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This article is part of the continuing "Good News" series with analysis and projections of state budgets. In
particular, this article launches a new part of the series on all-state budget vertical analyses.
As part of our analysis of state budget data, Deltek previously published analyses and projections of the health
care, social services, justice, public safety, and homeland security verticals. We also published vertical
budget analyses on several larger states (California, New York, Texas, Florida, Pennsylvania, Ohio,
Massachusetts, Illinois, North Carolina, Michigan, and Virginia). However, we have yet to publish
overarching analyses and projections of verticals across all states. With this article, Deltek launches an all-state
budget vertical analysis series.
Previous analyses and projections (linked above) have demonstrated several key points about state budgets and
related business prospects. First, from FY 2009-2011, state budgets increased at an abnormal rate. Much of this
increase can be attributed to key factors including expired stimulus funding, increased health care costs (both
for state workers and Medicaid), increased retirement/pension costs for state workers, and increased
unemployment compensation. Second, FY 2012 is the first projected overall state budget loss since Deltek
began tracking in FY 1987. This loss is mostly due to expired stimulus funding and states’ revenues decreasing
as the result of the recession and slower economic growth. With decreased revenues, many states had to slash
budgets, including measures such as laying off state workers, increasing state employee contributions to health
care and retirement, freezing or reducing state worker pay, consolidating agencies, implementing efficiency
measures through IT, and cutting departments and programs deemed unnecessary in difficult economic times.
Third, and most promising for the business community, all indicators show the bloodletting should stop in FY
2013, with budgets flattening and then beginning on an upward trend. These same key points bear out in this
all-state vertical analysis (see table 1).
Table 1: All-State Budgets Vertical Comparison FY 2010-2013
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Note: The data in table 1 for FY 2013 is not complete (it only includes data for 21 out of 50 states, plus D.C.).
As a result, any direct comparisons and projections between FY 2013 and other states are limited. Subscribers
have access to more detailed analysis, including states with FY 2013 budget data, here.
Analyst’s Take:
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Analyst’s Take:
The community development vertical is the smallest budgetary expenditure for all states in each of the fiscal
years included. It also shows the largest losses in FY 2012 and 2013. While community development funding
can do wonders for future economic growth, it is clear that many states have reduced its importance in shorter
term economic planning.
Economic development funding took a big hit in FY 2011. This may have been the result of delayed stimulus
funding. It may have also been the result of increased funding to health care and education spending. However,
this is an interesting budgetary priority considering many states have struggling economies.
Health care is the largest percentage of state budgets for each year. This is not surprising, as states continue to
struggle with health care costs and look for ways to deliver services more efficiently through IT.
Public finance is the largest gainer in each year included. The vertical includes state financing, investments,
insurance payments, and retirement systems. States are facing increased insurance premiums and retirement
costs for employees, which is having an impact on this vertical. States are also looking to improve efficiency
through IT (e.g., enterprise finance systems), which is also accounting for some of the budgetary growth.
Homeland security and public finance are the only verticals showing gains in FY 2012. Homeland security
funding is relatively stable with slow growth rates supported by many associated federal programs.
Final Analysis
While FY 2012 is generally a down year for state budgets, states will still procure the goods and services they
need. The 3.18 percent loss from FY 2011-2012, while significant as a loss, is not going to have a deep and
lasting effect on state contractors. Quite the contrary, as contractors settle in to the reality of fewer contracts for
this fiscal year, opportunities, contracts, old projects, and new projects should all improve in 2013. So, while
some vendors may be considering withdrawing from the state market, many more will stay put. Vendors that
remain will be very well-positioned for the coming recovery.
For subscribers, this article contains additional analysis of the 21 states with actual FY 2013 data, compared
and contrasted to illustrate trends and projections, here.
Follow all of the GovWin State and Local Top Opportunities, Reports, and Podcasts, here.
Follow Chris Cotner on Twitter here.

