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Introduction 
  
When state lawmakers return to their capitals in 2010, one issue will take precedence over all 
others: a budget crisis stemming from the longest and most severe recession we've experienced 
in this country since the Great Depression. 
  
Over the past year, governors and legislatures in over half the states imposed furloughs or wage 
cuts on state employees, and at least 15 states have laid employees off, putting members out of 
work during arguably the worst job market most of us have seen in our lifetimes, and at a time 
when the need for public services is greater than ever. We need to say "enough cuts" and 
advocate for better solutions to protect our members' jobs, pay and benefits and the public 
services they provide. 
 
The American Recovery and Reinvestment Act (ARRA) helped reduce the worst cuts last year. 
We are working mightily to get additional fiscal relief to state and local governments, because 
we need all levels of government to help stimulate the economic recovery, not dampen it. State 
and local governments have to balance their budgets and, without additional relief, the budget 
cuts and regressive taxes they would need to enact could be devastating. 
 
Even after the economy begins growing again, it will still take a year or more for state budgets to 
show signs of improvement. If we cannot secure more federal fiscal relief, the ARRA 
money will start to diminish this year and will be exhausted long before the crisis is over. But 
even if we are successful, states will still need to take action of their own. 
 
The 2010 AFSCME State Legislative Agenda, Solutions for a Fiscal Crisis, meets this challenge 
by offering ideas for how to cut the real waste in government, including service contracts, top-
heavy management ranks, and wasteful tax expenditures. Our agenda also promotes fair tax 
increases as a necessary part of the solution to these massive budget deficits. 
 
Cut Spending on Service Contracts 
  
Spending on privatized services continues to increase, even as basic public services are cut back. 
In many states, as every cent of spending is allegedly scrutinized, decision-makers don’t even 
know what they are spending on outsourced services. States are missing out on a major source of 
savings by overlooking service contracts. To reduce contractual services spending, states can: 
 

 Require agencies to cut contract spending by a minimum percentage; 
 Renegotiate contract terms with vendors, especially automatic escalators; 
 Prohibit automatically renewing expiring contracts without rebidding; 
 Freeze pending contracts; and 
 Bring privatized work back in-house for savings. 



  

 
 
Examples of these strategies: 
 

 California Gov. Arnold Schwarzenegger signed an executive order to freeze pending 
contracts, require agencies to cut contract spending, and stop contract amendments.  

 Delaware Gov. Jack Markell included a 10 percent reduction in spending on contracts 
and consultants in his budget.  

 Ohio Gov. Ted Strickland ordered agencies to develop plans for a 30 percent reduction 
in contract spending, rebid all expiring contracts, in-source any service that can be 
provided more cost-effectively by state employees , and temporarily freeze additional 
contract purchases. The governor also encouraged agencies to renegotiate terms with 
vendors to reduce costs by 15 percent.  

 Pennsylvania Gov. Ed Rendell's budget brings some privatized work back in-house for 
$1.7 million in savings.  

 
States can also enact common-sense reforms like reporting agency spending on service contracts 
in every budget, just as they do for employee salaries and headcounts, so that lawmakers and the 
public can see what the state is actually spending and can make informed decisions on where to 
make cuts. 
 
Cut Back on Top-Heavy Management 
 
States and local governments that have studied their management ratios have been surprised to 
find how top-heavy their workforce is. In many cases, it appears no one has consciously decided 
to increase the proportion of managers - it has just grown over time. While there is no ideal span 
of control when functions and working conditions vary so widely across government, states 
would be well-advised to examine their management ratios to determine if they are reasonable. 
States can save money while protecting front-line services by focusing reductions on layers of 
management. 
 

 Iowa passed a minimum span-of-control requirement of 14 staff for each supervisor last 
year, and is considering a measure to increase departments’ target management ratios to 
20 staff for each supervisory employee by 2017. 

 Texas has required a minimum management ratio of 11 to 1 since 2003. 
Washington State lawmakers have ordered a study of management staffing and pay in 
response to AFSCME demands. The state’s first report and FAQs were released in 
December. 

 Other span of control studies from Seattle, Kansas City and Maine serve as examples to 
states that want to examine their organizational structure. 

 
Suspend or Eliminate Costly Tax Expenditures 
  
Tax expenditures are basically spending through the tax code. They may have been enacted for 
good reasons – to encourage purchases of particular goods or services or to generate jobs. But 
once enacted, their cost is rarely tallied and they are even more rarely examined to see if they are 
fulfilling their purpose or if, indeed, their purpose is still valid. It is frustrating to see states waste 
money on tax expenditures year after year without any accountability. In a fiscal crisis, it is not 
just frustrating; it’s unacceptable. When politicians say that “everything is on the table,” they can 
back up their words by cutting special-interest tax breaks. If a tax credit program doesn't work, 



  

or costs too much, or even if it is lower priority than the services getting cut in the budget, it is 
time to eliminate it or scale it back. 
 
States can generate immediate savings by suspending, capping or cutting tax expenditures. For 
example: 
 

 Iowa legislators capped the value of five economic development tax credit programs and 
a legislative Tax Credit Review Panel has called for sunsets and caps on all tax credits 
and elimination of eight tax credit programs -- including those for film projects.  The 
governor has called for a comprehensive review of 30 tax credit programs.  

 Connecticut Gov. Jodi Rell’s proposed budget suspended the state’s “sales tax free week” 
and the historic homes and structures credit.  

 New Mexico Gov. Bill Richardson called for a review of tax expenditures in the state's 
special session. 

 Oregon Gov. Ted Kulongoski called for a review of energy tax credits after a newspaper 
investigation found state officials intentionally low-balled cost estimates and companies 
had claimed credits fraudulently. 

  
States should also use this opportunity to enact long-term reforms that will keep tax expenditure 
costs from exploding again in the future. 
 

 A first step is to ensure that decision-makers have good information on tax expenditures 
by requiring a Tax Expenditure Report. A Citizens for Tax Justice report dealing with 
federal tax expenditures offers useful models for state reform as well. CTJ recommends 
evaluating the purpose and performance of tax breaks affecting all major taxes, and 
having a mechanism to force legislative action on recommendations.  

 Washington State's Citizen Commission for Performance Measurement of Tax 
Preferences is a citizen review board that directs nonpartisan, professional audits of all 
tax expenditures every 10 years. The commission looks at the tax expenditures’ policy 
goals, beneficiaries and effectiveness and makes recommendations to continue, terminate, 
or reexamine the measures, or allow them to expire.  

 Nevada and Oregon recently imposed sunset provisions on tax expenditures that forces 
lawmakers to vote to extend old measures.  

  
One particular tax credit is facing some deserved scrutiny. States are cracking down on dubious 
film production tax incentives that are costing states hundreds of millions of dollars. Iowa and 
Kansas have suspended their programs; Connecticut, Indiana and Pennsylvania scaled theirs 
back; Wisconsin effectively eliminated its credit program; and lawmakers in Massachusetts and 
Michigan have proposed reducing the size of their programs. In Iowa, state officials 
administering the film tax credit have lost their jobs and face criminal charges after granting 
credits for bogus claims. 
 
Make Revenue Part of the Budget Solution 
 
The scale of the fiscal crisis means cuts alone cannot solve budget deficits. And economists 
agree that cutting state jobs and services is a greater obstacle to economic recovery than raising 
taxes. Revenues have to be part of the solution, and in a growing number of states, they have 
been. For example, in 2009: 

�     11 states raised personal income taxes – 10 states on top incomes; 
�     12 states raised sales taxes by increasing rates or expanding the base; 
�     11 states raised business taxes; 



  

�     15 states raised tobacco or alcohol taxes; 
�     12 states raised motor vehicle fees; and 
�     15 states raised other taxes or fees. 

 
 
 
The ideal mix of taxes to target and revenue to generate will depend on the circumstances of 
each state. What is universal is the need for a balanced solution that recognizes that state 
employees and services have already taken big cuts and further reductions will cause the most 
harm - both to state residents and to the state's economic recovery. 
 
To promote these solutions and policies in your state, or for more information, contact AFSCME's 
Department of Research and Collective Bargaining Services at 202-429-1215 or research@afscme.org. 
 


