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Three Major Sources of Fiscal Pressure

 Direct COVID-19 costs
 Lower revenues
 Higher demand on Medicaid, other programs







Estimating Total Fiscal Pressure

Per point unemployment rises:

$41 billion in revenue loss 
+

~$4 billion from higher demand on 
Medicaid, other programs

=
$45 billion in total fiscal pressure





What Has Congress Done So Far?



Conclusion

States almost certain to face large budget shortfalls

 Cumulative totals in the hundreds of billions even in 
best case scenarios, outrunning enacted federal aid

 Quite possible shortfalls last into FY23

Magnitude/duration of shortfalls remains uncertain, 
with big implications for state & federal policy
 State: Be prepared for fiscal pressure to be larger, last 

longer than current “central case” suggests

 Federal: Tie state aid to economic conditions, so aid 
matches intensity/duration of economic distress
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