-Range Financial Outlook”a

Office: Senate Committee on Appropriations, House 
Appropriations Committee, Legislative Office of Economic and 
Demographic Research

Analyses
Florida’s constitution requires a bicameral panel known as the Legislative Budget Commission to approve a 
“Long-Range Financial Outlook” each September.b To fulfill this requirement, lawmakers task the Legislative 
Office of Economic and Demographic Research and the House and Senate Appropriations committees with 
jointly producing a report that includes a rich mix of data and analysis, including three years of revenue and 
spending projections.c

The resulting report uses a robust approach to projecting spending that accounts for growing costs from 
increased caseloads in areas such as K-12 education and Medicaid, an important step in a rapidly growing 
state.d It also divides spending categories into “critical needs”—i.e., “the minimum funding requirements for 
core government functions within the current policy framework, absent significant law or structural changes”—
and less essential “other high priority needs” to show where lawmakers have more discretion to adjust 
spending levels.e

In years when the report projects budget shortfalls, it outlines options for policymakers to close the gaps.f With 
Florida enjoying strong budget conditions in recent years, the report has warned against large increases in 
ongoing spending, noting in 2022, “Although there are significant surpluses projected for all three years of the 
outlook, they are largely nonrecurring funds.”g 

Policy impact
The report plays a key role in the initial stages of Florida’s annual budget process. Under the state constitution, 
when state agencies make budget requests, they must either use the projected numbers in the “Outlook” 

a Florida Senate Committee on Appropriations, House Appropriations Committee, and Legislative Office of Economic and Demographic 
Research, “Long-Range Financial Outlook, Fiscal Years 2023-24 Through 2025-26” (2022), http://edr.state.fl.us/Content/long-range-
financial-outlook/3-Year-Plan_Fall-2022_2024-2226.pdf.

b Florida Const. Art. III, § 19(c)(1), http://www.leg.state.fl.us/Statutes/index.cfm?Mode=Constitution&Submenu=3&Tab=statutes#A3S19.

c Florida Senate Committee on Appropriations, House Appropriations Committee, and Legislative Office of Economic and Demographic 
Research, “Long-Range Financial Outlook, Fiscal Years 2023-24 Through 2025-26.”

d Ibid., 9.

e Ibid.

f Florida Senate Committee on Appropriations, House Appropriations Committee, and Legislative Office of Economic and Demographic 
Research, “Long-Range Financial Outlook, Fiscal Years 2021-22 Through 2023-24” (2020), 25-27, http://edr.state.fl.us/Content/long-
range-financial-outlook/3-Year-Plan_Fall-2020_2022-2224.pdf.

g Florida Senate Committee on Appropriations, House Appropriations Committee, and Legislative Office of Economic and Demographic 
Research, “Long-Range Financial Outlook, Fiscal Years 2023-24 Through 2025-26,” 44-45.

http://edr.state.fl.us/Content/long-range-financial-outlook/3-Year-Plan_Fall-2022_2024-2226.pdf
http://edr.state.fl.us/Content/long-range-financial-outlook/3-Year-Plan_Fall-2022_2024-2226.pdf
http://edr.state.fl.us/Content/long-range-financial-outlook/3-Year-Plan_Fall-2020_2022-2224.pdf
http://edr.state.fl.us/Content/long-range-financial-outlook/3-Year-Plan_Fall-2020_2022-2224.pdf


41

report or explain why they are not.h The agency requests then serve as the starting point for the governor and 
Legislature to create their budget proposals.

Next steps
Florida lawmakers could extend the “Outlook” report’s three-year time frame. The state’s economy and budget 
depend heavily on ongoing population growth, so adding years to the analysis could determine whether the 
budget is likely to remain on a sustainable path in light of longer-term demographic trends, such as the aging of 
the Baby Boom generation. The 2022 version of the “Outlook” report warned, “As this cohort continues to age, 
the effects will vary over time, with the positive benefits nearing their end over this decade and the challenges 
still ahead.”i

The state could also begin producing budget stress tests. Lawmakers could take advantage of Florida’s existing 
robust consensus forecasting process—in which “conferences” made up of legislative and executive branch 
representatives forecast revenue and, for key spending areas, caseloads and costs—by tasking the conferences 
with adding recession scenarios to their projections.j This analysis could then be included in the “Outlook” report, 
which already uses data from the conferences to project revenue and spending.k

h Florida Const. Art. III, § 19(c)(1).

i Florida Senate Committee on Appropriations, House Appropriations Committee, and Legislative Office of Economic and Demographic 
Research, “Long-Range Financial Outlook, Fiscal Years 2023-24 Through 2025-26,” 40.

j Florida Stat. Ann. § 216.136, http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_
String=&URL=0200-0299/0216/Sections/0216.136.html; Florida Office of Economic and Demographic Research, “Consensus 
Estimating Conferences,” accessed Aug. 29, 2023, http://edr.state.fl.us/Content/conferences/index.cfm.

k Florida Senate Committee on Appropriations, House Appropriations Committee, and Legislative Office of Economic and Demographic 
Research, “Long-Range Financial Outlook, Fiscal Years 2023-24 Through 2025-26,” 3.

http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=0200-0299/0216/Sections/0216.136.html
http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=0200-0299/0216/Sections/0216.136.html
http://edr.state.fl.us/Content/conferences/index.cfm
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Illinois

Long-term budget assessment:  Budget stress test:  

Report: “Three-Year Budget Forecast FY 2024-FY 2026”a

Office: Commission on Government Forecasting and 
Accountability

Analyses
By law, the staff of Illinois’ Commission on Government Forecasting and Accountability (COGFA) produces a 
report each March with three-year revenue and spending projections and analysis of the state’s economy and 
long-term budget outlook.b

Each edition of this “Three-Year Budget Forecast” discusses risks the state faces, including a high-level summary 
of key causes and consequences of challenges, such as poorly funded public employee pensions, weak population 
growth, and a (recently reduced) backlog of unpaid bills.c The report also examines multiple spending growth 
scenarios, an approach that allows COGFA to explore whether the budget would be expected to remain balanced 
under various spending levels. For example, the 2023 edition included two scenarios based on historical spending 
growth rates and two tied to limiting the bill backlog.d

Separately, Illinois law requires the Governor’s Office of Management and Budget (GOMB) to produce a five-year 
revenue and spending forecast each November.e Although the GOMB provides little discussion of risks compared 
with the COGFA report, it does describe the governor’s planned budget management strategies.f 

COGFA also says that it analyzes stress scenarios—for example, by looking at how revenue would be affected by 
recessions—but it does not publish the results.g

Policy impact 
The “Three-Year Budget Forecast” has little policy impact, receiving less attention from lawmakers than COGFA’s 
short-term revenue estimates, which play a more direct role in budget development.h

Next steps
Illinois should consider ways to increase the policy impact of the “Three-Year Budget Forecast.” This could begin 

a Illinois Commission on Government Forecasting and Accountability, “Three-Year Budget Forecast FY 2024-FY 2026” (2023), https://cgfa.
ilga.gov/Upload/3YearBudgetForecastFY2024-FY2026.pdf.

b Illinois 25 Ill. Comp. Stat. Ann. 155, https://www.ilga.gov/legislation/ilcs/ilcs3.asp?ActID=462&ChapterID=6. 

c Illinois Commission on Government Forecasting and Accountability, “Three-Year Budget Forecast FY 2024-FY 2026,” 6-8.

d Ibid., 11-16.

e Illinois 20 Ill. Comp. Stat. Ann. 3005, https://www.ilga.gov/legislation/ilcs/ilcs3.asp?ActID=359&ChapterID=5. 

f Illinois Governor’s Office of Management and Budget, “Illinois Economic and Fiscal Policy Report” (2022), 14-17, https://budget.illinois.
gov/content/dam/soi/en/web/budget/documents/economic-and-fiscal-policy-reports/fy2023/Economic%20and%20Fiscal%20
Policy%20Report%20FY23%2011.14.22%20FINAL.pdf.

g B. Varner (chief economist, Illinois Commission on Government Forecasting and Accountability), interview with The Pew Charitable 
Trusts, June 6, 2023.

h Ibid.

https://cgfa.ilga.gov/Upload/3YearBudgetForecastFY2024-FY2026.pdf
https://cgfa.ilga.gov/Upload/3YearBudgetForecastFY2024-FY2026.pdf
https://www.ilga.gov/legislation/ilcs/ilcs3.asp?ActID=462&ChapterID=6
https://www.ilga.gov/legislation/ilcs/ilcs3.asp?ActID=359&ChapterID=5
https://budget.illinois.gov/content/dam/soi/en/web/budget/documents/economic-and-fiscal-policy-reports/fy2023/Economic%20and%20Fiscal%20Policy%20Report%20FY23%2011.14.22%20FINAL.pdf
https://budget.illinois.gov/content/dam/soi/en/web/budget/documents/economic-and-fiscal-policy-reports/fy2023/Economic%20and%20Fiscal%20Policy%20Report%20FY23%2011.14.22%20FINAL.pdf
https://budget.illinois.gov/content/dam/soi/en/web/budget/documents/economic-and-fiscal-policy-reports/fy2023/Economic%20and%20Fiscal%20Policy%20Report%20FY23%2011.14.22%20FINAL.pdf
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with directly connecting lawmakers with the analysis, such as by holding legislative hearings on the report or 
requiring legislative panels to make policy recommendations informed by the analyses. Additionally, COGFA 
could include more specific findings or recommendations to spur legislative discussions, such as estimates of the 
level of ongoing spending the state can afford while maintaining a balanced budget in future years.

Changing the timing of the report may also help. COGFA typically releases the report in late March, when 
lawmakers are already deep into the legislative session and understandably preoccupied with finalizing the 
budget and completing their other business. Publishing the reports at the beginning of the budget development 
process could encourage policymakers to use them when writing the budget.

To begin stress testing, COGFA could consider publishing its recession analyses as part of the “Three-Year Budget 
Forecast”—which already describes the threat of a recession—or as a stand-alone report.i After reducing the 
balance of the Budget Stabilization Fund to the point that it was “barely enough to run state operations for 30 
seconds” in 2018, Illinois finally has begun making substantial deposits into the fund.j A stress test could help 
policymakers set a goal for further savings in the coming years. 

i Illinois Commission on Government Forecasting and Accountability, “Three-Year Budget Forecast FY 2024-FY 2026,” 6.

j The Pew Charitable Trusts, “Fiscal 50: State Trends and Analysis, Reserves and Balances,” updated March 16, 2023, https://www.
pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5; Illinois State Comptroller, “Comptroller Mendoza 
Makes Record Deposit Into the Rainy Day Fund,” news release, June 29, 2023, https://illinoiscomptroller.gov/about/news/press-releases/
comptroller-mendoza-makes-record-deposit-into-the-rainy-day-fund. Illinois’ Budget Stabilization Fund does not meet Pew’s definition of 
a rainy day fund because all withdrawals must be paid back in the same fiscal year that they are made. However, Illinois has temporarily 
repealed this stringent repayment rule in the past to allow the state to use the fund more flexibly.

https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
https://illinoiscomptroller.gov/about/news/press-releases/comptroller-mendoza-makes-record-deposit-into-the-rainy-day-fund
https://illinoiscomptroller.gov/about/news/press-releases/comptroller-mendoza-makes-record-deposit-into-the-rainy-day-fund
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Maine

Long-term budget assessment:    Budget stress test:  

Report: “Stress-Testing Maine General Fund Revenues & 
Reserves FY2023-FY2027”a

Office: Consensus Economic Forecasting Commission and 
Revenue Forecasting Committee

Analyses
Maine was one of the first states to legally mandate regular budget stress tests. A 2017 law requires two 
forecasting committees to jointly produce the analyses every two years.b The 2022 edition analyzed how much 
moderate and severe recession scenarios would reduce tax collections below baseline forecasts through fiscal 
year 2027.c This unusually long time horizon helps Maine’s stress test more fully reflect the effects of the stress 
scenarios than do similar analyses in other states.

The stress tests also compare revenue declines to the state’s rainy day fund balance to assess whether the state 
is ready for the recession scenarios.d The forecasters concluded in 2022 that the state was reasonably well 
prepared for the moderate recession scenario, while the fund’s existing balance would help address shortfalls 
caused by a severe recession but not fully offset them.e

Policy impact
In early 2020, when the COVID-19 pandemic jeopardized tax collections, executive branch officials used the 
2018 stress test to estimate that revenue would fall by as much as $200 million through the remainder of fiscal 
2020.f When writing the budget, the Legislature left roughly that amount of money in reserve as an extra cushion 
against potential revenue declines.g Ultimately, this estimate proved more accurate than predictions from outside 
organizations.h Had Maine not conducted its own stress test, lawmakers might have cut far more deeply than 
eventually proved necessary.

Next steps
Maine’s next stress test, scheduled for 2024, could add estimates of how much spending demands would 
increase under recession scenarios to provide a more comprehensive estimate of the size of potential budget 
shortfalls. As the 2022 stress test notes, “The omission of spending programs … understates the ‘fiscal shock’ the 

a Maine Consensus Economic Forecasting Commission and Revenue Forecasting Committee, “Stress-Testing Maine General Fund 
Revenues & Reserves FY2023-FY2027” (2022), https://legislature.maine.gov/doc/9043.

b Maine Rev. Stat. Tit. 5, § 1710-G, https://legislature.maine.gov/statutes/5/title5sec1710-G.html.

c Maine Consensus Economic Forecasting Commission and Revenue Forecasting Committee, “Stress-Testing Maine General Fund 
Revenues & Reserves FY2023-FY2027,” 20-26.

d Ibid., 26-29.

e Ibid., 29-30.

f Ibid., 10.

g Ibid.

h Ibid., 11.

https://legislature.maine.gov/doc/9043
https://legislature.maine.gov/statutes/5/title5sec1710-G.html
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budget will experience in a recession.”i To better gauge preparedness for the recession scenarios, Maine could 
also examine other budget balancing tools in addition to the rainy day fund.

Maine could also begin producing long-term budget assessments. To do so, the state would need multiyear 
spending projections to pair with the long-term revenue projections forecasters already produce. One option 
would be adding more years of projections and analysis to a report that Maine’s executive budget office already 
publishes, which forecasts revenue and spending for two years and uses those projections to estimate the state’s 
structural surplus or deficit for the upcoming biennium.j

i Ibid., 21.

j Maine Bureau of the Budget, “Four Year Revenue and Expenditure Forecast Report” (2022), https://www.maine.gov/budget/sites/
maine.gov.budget/files/inline-files/Four%20Year%20Revenue%20and%20Expenditure%20Forecast%20Report%202022%20-%20
2025%20Final_0.pdf.

https://www.maine.gov/budget/sites/maine.gov.budget/files/inline-files/Four%20Year%20Revenue%20and%20Expenditure%20Forecast%20Report%202022%20-%202025%20Final_0.pdf
https://www.maine.gov/budget/sites/maine.gov.budget/files/inline-files/Four%20Year%20Revenue%20and%20Expenditure%20Forecast%20Report%202022%20-%202025%20Final_0.pdf
https://www.maine.gov/budget/sites/maine.gov.budget/files/inline-files/Four%20Year%20Revenue%20and%20Expenditure%20Forecast%20Report%202022%20-%202025%20Final_0.pdf
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Maryland

Long-term budget assessment:  Budget stress test:  

Report: “Spending Affordability Committee 2022 Interim 
Report”a

Report: “Spending Affordability Committee 2022 Interim 
Report”b

Office: Department of Legislative Services and Spending 
Affordability Committee

Office: Department of Legislative Services and Spending 
Affordability Committee

Analyses
The nonpartisan Department of Legislative Services (DLS) produces detailed analyses of Maryland’s fiscal 
condition, including five-year projections of the state’s structural surplus or deficit, which are updated and 
published multiple times a year. The publications typically include dozens of tables and graphs that present a mix 
of historic, current, and projected fiscal data.c The DLS also updates the structural balance projections (but does 
not publish these updates) at key points during each legislative session, including when the House of Delegates 
and Senate pass their respective drafts of the budget, to account for the effects of proposed legislation.d

In addition, the DLS has occasionally published budget stress tests, most recently in 2022. That analysis 
estimated how a recession would affect revenue and spending and then forecast rainy day fund balances in light 
of those effects.e

Policy impact
By law, the Spending Affordability Committee, a panel of legislators that meets between sessions, reviews the 
DLS’ projections and uses them to guide the General Assembly on key fiscal choices, such as the rate of spending 
growth and level of savings.f The DLS’ 2022 analysis, for example, showed structural surpluses through fiscal 
year 2028 but forecast the size of the surpluses to decline beginning in fiscal 2025.g In response, the committee 
recommended that lawmakers maintain an operating surplus of at least $100 million in the fiscal 2024 budget as 
a hedge against a recession and “to ensure sustainability throughout the long-term forecast period.”h

a Maryland Department of Legislative Services, “Spending Affordability Committee 2022 Interim Report” (2022), https://dls.maryland.gov/
pubs/prod/RecurRpt/Spending_Affordablity_Committee_2022_Interim_Report.pdf.

b Ibid.

c Ibid.; Maryland Department of Legislative Services, “Fiscal Briefing January 2023” (2023), https://dls.maryland.gov/pubs/prod/OperBgt/
Fiscal-Briefing_2023-Session.pdf; Maryland Department of Legislative Services, “The 90 Day Report: A Review of the 2023 Legislative 
Session” (2023), https://dls.maryland.gov/pubs/prod/RecurRpt/23rs_90_Day_Report.pdf.

d D. Romans (coordinator, Maryland Department of Legislative Services), interview with The Pew Charitable Trusts, Jan. 10, 2023.

e Maryland Department of Legislative Services, “Spending Affordability Briefing” (2022), 12, 15-16, https://dls.maryland.gov/pubs/prod/
OperBgt/2022_Spending_Affordablity_Briefing.pdf; Romans, interview.

f Maryland Code Ann., State Government § 2-1004, https://mgaleg.maryland.gov/mgawebsite/Laws/
StatuteText?article=gsg&section=2-1004; Maryland Code Ann., State Government § 2-1005, https://mgaleg.maryland.gov/mgawebsite/
Laws/StatuteText?article=gsg&section=2-1005.

g Maryland Department of Legislative Services, “Spending Affordability Briefing,” 13.

h Maryland Department of Legislative Services, “Spending Affordability Committee 2022 Interim Report,” 5.

https://dls.maryland.gov/pubs/prod/RecurRpt/Spending_Affordablity_Committee_2022_Interim_Report.pdf
https://dls.maryland.gov/pubs/prod/RecurRpt/Spending_Affordablity_Committee_2022_Interim_Report.pdf
https://dls.maryland.gov/pubs/prod/OperBgt/Fiscal-Briefing_2023-Session.pdf
https://dls.maryland.gov/pubs/prod/OperBgt/Fiscal-Briefing_2023-Session.pdf
https://dls.maryland.gov/pubs/prod/RecurRpt/23rs_90_Day_Report.pdf
https://dls.maryland.gov/pubs/prod/OperBgt/2022_Spending_Affordablity_Briefing.pdf
https://dls.maryland.gov/pubs/prod/OperBgt/2022_Spending_Affordablity_Briefing.pdf
https://mgaleg.maryland.gov/mgawebsite/Laws/StatuteText?article=gsg&section=2-1004&enactments=False&archived=False
https://mgaleg.maryland.gov/mgawebsite/Laws/StatuteText?article=gsg&section=2-1004&enactments=False&archived=False
https://mgaleg.maryland.gov/mgawebsite/Laws/StatuteText?article=gsg&section=2-1005
https://mgaleg.maryland.gov/mgawebsite/Laws/StatuteText?article=gsg&section=2-1005
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Maryland’s approach creates a reliable pipeline from high-quality, nonpartisan analysis to data-driven decision-
making. Since its creation in 1982, the Spending Affordability Committee has a near-perfect record of having its 
recommendations adopted by the General Assembly.i 

Additionally, during legislative sessions, lawmakers use the DLS’ updated, unpublished structural balance 
projections to see whether the decisions they are contemplating would put the state at risk of imbalances up to 
five years into the future and adjust the budget accordingly.j This sets Maryland apart from most states, where 
lawmakers are trying to balance the budget only for the upcoming year or two.

Next steps
By producing stress tests regularly, Maryland could ensure that lawmakers always have timely data on whether 
the state is prepared for a recession.

The DLS also could supplement its five-year revenue and spending projections with analyses of longer-term fiscal 
and economic threats, such as slowing population growth and climate change. These additional insights would 
allow policymakers to prepare before these ongoing issues become major budget problems. 

i Ibid., 1.

j Romans, interview.
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Minnesota

Long-term budget assessment:   Budget stress test:  

Report: “Budget Reserve Recommendation”a

Office: Minnesota Management and Budget

Analyses
Minnesota was an early adopter of budget stress testing. As required by a 2014 law, the state’s executive budget 
agency, Minnesota Management and Budget (MMB), each fall recommends the balance needed for the state’s 
rainy day fund, based on the stress test.b MMB economists study the past volatility of state tax collections and 
the mix of taxes in the current budget to determine the rainy day fund level that will provide “a 95 percent level of 
confidence that a biennial deficit generated by revenue volatility will not exceed the budget reserve.”c

The MMB also publishes multiyear revenue and spending projections as part of its annual “Budget and Economic 
Forecast” report. The February 2023 edition projected revenue to exceed spending through the fiscal year 2026-
27 biennium and presented growth rates for key revenue sources and spending categories, showing which areas 
are expected to grow quickly and which are not.d However, the reports offer little detail on Minnesota’s overall 
fiscal health and budget risks. 

Policy impact
By using the stress test in conjunction with a law that requires rainy day fund deposits, Minnesota has increased 
its savings. By law, if budget officials expect a surplus at the end of the biennium and other conditions are met, 
up to 33% of the surplus must be transferred to the rainy day fund until the balance reaches the target identified 
in the MMB’s stress test.e This provision helped Minnesota reach the targeted savings level in 2019 and (with the 
help of strong revenue growth) maintain it since then.f

Next steps
The MMB’s “Budget and Economic Forecast” provides all the data necessary for a long-term budget assessment 
and lacks only a narrative discussion that explains the policy implications of the numbers. In such a narrative, 
the MMB could outline the state’s fiscal strengths and weaknesses, key factors driving projected surpluses, and 
threats that could prevent the surpluses from materializing. Such an analysis would help policymakers use the 
report to decide which commitments would be affordable and take action to mitigate risks.

a Minnesota Management and Budget, “Budget Reserve Recommendation” (2022), https://mn.gov/mmb-stat/000/az/forecast/budget-
reserve/report-2022.pdf.

b Minnesota Stat. Ann. § 16A.152, https://www.revisor.mn.gov/statutes/cite/16A.152.

c Minnesota Management and Budget, “Budget Reserve Recommendation.”

d Minnesota Management and Budget, “Budget and Economic Forecast: February 2023” (2023), 49, 58-59, 67-69, https://mn.gov/mmb-
stat/000/az/forecast/2023/budget-and-economic-forecast/february.pdf.

e Minnesota Stat. Ann. § 16A.152.

f L. Kalambokidis, state economist, Minnesota Management and Budget, email to Josh Goodman, The Pew Charitable Trusts, Aug. 16, 
2023.

https://mn.gov/mmb-stat/000/az/forecast/budget-reserve/report-2022.pdf
https://mn.gov/mmb-stat/000/az/forecast/budget-reserve/report-2022.pdf
https://www.revisor.mn.gov/statutes/cite/16A.152
https://mn.gov/mmb-stat/000/az/forecast/2023/budget-and-economic-forecast/february.pdf
https://mn.gov/mmb-stat/000/az/forecast/2023/budget-and-economic-forecast/february.pdf
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Although Minnesota’s reserve target analysis has served the state well, the stress test could be broadened in 
several ways. The MMB could examine how recessions would affect spending demands as well as revenue, gauge 
preparedness based on the availability of other contingencies for balancing the budget in addition to the rainy day 
fund, and consider the sufficiency of these contingencies using a longer time frame than the current biennium. 
By incorporating these elements, the stress test could provide a more comprehensive evaluation of the state’s 
preparedness for a recession.
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Montana

Long-term budget assessment:  Budget stress test:  

Report: “2025 Biennium Outlook Report”a Report: “Managing Volatility, Part IV”b

Office: Legislative Fiscal Division Office: Legislative Fiscal Division

Analyses
In mid-2022, the Legislative Fiscal Division (LFD) published two reports that together illuminated Montana’s 
fiscal strengths, risks, and upcoming decision points.c

The first, a “Biennium Outlook Report” published in June, projected baseline revenue and spending through fiscal 
year 2027 and discussed the trends driving the forecasts.d The projections presented multiple possibilities for 
revenue and spending levels because, as the LFD noted, unusual pandemic-era budget conditions had led to 
heightened uncertainty.e The division concluded that revenue was likely to exceed spending in the biennium that 
ends June 30, 2025, but that the state faced more risk of a shortfall in the following biennium.f A key reason for 
this risk was inflation, a subject the LFD analyzed more thoroughly than did similar offices in other states. The 
LFD noted that the state government was struggling with elevated employee vacancy rates, creating pressure on 
the state to raise wages.g

The second, a stress test published in September, analyzed how frequently the state could expect revenue 
declines of various sizes.h For example, the report found that the state could expect a 5.3% shortfall once every 
four biennia, and a 13.6% shortfall once every 20.i Then the report explained the tools Montana uses to close 
shortfalls—such as several reserve accounts—and offered lawmakers options to strengthen these tools.j 

Policy impact
The LFD’s stress test informed legislation that greatly enhanced Montana’s reserves in 2023.k Legislators worked 
with the LFD to determine how much they should increase reserves to be prepared for a range of recession 

a Montana Legislative Fiscal Division, “2025 Biennium Outlook Report” (2022), https://leg.mt.gov/content/publications/fiscal/2023-
Interim/June-2022/Outlook-Report.pdf.

b Montana Legislative Fiscal Division, “Managing Volatility, Part IV: Updated Recommendations for Strengthening State Finances” (2022), 
https://leg.mt.gov/content/Publications/fiscal/2023-Interim/LFC/Volatility-IV-FINAL.pdf.

c Montana Legislative Fiscal Division, “2025 Biennium Outlook Report”; Montana Legislative Fiscal Division, “Managing Volatility, Part IV.” 

d Montana Legislative Fiscal Division, “2025 Biennium Outlook Report.”

e Ibid., 4-9.

f Ibid., 8-9.

g Ibid., 5-8.

h Montana Legislative Fiscal Division, “Managing Volatility, Part IV.”

i Ibid., 7-10.

j Ibid.

k Montana H.B. 424, 68th regular session of the Montana Legislature (2023), https://leg.mt.gov/bills/2023/sesslaws/ch0722.pdf.

https://leg.mt.gov/content/publications/fiscal/2023-Interim/June-2022/Outlook-Report.pdf
https://leg.mt.gov/content/publications/fiscal/2023-Interim/June-2022/Outlook-Report.pdf
https://leg.mt.gov/content/Publications/fiscal/2023-Interim/LFC/Volatility-IV-FINAL.pdf
https://leg.mt.gov/bills/2023/sesslaws/ch0722.pdf
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scenarios.l The centerpiece of the bill was a more-than-250% increase in the cap on the state’s rainy day fund, 
marking a wholesale philosophical change for the state, which was one of the last in the country to create a 
formal rainy day fund.m

Next steps
Montana could commit to producing stress tests regularly, given how valuable the LFD’s 2022 analysis proved 
for informing decisions. Both the LFD and the Governor’s Office of Budget and Program Planning have previously 
published analyses to assess the appropriate size of the state’s reserves, but neither has done so on a consistent 
schedule.n Stress testing is especially important for Montana because the state’s reliance on personal and 
corporate income taxes results in unusually volatile revenue collections.o

The LFD’s “Outlook Report” proposed further study to determine long-term revenue and spending trends as 
temporary pandemic-related factors—including a large spike in revenue in 2021 and 2022—recede.p Such an 
analysis could help Montana policymakers determine whether the state budget will remain structurally balanced 
in the future.

l A. Carlson (legislative fiscal analyst, division director, Montana Legislative Fiscal Division), interview with The Pew Charitable Trusts, Jan. 
20, 2023.

m Montana H.B. 424; R. Zahradnik (director, state fiscal health project, The Pew Charitable Trusts), testimony before the Montana 
House Committee on Appropriations (March 23, 2017), https://www.pewtrusts.org/en/research-and-analysis/speeches-and-
testimony/2017/03/pew-comments-montana-bill-to-create-state-rainy-day-fund.

n Montana Legislative Fiscal Division, “Budget Stabilization Reserve Fund, Part III: Recommendations for Strengthening State Finances” 
(2018), https://leg.mt.gov/content/Publications/fiscal/interim/May-2018/BSRFIII-final.pdf; Montana Governor’s Office of Budget and 
Program Planning, “Recommendations for the Structure of Montana’s Rainy Day Fund” (2018), https://leg.mt.gov/content/Publications/
fiscal/interim/June-2018/OBPP-Rainy-Day-Fund-Report-Final.pdf.

o Montana Legislative Fiscal Division, “Managing Volatility, Part IV,” 4-5.

p Montana Legislative Fiscal Division, “2025 Biennium Outlook Report,” 31.

https://www.pewtrusts.org/en/research-and-analysis/speeches-and-testimony/2017/03/pew-comments-montana-bill-to-create-state-rainy-day-fund
https://www.pewtrusts.org/en/research-and-analysis/speeches-and-testimony/2017/03/pew-comments-montana-bill-to-create-state-rainy-day-fund
https://leg.mt.gov/content/Publications/fiscal/interim/May-2018/BSRFIII-final.pdf
https://leg.mt.gov/content/Publications/fiscal/interim/June-2018/OBPP-Rainy-Day-Fund-Report-Final.pdf
https://leg.mt.gov/content/Publications/fiscal/interim/June-2018/OBPP-Rainy-Day-Fund-Report-Final.pdf
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Nebraska

Long-term budget assessment:  Budget stress test:  

Report: “Revenue Volatility Report”a

Office: Legislative Fiscal Office

Analyses
By law, in even-numbered years Nebraska’s Legislative Fiscal Office (LFO) produces a “Revenue Volatility 
Report” to help ensure that the state is prepared for economic downturns.b The 2022 edition compiled data on 
whether revenue collections surpassed or trailed forecasts for every year going back to the 1980s.c One of the 
LFO’s insights arising from this data was that in economic downturns, revenue tends to fall short of forecasts for 
multiple consecutive years, suggesting that reserves must be sufficient to address larger shortfalls than those the 
state typically experiences in any single year.d The LFO concluded that Nebraska should target a rainy day fund 
balance of 12% to 16% of projected general fund revenue, enough to cope with 4% revenue shortfalls over three 
to four years.e

Although the “Revenue Volatility Report” meets Pew’s definition of a stress test, state law also requires the LFO 
to publish a separate official “budget stress test” in odd-numbered years.f As of summer 2023, the office had not 
produced a stress test under this requirement but reported that it was planning to do so in fall 2023.g

The LFO also frequently produces revenue and expenditure projections for the next two biennia in various 
budget reports and stand-alone analyses.h In fact, once lawmakers introduce a budget bill, the LFO updates the 
projections, known as the “General Fund Financial Status,” every day until the legislative session ends.i Although 
some of the reports elaborate on the components of the projections—explaining the growth rates of specific 
revenue sources or spending categories—they include little discussion of the factors behind the budget’s overall 
degree of sustainability.j

a Nebraska Legislative Fiscal Office, “Tax Rate Review Committee Annual Report” (2022), Revenue Volatility Report-1-10, https://
nebraskalegislature.gov/pdf/reports/fiscal/taxratereview_annual_2022.pdf.

b Nebraska Rev. Stat. Ann § 50-419.02, https://nebraskalegislature.gov/laws/statutes.php?statute=50-419.02.

c Nebraska Legislative Fiscal Office, “Tax Rate Review Committee Annual Report,” Revenue Volatility Report-3.

d Ibid., Revenue Volatility Report-2.

e Ibid., Revenue Volatility Report-3.

f Nebraska Rev. Stat. Ann § 50-419, https://nebraskalegislature.gov/laws/statutes.php?statute=50-419.

g K. Patent (director, Nebraska Legislative Fiscal Office), interview with The Pew Charitable Trusts, June 7, 2023.

h Nebraska Legislative Fiscal Office, “General Fund Financial Status” (2023), https://nebraskalegislature.gov/FloorDocs/Current/PDF/
Budget/status.pdf.

i Patent, interview.

j Nebraska Legislative Fiscal Office, “State of Nebraska FY2023-24/FY2024-25 Biennial Budget” (2023), https://nebraskalegislature.gov/
pdf/reports/fiscal/2023budget.pdf; Nebraska Legislative Fiscal Office, “State of Nebraska FY2021-22 and FY2022-23 Biennial Budget” 
(2022), https://nebraskalegislature.gov/pdf/reports/fiscal/2022budget.pdf.

https://nebraskalegislature.gov/pdf/reports/fiscal/taxratereview_annual_2022.pdf
https://nebraskalegislature.gov/pdf/reports/fiscal/taxratereview_annual_2022.pdf
https://nebraskalegislature.gov/laws/statutes.php?statute=50-419.02
https://nebraskalegislature.gov/laws/statutes.php?statute=50-419
https://nebraskalegislature.gov/FloorDocs/Current/PDF/Budget/status.pdf
https://nebraskalegislature.gov/FloorDocs/Current/PDF/Budget/status.pdf
https://nebraskalegislature.gov/pdf/reports/fiscal/2023budget.pdf
https://nebraskalegislature.gov/pdf/reports/fiscal/2023budget.pdf
https://nebraskalegislature.gov/pdf/reports/fiscal/2022budget.pdf
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Policy impact
Nebraska has reached the rainy day fund target the LFO identified.k As lawmakers debated the necessary size of 
the fund in the 2023 session, the LFO’s analysis provided useful context.l

Next steps
Once the official budget stress test is published, Nebraska policymakers could consider whether the stress test 
and volatility report serve distinct purposes or should be consolidated. Nebraska may not need two separate 
reports from the LFO assessing preparedness for temporary fiscal challenges.

To expand on the “General Fund Financial Status,” the LFO could present to lawmakers on the factors influencing 
the state’s long-term outlook and potential fiscal risks. LFO staffers already routinely discuss the financial status 
with legislators in informal conversations, and more formally identifying and sharing key factors could help 
ensure that lawmakers have the information they need to assess not only how well the state is doing fiscally, but 
also why.m 

k Nebraska Legislative Fiscal Office, “Tax Rate Review Committee Annual Report,” Revenue Volatility Report-3.

l Patent, interview.

m Ibid.
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New Mexico

Long-term budget assessment:  Budget stress test:  

Report: “Mid- to Long-Term Revenue Options”a Report: “General Fund Consensus Revenue Estimate”b

Office: Legislative Finance Committee Office: Consensus Revenue Estimating Group

Analyses
Recognizing that the state’s volatile, oil-price-dependent revenue collections contribute to an uncertain fiscal 
outlook, New Mexico conducts multiple analyses to ensure that the state is on a sustainable budgetary path.

In recent years, forecasts from the Consensus Revenue Estimating Group (CREG)—a body made up of 
representatives from the Legislative Finance Committee (LFC) and three executive branch agencies—have 
also included a budget stress test.c These analyses estimate how revenue collections would diverge from 
expectations under three scenarios: a general economic downside scenario, an economic upside scenario, and 
a low oil price scenario.d

Additionally, the LFC and the Department of Finance and Administration have regularly produced long-term 
revenue and spending projections, but these historically have not included narrative discussion of the factors 
driving the numbers.e In 2022, however, LFC staffers presented to legislators an analysis that not only explained 
when and why New Mexico could face structural deficits, but also offered strategies to help solve the problem.f 
In the presentation—which projected revenue and spending through 2050—the LFC forecast regular deficits 
beginning in about 15 years as a result of declining oil production.g

Policy impact
In 2023, lawmakers implemented one of the strategies the LFC identified to help prevent the looming structural 
deficits. They took about $700 million from the state’s temporary surplus and directed it to endowments and 
trusts funds, effectively turning one-time money into ongoing sources of revenue because of the endowments 
and trusts funds’ investment earnings.h In this way, New Mexico policymakers acted to reduce a structural deficit 
more than a decade before it was expected to begin.

a New Mexico Legislative Finance Committee, “Mid- to Long-Term Revenue Options” (2022), https://www.nmlegis.gov/handouts/
ALFC%20072022%20Item%207%20Mid-%20to%20Long-Term%20Revenue%20Options.pdf.

b New Mexico Legislative Finance Committee, “General Fund Consensus Revenue Estimate: December 2022” (2022), 9-12, https://
www.nmlegis.gov/Entity/LFC/Documents/Revenue_Reports/General_Fund_Revenue_Forecast/2022/Consensus%20Revenue%20
Estimate%20-%20December%202022.pdf.

c Ibid., 1, 9-12.

d Ibid., 11-12.

e New Mexico Legislative Finance Committee, “Legislating for Results: Post-Session Review” (2023), 66, https://www.nmlegis.gov/Entity/
LFC/Documents/Session_Publications/Post_Session_Fiscal_Reviews/May%202023.pdf; New Mexico Department of Finance and 
Administration, State Budget Division, “State of New Mexico Executive Budget Recommendation FY24” (2023), 159-60, https://www.
nmdfa.state.nm.us/wp-content/uploads/2023/01/Fiscal-Year-2024-Executive-Budget-Recommendation.pdf.

f New Mexico Legislative Finance Committee, “Mid- to Long-Term Revenue Options.”

g Ibid., 5, 8-10.

h D. Abbey, former director, New Mexico Legislative Finance Committee, email to Josh Goodman, The Pew Charitable Trusts, April 6, 2023.

https://www.nmlegis.gov/handouts/ALFC%20072022%20Item%207%20Mid-%20to%20Long-Term%20Revenue%20Options.pdf
https://www.nmlegis.gov/handouts/ALFC%20072022%20Item%207%20Mid-%20to%20Long-Term%20Revenue%20Options.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Revenue_Reports/General_Fund_Revenue_Forecast/2022/Consensus%20Revenue%20Estimate%20-%20December%202022.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Revenue_Reports/General_Fund_Revenue_Forecast/2022/Consensus%20Revenue%20Estimate%20-%20December%202022.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Revenue_Reports/General_Fund_Revenue_Forecast/2022/Consensus%20Revenue%20Estimate%20-%20December%202022.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Session_Publications/Post_Session_Fiscal_Reviews/May%202023.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Session_Publications/Post_Session_Fiscal_Reviews/May%202023.pdf
https://www.nmdfa.state.nm.us/wp-content/uploads/2023/01/Fiscal-Year-2024-Executive-Budget-Recommendation.pdf
https://www.nmdfa.state.nm.us/wp-content/uploads/2023/01/Fiscal-Year-2024-Executive-Budget-Recommendation.pdf
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Likewise, the stress tests have helped New Mexico legislators determine how large reserves should be to prepare 
for economic downturns. For example, in January 2023 the LFC recommended general fund reserves equal to 
30% of recurring appropriations, based in part on CREG’s stress test from a month earlier.i After lawmakers 
enacted a new state budget that spring, the LFC reported that the state was on track to exceed that target in 
fiscal 2023 and 2024.j

Next steps
CREG’s stress tests focus only on revenue, not spending. To avoid underestimating the state’s risk in a recession, 
New Mexico could add analysis of how much such events would increase the costs of means-tested programs 
such as Medicaid.

Given the success of the LFC’s multidecade structural balance projections in informing policy decisions, the state 
should repeat this analysis regularly to track progress on addressing structural deficits. The LFC is already moving 
in this direction; it presented a second edition of the analysis to legislators in July 2023.k

i New Mexico Legislative Finance Committee, “Legislating for Results: Policy and Performance Analysis” (2023), 16, https://www.nmlegis.
gov/Entity/LFC/Documents/Session_Publications/Budget_Recommendations/2024RecommendVoI.pdf.

j New Mexico Legislative Finance Committee, “Legislating for Results: Post-Session Review,” 7-8.

k New Mexico Legislative Finance Committee, “Balancing Mid- to Long-Term Revenues and Expenditures” (2023), https://www.
nmlegis.gov/Handouts/ALFC%20071823%20Item%202%20Balancing%20Mid-%20to%20Long-Term%20Revenues%20and%20
Expenditures.pdf.

https://www.nmlegis.gov/Entity/LFC/Documents/Session_Publications/Budget_Recommendations/2024RecommendVoI.pdf
https://www.nmlegis.gov/Entity/LFC/Documents/Session_Publications/Budget_Recommendations/2024RecommendVoI.pdf
https://www.nmlegis.gov/Handouts/ALFC%20071823%20Item%202%20Balancing%20Mid-%20to%20Long-Term%20Revenues%20and%20Expenditures.pdf
https://www.nmlegis.gov/Handouts/ALFC%20071823%20Item%202%20Balancing%20Mid-%20to%20Long-Term%20Revenues%20and%20Expenditures.pdf
https://www.nmlegis.gov/Handouts/ALFC%20071823%20Item%202%20Balancing%20Mid-%20to%20Long-Term%20Revenues%20and%20Expenditures.pdf


56

New York

Long-term budget assessment:  Budget stress test:  

Report: “Other Matters Affecting the Financial Plan” and “State 
Financial Plan Multi-Year Projections,” in “Fiscal Year 2024 
Enacted Budget Financial Plan”a

Report: “Preparing for the Next Financial Shock” section in “FY 
2022 Mid-Year Update”b

Office: Division of the Budget Office: Division of the Budget

Analyses
Five times a year, New York’s Division of the Budget (DOB) publishes a voluminous report known as the 
“Financial Plan,” which provides data and analysis of the governor’s fiscal proposals, the most recent enacted 
budget, the latest revenue forecasts, and the state’s long-term fiscal position.c

The DOB includes a key measure of New York’s fiscal health in the plan: the projected size of future budget gaps 
based on projected revenue and spending.d The spending projections for this analysis account for the cost to 
maintain current service levels, helping to show whether New York’s budget is on a sustainable path.e Usually, 
the analysis finds that the budget is not on that path: The June 2023 report showed combined gaps of $36 billion 
from fiscal 2025 through fiscal 2027.f

The reports also include a section describing risks that could cause the state’s budget situation to be worse 
than expected.g For example, recent editions describe how pandemic-induced ridership declines have put 
financial pressure on New York’s Metropolitan Transportation Authority, leading the state to increase aid to 
the transit system.h

The DOB also periodically analyzes how a recession would affect the state’s budget.i The department’s approach 
is to use New York’s previous experiences—including the 2007-09 Great Recession and the recession after the 
9/11 terrorist attacks—to approximate the effects of future downturns. For example, the fall 2021 edition of the 
“Financial Plan” concluded that “the State’s principal reserves today are not sufficient to avoid steep reductions 

a New York State Division of the Budget, “Fiscal Year 2024 Enacted Budget Financial Plan” (2023), 47-126, https://www.budget.ny.gov/
pubs/archive/fy24/en/fy24en-fp.pdf.

b New York State Division of the Budget, “FY 2022 Mid-Year Update” (2021), 9-10, https://www.budget.ny.gov/pubs/archive/fy22/en/
fy22en-fp-myu.pdf.

c New York State Division of the Budget, “Financial Plans,” accessed Sept. 13, 2023, https://www.budget.ny.gov/pubs/financial-plans/
index.html; New York State Division of the Budget, “Fiscal Year 2024 Enacted Budget Financial Plan.”

d New York State Division of the Budget, “Fiscal Year 2024 Enacted Budget Financial Plan,” 70.

e Ibid., 3.

f Ibid., 70.

g Ibid., 47-66.

h Ibid., 61-62.

i D. Colafati and J. Slane (co-executive director; assistant chief budget examiner, New York State Division of the Budget), interview with 
The Pew Charitable Trusts, May 22, 2023.

https://www.budget.ny.gov/pubs/archive/fy24/en/fy24en-fp.pdf
https://www.budget.ny.gov/pubs/archive/fy24/en/fy24en-fp.pdf
https://www.budget.ny.gov/pubs/archive/fy22/en/fy22en-fp-myu.pdf
https://www.budget.ny.gov/pubs/archive/fy22/en/fy22en-fp-myu.pdf
https://www.budget.ny.gov/pubs/financial-plans/index.html
https://www.budget.ny.gov/pubs/financial-plans/index.html


57

in current services spending during a ‘typical’ recession.”j The DOB does not usually publish the results of these 
stress tests; the 2021 summary was an exception.k 

Policy impact
The “Financial Plan” plays a key role in the development of New York’s budget, allowing the DOB and 
lawmakers to consider the state’s long-term situation when making fiscal decisions.l The budget gap 
projections are particularly influential, garnering substantial media attention and shaping the public 
conversation about the budget.m 

Next steps
The DOB should begin publishing stress tests regularly to allow policymakers and the public to track whether 
New York’s recession preparedness is improving.

Additionally, the “Financial Plan” could identify and analyze policy options for closing future gaps, providing a 
starting point for legislators and the governor to enact solutions.

j New York State Division of the Budget, “FY 2022 Mid-Year Update,” 9-10.

k Colafati and Slane, interview.

l Ibid.

m See for example, J. Spector and H. Bah, “New York’s Next Big Budget Problem,” Politico, June 16, 2023, https://www.politico.com/
newsletters/new-york-playbook/2023/06/16/new-york-fiscal-budget-deficit-gaps-problem-00102362.

https://www.politico.com/newsletters/new-york-playbook/2023/06/16/new-york-fiscal-budget-deficit-gaps-problem-00102362
https://www.politico.com/newsletters/new-york-playbook/2023/06/16/new-york-fiscal-budget-deficit-gaps-problem-00102362


58

North Carolina

Long-term budget assessment:  Budget stress test:  

Report: “Evaluation of the Savings Reserve Target Balance”a

Office: Office of State Budget and Management and the Fiscal 
Research Division of the General Assembly

Analyses
Under a 2017 law, fiscal analysts in the legislative and executive branches work together to produce an annual 
budget stress test, which studies how much tax collections have varied from year to year in order to estimate the 
likelihood of revenue declines of various magnitudes.b Based on these estimates, by law the analysts recommend 
the balance needed in the rainy day fund to offset potential revenue declines.c

The Office of State Budget and Management (OSBM) typically includes five years of revenue and spending 
projections in the governor’s biennial budget proposal but does not explain the factors driving the numbers 
or why the state is expected to face future surpluses or deficits.d (These projections were not included in the 
governor’s budget proposal released in March 2023.e) 

Policy impact
Although other states use stress tests to set targets for rainy day funds, North Carolina goes a step further: The 
state has designed rules to deposit money in its fund to help reach the target. By law, 15% of general fund revenue 
growth is directed each year to the rainy day fund until it achieves the target identified in the stress test.f

This approach has helped the state save more and use the savings effectively to address temporary challenges. 
Lawmakers used hundreds of millions of dollars from the fund to help the state recover from Hurricane Florence, 
which hit North Carolina in 2018.g Even after those withdrawals, because of the deposit rules, the rainy day fund 
reached a new record level by the end of fiscal 2022.h

Next steps
The OSBM could add a long-term budget assessment to the governor’s budget proposal, using the five-year 

a K. Walker, budget director, state of North Carolina, memorandum to chairs of the House and Senate Appropriations and Finance 
committees, Jan. 26, 2023, https://www.osbm.nc.gov/ncga-report-savingsreservetargeteval-jan23/download?attachment.

b North Carolina Gen. Stat. § 143C-4-2, https://www.ncleg.net/EnactedLegislation/Statutes/HTML/BySection/Chapter_143C/
GS_143C-4-2.html; Walker, memorandum, Jan. 26, 2023.

c North Carolina Gen. Stat. § 143C-4-2.

d North Carolina Office of State Budget and Management, “Governor Roy Cooper’s Recommended Budget 2021-23” (2021), 23-24, https://
www.osbm.nc.gov/budgetbook2021-2023/download?attachment.

e North Carolina Office of State Budget and Management, “Governor Roy Cooper’s Recommended Budget 2023-25” (2023), https://www.
osbm.nc.gov/governors-budget-rec-fy2023-25/download?attachment.

f North Carolina Gen. Stat. § 143C-4-2.

g C. Jarvis, “NC Leaders Announce How Much They’ll Spend on Hurricane Florence Recovery,” The News & Observer, Oct. 13, 2018, https://
www.newsobserver.com/news/politics-government/article220000650.html.

h The Pew Charitable Trusts, “Fiscal 50: State Trends and Analysis, Reserves and Balances,” updated March 16, 2023, https://www.
pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5.

https://www.osbm.nc.gov/ncga-report-savingsreservetargeteval-jan23/download?attachment
https://www.ncleg.net/EnactedLegislation/Statutes/HTML/BySection/Chapter_143C/GS_143C-4-2.html
https://www.ncleg.net/EnactedLegislation/Statutes/HTML/BySection/Chapter_143C/GS_143C-4-2.html
https://www.osbm.nc.gov/budgetbook2021-2023/download?attachment
https://www.osbm.nc.gov/budgetbook2021-2023/download?attachment
https://www.osbm.nc.gov/governors-budget-rec-fy2023-25/download?attachment
https://www.osbm.nc.gov/governors-budget-rec-fy2023-25/download?attachment
https://www.newsobserver.com/news/politics-government/article220000650.html
https://www.newsobserver.com/news/politics-government/article220000650.html
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
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revenue and spending projections as a starting point. The office already analyzes long-term demographic and 
economic trends, which should give budget analysts a head start on explaining how these factors are likely to 
affect revenue and spending.i Alternatively, policymakers could devise an approach in which legislative and 
executive staffers collaborate on a long-term budget assessment—mirroring the process the state uses for 
revenue estimates and the stress test.

The stress test focuses only on potential revenue losses and does not examine the increased spending demands 
that tend to accompany recessions. By analyzing spending, the state could produce more complete estimates of 
the size of reserves needed to prepare for stress scenarios.

i North Carolina Office of State Budget and Management, “Recommended Budget 2021-23,” 25-30, 41-46.
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Pennsylvania

Long-term budget assessment:  Budget stress test:  

Report: “Pennsylvania Economic & Budget Outlook”a

Office: Independent Fiscal Office

Analyses
Each year, the Independent Fiscal Office (IFO) produces one of the most detailed long-term budget assessments 
of any state. The IFO “Economic & Budget Outlook” report is divided into five detailed sections.b 

The first two sections discuss Pennsylvania’s economic and demographic outlooks, showing, for example, that 
the state’s working-age population is shrinking as a share of the overall population.c They also offer context for 
the next two, which discuss the outlook for revenue and spending—both overall and at a more granular level, 
by revenue source and department.d The IFO’s primary spending projections use a “current services baseline,” 
accounting for factors such as inflation and demographic changes that help shape future demand for state 
services.e The report concludes with the state’s overall fiscal outlook, a comparison of revenue and spending 
projections for the current budget year and five additional years. The edition published in November 2022 
showed annual deficits plateauing around $3 billion in the final three years of the forecast.f

The IFO’s 2018 report examined how recession scenarios would reduce revenue, but more recent editions have 
not included this component.g Early in the COVID-19 pandemic, the IFO also analyzed how the duration of 
business closures would reduce revenue.h Neither of these analyses was a full budget stress test; they did not 
assess whether the state was prepared for the potential losses.

Separately, the governor’s budget proposal includes five-year projections of revenue and spending that 
incorporate the effects of policies the governor is proposing.i

a Pennsylvania Independent Fiscal Office, “Pennsylvania Economic & Budget Outlook: Fiscal Years 2022-23 to 2027-28” (2022), http://
www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2022.pdf.

b Ibid.

c Ibid., 5-15.

d Ibid., 17-39.

e Ibid., 29-30.

f Ibid., 41-42.

g Pennsylvania Independent Fiscal Office, “Economic and Budget Outlook: Fiscal Years 2018-19 to 2023-24” (2018), 22-24, http://www.ifo.
state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2018.pdf.

h Pennsylvania Independent Fiscal Office, “Projected Revenue Impact of COVID-19” (2020), http://www.ifo.state.pa.us/download.
cfm?file=Resources/Documents/Revenue-Update-2020-04.pdf.

i Pennsylvania Office of the Budget, “Governor Josh Shapiro Executive Budget 2023-2024” (2023), Section C, https://www.budget.pa.gov/
Publications%20and%20Reports/CommonwealthBudget/Documents/2023-24%20Budget%20Documents/Budget%20Book%20
2023-24%20Web%20Version.pdf.

http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2022.pdf
http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2022.pdf
http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2018.pdf
http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Five_Year_Outlook_2018.pdf
http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Revenue-Update-2020-04.pdf
http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Revenue-Update-2020-04.pdf
https://www.budget.pa.gov/Publications%20and%20Reports/CommonwealthBudget/Documents/2023-24%20Budget%20Documents/Budget%20Book%202023-24%20Web%20Version.pdf
https://www.budget.pa.gov/Publications%20and%20Reports/CommonwealthBudget/Documents/2023-24%20Budget%20Documents/Budget%20Book%202023-24%20Web%20Version.pdf
https://www.budget.pa.gov/Publications%20and%20Reports/CommonwealthBudget/Documents/2023-24%20Budget%20Documents/Budget%20Book%202023-24%20Web%20Version.pdf
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Policy impact
Released each November, the “Outlook” report helps kick off the General Assembly’s annual budget-writing 
process. The IFO’s projections of structural deficits have helped draw lawmakers’ attention to Pennsylvania’s 
long-term fiscal challenges.j

Next steps
Given the IFO’s experience analyzing the effects of stress scenarios on revenue, the office is a logical candidate to 
begin producing regular budget stress tests. Pennsylvania deposited billions of dollars in its rainy day fund in 2021 
and 2022, after the account had remained virtually empty for a decade.k A stress test could assess whether these 
savings are sufficient to prepare for plausible recession scenarios.

In the coming years, lawmakers will need to close the deficits identified in the “Outlook” report. The IFO could 
help those efforts by analyzing various policy options.

j M. Knittel and B. Warburton (director; deputy director, Pennsylvania Independent Fiscal Office), interview with The Pew Charitable Trusts, 
Jan. 23, 2023.

k The Pew Charitable Trusts, “Fiscal 50: State Trends and Analysis, Reserves and Balances,” updated March 16, 2023, https://www.
pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5.

https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
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Rhode Island

Long-term budget assessment:  Budget stress test:  

Report: “Five-Year Financial Projection,” in “Fiscal Year 2024 
Budget Proposal”a 

Office: Office of Management and Budget

Analyses
Each year by law, the governor’s budget proposal includes five-year projections of general fund revenue and 
spending.b This long-term budget assessment, the “Five-Year Financial Projection,” also compares the revenue 
and spending figures to forecast future surpluses or, more often given Rhode Island’s fiscal challenges, deficits.c

The written narrative that accompanies these numbers discusses how fast the state’s major general fund 
revenue sources and spending categories are expected to grow and why. The January 2023 edition of the “Five-
Year Financial Projection” noted that a planned federal ban on menthol cigarettes would likely negatively affect 
cigarette tax revenue and that future Medicaid enrollment was a source of “significant uncertainty.”d The analysis 
also includes a “risks” section focused mainly on describing economic threats such as a potential looming 
recession and high inflation.e

Once the state enacts a budget, the Rhode Island House of Representatives’ Fiscal Advisory Staff revises the 
multiyear surplus or deficit projections by accounting for the effects of legislation the state has adopted and 
using updated revenue and caseload forecasts.f

Policy impact
The “Five-Year Financial Projection” has often been an afterthought in the development of Rhode Island’s 
executive budget proposal. The Office of Management and Budget (OMB) developed the five-year plans after the 
rest of the budget proposal was drafted—too late to have an impact. But that changed for the fiscal year 2024 
budget, when the office produced preliminary versions of the projections at the outset of the budget development 
process. The governor then used the projections to help determine what policies the state could afford, notably 
proposing only a small sales tax cut to avoid exacerbating Rhode Island’s structural imbalance.g

a Rhode Island Office of Management and Budget, “Fiscal Year 2024 Budget Proposal,” Executive Summary, Appendix B, https://omb.
ri.gov/sites/g/files/xkgbur751/files/2023-01/Executive%20Summary_0.pdf.

b Rhode Island Gen. Laws § 35-3-1, http://webserver.rilegislature.gov/Statutes/TITLE35/35-3/35-3-1.htm.

c Rhode Island Office of Management and Budget, “Fiscal Year 2024 Budget Proposal,” Executive Summary, Appendix B.

d Ibid., B-2, B-6.

e Ibid., B-9-B-10.

f Rhode Island House of Representatives Fiscal Advisory Staff, “FY 2022 Budget Enacted Section II: Statewide Overview” (2021), 42-43, 
https://www.rilegislature.gov/housefiscalreport/2020/FY%202022%20Budget%20Enacted%20Section%20II%20Statewide%20
Overview.pdf; S.R. Ferland (House fiscal adviser, Rhode Island House Fiscal Advisory Staff), interview with The Pew Charitable Trusts, Jan. 
20, 2023.

g J. Codega and R. Gardiner (budget officer; chief of operations, Rhode Island Office of Management and Budget), interview with The Pew 
Charitable Trusts, Jan. 26, 2023.

https://omb.ri.gov/sites/g/files/xkgbur751/files/2023-01/Executive%20Summary_0.pdf
https://omb.ri.gov/sites/g/files/xkgbur751/files/2023-01/Executive%20Summary_0.pdf
http://webserver.rilegislature.gov/Statutes/TITLE35/35-3/35-3-1.htm
https://www.rilegislature.gov/housefiscalreport/2020/FY%202022%20Budget%20Enacted%20Section%20II%20Statewide%20Overview.pdf
https://www.rilegislature.gov/housefiscalreport/2020/FY%202022%20Budget%20Enacted%20Section%20II%20Statewide%20Overview.pdf
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Next steps
Rhode Island could enhance the “Five-Year Financial Projection” to help develop a plan for eliminating future 
deficits by including policy options for achieving or maintaining structural balance.

The state could also begin producing budget stress tests. Candidates to perform this analysis include the OMB, 
the Office of Revenue Analysis, and Rhode Island’s Revenue Estimating Conference; the conference already 
considers pessimistic scenarios internally from time to time.h 

h J. Codega (budget officer, Rhode Island Office of Management and Budget), interview with The Pew Charitable Trusts, Jan. 26, 2023.
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Tennessee

Long-term budget assessment:  Budget stress test:  

Report: Primary report not publicly available, but results 
summarized in “Recession Readiness in Tennessee,” in “An 
Economic Report to the Governor of the State of Tennessee, 2019”a

Office: Boyd Center for Business and Economic Research in 
the Haslam College of Business at the University of Tennessee, 
Knoxville

Analyses
When Tennessee elected a new governor in 2018, the executive branch commissioned the University of 
Tennessee’s Boyd Center for Business and Economic Research to summarize the state’s tax policies and revenue 
outlook.b The resulting report included an innovative budget stress test that employed a particularly notable 
treatment of spending.

Like many stress tests, the report examined multiple stress scenarios—examining how far revenue would fall 
if Tennessee experienced another recession on par with the 2001 dot-com bust or the more severe 2007-09 
Great Recession.c But the Boyd Center analysis also included multiple spending scenarios, presenting shortfall 
projections based on various possible rates of expenditure increases.d This enabled the report to draw nuanced 
conclusions, including that “current reserves are sufficient to weather a modest 2001-style downturn” if the state 
limited spending growth below recent levels; but a severe downturn “would create large and growing deficits 
sufficient to exhaust current reserves quickly and require elimination of all non-recurrent expenditures and no 
recurrent expenditure growth for multiple years.”e

Tennessee has not produced a stress test since 2018 and does not publish long-term revenue and spending projections.f

Policy impact
The intention of the 2018 report was to inform the decisions of a new gubernatorial administration.g Because 
much has changed since 2018—Tennessee’s reserves are much larger, for example, and the state has enacted 
substantial tax cuts—the analysis would need to be updated to continue to be of use to policymakers.h

a Boyd Center for Business and Economic Research, “An Economic Report to the Governor of the State of Tennessee, January 2019” (2019), 
31, https://haslam.utk.edu/wp-content/uploads/2019/06/20190101.pdf.

b D. Bruce (director, Boyd Center for Business and Economic Research), interview with The Pew Charitable Trusts, March 29, 2023.

c Boyd Center for Business and Economic Research, “An Economic Report to the Governor, 2019,” 31.

d Bruce, interview.

e Boyd Center for Business and Economic Research, “An Economic Report to the Governor, 2019,” 31.

f Bruce, interview; The Volcker Alliance, “Tennessee Budget Report Card” (2021), https://www.volckeralliance.org/sites/default/files/
Volcker%20Alliance-StateBudgetingReport-Tearsheet-Tennesse-FY17-19_0.pdf. 

g Bruce, interview.

h The Pew Charitable Trusts, “Fiscal 50: State Trends and Analysis, Reserves and Balances,” updated March 16, 2023, https://www.
pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5; Tennessee Office of the Governor, “Gov. Lee Signs 
Single Largest Tax Cut in Tennessee History Into Law,” news release, May 11, 2023, https://www.tn.gov/governor/news/2023/5/11/gov--
lee-signs-single-largest-tax-cut-in-tennessee-history-into-law.html.

https://haslam.utk.edu/wp-content/uploads/2019/06/20190101.pdf
https://www.volckeralliance.org/sites/default/files/Volcker%20Alliance-StateBudgetingReport-Tearsheet-Tennesse-FY17-19_0.pdf
https://www.volckeralliance.org/sites/default/files/Volcker%20Alliance-StateBudgetingReport-Tearsheet-Tennesse-FY17-19_0.pdf
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
https://www.pewtrusts.org/en/research-and-analysis/data-visualizations/2014/fiscal-50#ind5
https://www.tn.gov/governor/news/2023/5/11/gov--lee-signs-single-largest-tax-cut-in-tennessee-history-into-law.html
https://www.tn.gov/governor/news/2023/5/11/gov--lee-signs-single-largest-tax-cut-in-tennessee-history-into-law.html
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Next steps
Having already produced one high-quality stress test, the Boyd Center may be a good option to conduct these 
analyses on an ongoing basis. Tennessee already commissions the center to produce an annual economic report 
to the governor, which includes analysis of recession risk and discussion of various economic scenarios.i A stress 
test would be a natural addition to this analysis.

Tennessee could also task an organization with producing long-term budget assessments. Potential candidates 
include a legislative staff office, such as the Joint Fiscal Review Committee; an executive branch agency such as 
the Department of Finance & Administration; the State Funding Board, a group composed of various executive 
branch officials that helps estimate revenue; and outside experts such as the Boyd Center researchers.

i Boyd Center for Business and Economic Research, “An Economic Report to the Governor of the State of Tennessee, January 2023” 
(2023), iii, 15-18, https://haslam.utk.edu/wp-content/uploads/2022/12/ERG23.pdf.

https://haslam.utk.edu/wp-content/uploads/2022/12/ERG23.pdf
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Utah

Long-term budget assessment:  Budget stress test:  

Report: “Five-Year Long-Term Budget Analysis”a Report: “Budget Stress Testing 2022”b

Office: Office of the Legislative Fiscal Analyst Office: Office of the Legislative Fiscal Analyst and the Governor’s 
Office of Planning and Budget

Analyses
Utah was an early leader in budget stress testing, producing its first in 2015.c A 2018 law codified this practice by 
requiring the Office of the Legislative Fiscal Analyst (LFA) to conduct a budget stress test every three years.d

Utah’s stress tests are notable for their thoroughness and rigor. The 2022 analysis examined three stress 
scenarios, estimated the effects on revenue and spending, projected those effects through fiscal year 2027, and 
compared the effects to a wide range of budget balancing tools.e

The same law that mandated the stress tests also required the LFA to produce “long-term budgets” every three 
years.f So far, the LFA has produced two analyses under this requirement, which included five years of revenue 
and spending projections, but offered only brief discussions of the factors driving the results.g The most recent 
long-term budget, published in 2021, was especially scant in this regard.h

Policy impact
Utah’s budget stress tests have helped the state develop a “fiscal sustainability toolkit” with options to close 
budget shortfalls caused by recessions, including various revenue increases, spending cuts, and reserves.i When 
the COVID-19 pandemic briefly ravaged revenue collections in 2020, this playbook helped Utah officials respond 
quickly and minimize budget balancing actions that would harm residents. For example, the state authorized 
borrowing to pay for infrastructure projects such as a new state prison, freeing up dollars to shore up other parts 
of the budget, and allowed agencies to use money left over from the previous fiscal year.j

a Utah Office of the Legislative Fiscal Analyst, “Five-Year Long-Term Budget Analysis” (2019), https://le.utah.gov/interim/2019/
pdf/00002706.pdf.

b Utah Office of the Legislative Fiscal Analyst and Governor’s Office of Planning and Budget, “Budget Stress Testing 2022” (2022), https://
le.utah.gov/interim/2022/pdf/00004778.pdf.

c J. Tennert et al., “State Budget Stress Testing: How Utah Budget-Makers Are Shifting the Focus From a Balanced Budget to Fiscal 
Sustainability” (Kem C. Gardner Policy Institute, 2019), 3, https://gardner.utah.edu/wp-content/uploads/PEW-State-Budget-Stress-
Testing.pdf.

d Utah Code Ann. § 36-12-13, https://le.utah.gov/xcode/Title36/Chapter12/36-12-S13.html?v=C36-12-S13_2023050320230503.

e Utah Office of the Legislative Fiscal Analyst and Governor’s Office of Planning and Budget, “Budget Stress Testing 2022.”

f Utah Code Ann. § 36-12-13.

g Utah Office of the Legislative Fiscal Analyst, “Five-Year Long-Term Budget Analysis”; Utah Office of the Legislative Fiscal Analyst, “2021 
Long-Term Budget” (2021), https://le.utah.gov/interim/2021/pdf/00004244.pdf.

h Utah Office of the Legislative Fiscal Analyst, “2021 Long-Term Budget.”

i Tennert et al., “State Budget Stress Testing,” 14-15.

j The Pew Charitable Trusts, “How States Can Manage Midyear Budget Gaps” (2022), https://www.pewtrusts.org/-/media/
assets/2022/03/midyearbudgetgaps_updated.pdf; D. Evans (senior managing director, budget and operations, Utah Governor’s Office of 
Planning and Budget), interview with The Pew Charitable Trusts, Jan. 23, 2023. 

https://le.utah.gov/interim/2019/pdf/00002706.pdf
https://le.utah.gov/interim/2019/pdf/00002706.pdf
https://le.utah.gov/interim/2022/pdf/00004778.pdf
https://le.utah.gov/interim/2022/pdf/00004778.pdf
https://gardner.utah.edu/wp-content/uploads/PEW-State-Budget-Stress-Testing.pdf
https://gardner.utah.edu/wp-content/uploads/PEW-State-Budget-Stress-Testing.pdf
https://le.utah.gov/xcode/Title36/Chapter12/36-12-S13.html?v=C36-12-S13_2023050320230503
https://le.utah.gov/interim/2021/pdf/00004244.pdf
https://www.pewtrusts.org/-/media/assets/2022/03/midyearbudgetgaps_updated.pdf
https://www.pewtrusts.org/-/media/assets/2022/03/midyearbudgetgaps_updated.pdf
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Next steps
To be more relevant to policymaking, Utah’s next long-term budget (scheduled for 2024) could identify and 
analyze specific threats to long-term balance, such as particular revenue sources which are likely to stagnate or 
spending categories that analysts expect to experience rapid growth. The report could also discuss crosscutting 
factors such as economic and demographic trends and how they would affect revenue and spending.

For the stress test, analysts could explore whether different revenue and spending baseline expectations would 
change the results. Currently, the stress test assumes that, absent a stress scenario, revenue and spending will 
remain flat—an atypical approach that does not reflect real-world conditions.k

k Utah Office of the Legislative Fiscal Analyst and Governor’s Office of Planning and Budget, “Budget Stress Testing 2022,” 2-3.
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West Virginia

Long-term budget assessment:  Budget stress test:  

Report: “Six Year Financial Plan” and “Long-Range Issues,” in 
“Executive Budget: Volume I, Budget Report, Fiscal Year 2021”a

Office: State Budget Office

Analyses
Through fiscal year 2021, each edition of the governor’s annual budget proposal included a “Six Year Financial 
Plan,” with revenue and spending projections for the remainder of the current year and five additional years.b By 
comparing expected revenue to ongoing spending, the six-year plan projected whether the state would have a 
surplus or shortfall each year. The fiscal 2021 edition, published in January 2020, showed annual deficits greater 
than $150 million from fiscal 2022 to fiscal 2025, the final year of the forecast.c

In the executive budget proposal, the “Long-Range Issues” section followed the six-year plan and described West 
Virginia’s fiscal risks, while also mixing in discussion of various economic, demographic, and service-delivery 
challenges.d For example, a subsection on health care listed fiscal risks to the state Medicaid program such as 
“unfunded mandates” from the federal government and judiciary, “inflationary health care costs,” and “pandemic 
flu.”e It also discussed West Virginia’s wellness statistics, including rates of poor physical and mental health well 
above the national average.f

The three editions of the governor’s budget report released since fiscal 2021 have not included the six-year plan 
but have featured the “Long-Range Issues” section.g 

Policy impact
Legislators, journalists, and researchers have mourned the loss of the six-year plan, which they considered a valuable 
tool for assessing long-term fiscal health.h When lawmakers considered major tax cuts in 2023, legislators noted 
that the lack of long-term projections made it harder to judge whether the cuts would be affordable in the future.i

a West Virginia State Budget Office, “Executive Budget: Volume I, Budget Report, Fiscal Year 2021” (2020), 33-44, https://budget.wv.gov/
executivebudget/Documents/FY%202021%20Volume%20I%20Budget%20Report.pdf.

b Ibid., 34-35.

c Ibid., 35.

d Ibid., 37-44.

e Ibid., 41.

f Ibid., 40.

g P. Kabler, “Governor’s Budget Report Missing Key Element: No Six-Year Budget Forecast,” Charleston Gazette-Mail, Feb. 16, 2021, https://
www.wvgazettemail.com/news/governors-budget-report-missing-key-element-no-six-year-budget-forecast/article_275a331a-de0f-
52d4-a758-c69fc6e323ce.html; West Virginia Executive Budget Office, “Executive Budget: Budget Report Fiscal Year 2024” (2023), 
https://budget.wv.gov/executivebudget/Documents/FY%202024%20Volume%20I%20Budget%20Report.pdf.

h S.A. Adams, “‘Ask Again Later’: Future Uncertain in West Virginia Senate for Personal Income Tax Bill,” Parkersburg News and Sentinel, 
Jan. 21, 2023, https://www.newsandsentinel.com/news/business/2023/01/ask-again-later-future-uncertain-in-west-virginia-senate-
for-personal-income-tax-bill; Kabler, “Governor’s Budget Report Missing Key Element”; S. O’Leary, “How Tax Cuts for the Rich Trumped 
Public Investments: The West Virginia Fiscal Year 2024 Budget” (West Virginia Center on Budget and Policy, 2023), 1, 8-9, https://
wvpolicy.org/wp-content/uploads/2023/04/FY-2024-Budget-Report.pdf.

i Adams, “‘Ask Again Later.’”

https://budget.wv.gov/executivebudget/Documents/FY%202021%20Volume%20I%20Budget%20Report.pdf
https://budget.wv.gov/executivebudget/Documents/FY%202021%20Volume%20I%20Budget%20Report.pdf
https://www.wvgazettemail.com/news/governors-budget-report-missing-key-element-no-six-year-budget-forecast/article_275a331a-de0f-52d4-a758-c69fc6e323ce.html
https://www.wvgazettemail.com/news/governors-budget-report-missing-key-element-no-six-year-budget-forecast/article_275a331a-de0f-52d4-a758-c69fc6e323ce.html
https://www.wvgazettemail.com/news/governors-budget-report-missing-key-element-no-six-year-budget-forecast/article_275a331a-de0f-52d4-a758-c69fc6e323ce.html
https://budget.wv.gov/executivebudget/Documents/FY%202024%20Volume%20I%20Budget%20Report.pdf
https://www.newsandsentinel.com/news/business/2023/01/ask-again-later-future-uncertain-in-west-virginia-senate-for-personal-income-tax-bill
https://www.newsandsentinel.com/news/business/2023/01/ask-again-later-future-uncertain-in-west-virginia-senate-for-personal-income-tax-bill
https://wvpolicy.org/wp-content/uploads/2023/04/FY-2024-Budget-Report.pdf
https://wvpolicy.org/wp-content/uploads/2023/04/FY-2024-Budget-Report.pdf
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Next steps
West Virginia could restart the six-year plan using ranges for revenue and spending to show the spectrum of 
plausible outcomes, reducing the need for specific estimates. This approach would also be a first step for the 
state to begin conducting budget stress tests: The pessimistic portions of the ranges could show how the state 
would fare in a recession.

West Virginia could also consider identifying a new agency, such as a legislative office, to produce the long-term 
assessments if the State Budget Office does not want this role.
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Appendix B: Methodology
This research involved four steps, which are described below:

 • Defining long-term budget assessments and budget stress tests.

 • Gathering state analyses.

 • Identifying leading practices.

 • Verifying state performance.

Defining long-term budget assessments and budget stress tests
The first step in this research was to identify the essential elements of analyses designed to measure long-term 
budget sustainability. “Budget stress test” is an increasingly common term of art in state government, but few, if 
any, authoritative sources have sought to identify a minimum definition of a budget stress test.

“Long-term budget assessment” is a term that Pew developed during this research to describe analyses with 
various names depending on the state. Pew’s efforts to develop a definition of long-term budget assessment 
benefited from previous research on long-term budget projections and long-term financial planning. The 
Government Finance Officers Association, for instance, offers a thoughtful set of recommendations for the 
components of a “long-term financial plan.”123 Pew’s definition of “long-term budget assessment” builds on this 
research by describing the elements of fiscal analysis that are necessary to achieve one key purpose: to analyze 
whether a state faces a long-term imbalance and why or why not.

To develop definitions of both analytical tools, Pew conducted interviews with experts outside of state 
government who have either produced or studied these types of analyses. Interviewees included academics 
and experts from credit rating agencies, federal agencies, and research organizations. In the interviews, several 
experts emphasized that in long-term fiscal analysis, numbers on their own are not enough. To improve long-
term sustainability, policymakers need to understand the policy implications of the numbers. If a state faces a 
structural budget deficit, for example, state leaders need to understand the causes of the deficit and what can be 
done about it. This viewpoint shaped Pew’s definitions—leading to the conclusion that a budget stress test must 
say whether the state is prepared for the stress scenarios and that a “long-term projection” or “long-term budget” 
is of far more value if it includes an “assessment” component. Because of this standard, 15 states and D.C. that 
produce long-term projections did not meet the definition of a long-term budget assessment: Georgia, Hawaii, 
Iowa, Kansas, Louisiana, Minnesota, Nebraska, North Carolina, Oklahoma, South Carolina, South Dakota, Texas, 
Washington, Wisconsin, and Wyoming. 

Gathering state analyses
Pew researchers started by casting a wide net for analyses that could potentially meet the definitions of long-
term budget assessments or budget stress tests, including any analysis with long-term revenue or spending 
projections or that projected revenue collections under multiple scenarios. This effort benefited from previous 
research, including The Volcker Alliance’s “Truth and Integrity in State Budgeting” reports and the National 
Association of State Budget Officers’ “Budget Processes in the States” report, which included lists of which states 
produce long-term revenue and spending projections.124 

For analyses that are published regularly, the researchers sought to identify the most recent edition of the 
analysis and generally did not review earlier versions unless there was reason to believe an earlier version 
included components that more recent versions lacked. Later in the research, interviews with state officials 
helped Pew’s researchers understand how some states’ approaches had changed over time and identify instances 
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when earlier analyses might merit closer examination.

Pew used a mix of search engine and manual searches (i.e., a researcher clicking through pages on a website) to 
comb state websites for relevant analyses. The search engine searches used the following set of terms: “stress 
test” OR “volatility” OR “scenario” OR “forecast” OR “projection” OR “long-term budget” OR “structural balance” 
OR “structurally balanced” OR “structural deficit” OR “long-term revenue” OR “long-term spending” OR “multi-
year budget” OR “long-term fiscal” OR “fiscal sustainability” OR “fiscal resilience.”

Using one or both of these methods, researchers searched the websites of executive budget offices, legislative 
fiscal offices, revenue departments, revenue forecasting organizations (such as consensus forecasting groups), 
auditors, comptrollers, treasurers, state legislatures (including separate House and Senate homepages if they 
had different web domains than the legislature’s homepage), and legislative fiscal committees (including House 
and Senate “revenue,” “tax,” ”ways and means,” ”budget,” and “appropriations” committees). Researchers also 
manually reviewed executive budget proposals and revenue forecasts in every state because these documents 
often include long-term fiscal analysis.

Pew conducted its web searches for analyses primarily in the summer and fall of 2022. These steps yielded more 
than 200 documents and analyses that merited further review. Then, each analysis was reviewed independently 
by at least two Pew researchers (and often more) to determine whether it met the definitions of long-term 
budget assessment or budget stress test. To reflect current practices, Pew researchers considered only analyses 
published on or after Jan. 1, 2018.

In interviews and email exchanges, state officials often mentioned unpublished analyses that they said fully or 
partially met the definitions. Although this report discusses some of those unpublished analyses, Pew did not 
seek to comprehensively inventory them. Interviews with state officials showed that unpublished analyses are 
generally less valuable for holistically informing policy decisions because they are rarely shared across branches 
of government. Furthermore, Pew had no way to verify whether unpublished analyses meet the definitions. 
However, to try to include as many analyses as possible, Pew set a standard that states needed to “publish the 
results” (not the entire analysis). For example, North Carolina publishes only a one-page summary of its stress 
test findings, but the summary is sufficient to show that the state is meeting the definition.125 States publish 
results in a variety of ways: as stand-alone reports; as sections of other reports, such as executive budget 
proposals; and in more informal documents such as presentation slides.

Identifying leading practices
This report presents six leading practices each for long-term budget assessments and budget stress tests. These 
practices are not intended to provide a comprehensive guide for how to produce high-quality, long-term budget 
assessments and budget stress tests. Instead, they reflect key ideas that emerged from Pew’s research.

Pew’s interviews with experts and the review of the research literature served as the starting point for identifying 
leading practices. Then, to decide which practices should make the final lists and how they should be phrased 
or framed, the researchers drew insights from reading states’ long-term budget assessments and budget stress 
tests. Specifically, researchers:

 • Reviewed how the analyses explained and justified their methodological decisions to judge whether they 
made a persuasive case for following certain practices.

 • Compared analyses to one another, noting differences in thoroughness and rigor.

 • Considered the findings and recommendations, looking for connections between the authors’ analytical 
approach and their ability to draw clear, well-supported policy conclusions.
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Verifying state performance
Researchers contacted state officials to confirm that Pew had gathered all long-term budget assessments, 
long-term projections, and budget stress tests and to learn more about the purpose of the analyses, each state’s 
analytic approach, and how policymakers use the findings. In each state, Pew contacted at least one official 
each from the executive and legislative branches. Typical contacts were officials in the legislative fiscal office 
or executive budget office with authority over forecasting. For a few states in which neither the legislative nor 
the executive branch official responded, Pew contacted state-based research organizations. Pew used a mix of 
research interviews and email exchanges to verify information.

Pew began contacting state officials in January 2023. As a result, although Pew did not set a specific end date for 
analyses to be included in this report, the research may not reflect all state analyses published in 2023. 
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