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Executive Summary

North Carolina Budget Report 2022-23

Real change in appropriations from FY2021-22 to FY2022-23 The state budget passed for the 2022-23 fiscal year fails
to adequately address the impacts of inflation. Even with
federal aid and a robust recovery driving higher than
expected revenues, the state budget fell short of meeting
the challenges created by inflation running at a 40-year-

$241M

Total Natural ~ Total Justice h|gh in several ways:
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«  Thereal investment in things like education and public
safety fell when factoring in rising prices.

Total Health And

Human Services -$31M

-$56M
«  Itdiverted over $4 billion into reserves without
appropriating them, leaving known needs unmet.

« It forced state employees and teachers to endure a real
pay cut by not keeping wages in line with inflation,
contributing to thousands leaving public service.

« Itrelied on a process with no real publicinput, no
room for improvement once the budget was unveiled,
and that never fully accounted for what it would take
to even maintain current levels of service.

-$456M

Source: Analysis of FY 2021-22 and FY 2022-23 enacted budgets.

Inflation-adjusted change in pay from FY 2021-22 to FY 2022-23
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Source: Budget & Tax Center analysis
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NC lawmakers sideline more than $4 billion in 2022-23 budget

Inflation isn't just a pocketbook problem, it’s a budget problem as well. Governments’buying power is impacted just like consumers by rising
prices and, factoring in those increased costs, the level of real investment in most major budgetary areas actually went down.

The choice to let real investment fall is all the more baffling given the amount of money that budget writers had at their disposal. Federal
stimulus, which fueled a faster than expected economic recovery, meant state revenues came in billions of dollars over expectations.

M Reserved [l Appropriated Instead of spending those funds
S0 $500M  $1B $28 $28 $38 $3B to address pressing needs in our
state, legislators chose to sideline
billions of an appropriated money
in a variety of reserve, including:

State Capital and Infrastructure Fund
Savings Reserve

Stabilization and Inflation Reserve

State Emergency and Disaster Response
Fund

Economic Development Project Reserve

« S$1.6billion in the savings
reserve

Clean Water & Drinking Water Reserve . $1 billion in an inflation

Medicaid Transformation Reserve

reserve

Housing Reserve Funds allocated to reserves in « Over $700 million in the
Information Technology Project Reserve 2022-23 NC budget and those funds State Emergency and
Medicaid Contingency Fund actually that were appropriated for Disaster Response Fund

Federal Infrastructure Match Reserve use in the 2022-23 fiscal year

All told, the General Assembly
Needs-Based Public School Capital

diverted more than $4.1 billion
from the General Fund into
reserves with no immediate plan
for how those funds will be used.
Those funds wouldn't cover all

of the pressing needs in North
Carolina, but they'd go a long way.

Local Project Reserve
Retiree Supplement Reserve
World University Games Reserve

Unfunded Liability Solvency Reserve

Source: Fiscal Research Division. 2022 Legislative Session Budget and Fiscal Policy Highlights

Budget shortcomings come from bad budgeting practices

The material shortcomings of this budget have roots in how it was put together. Legislative leaders chose not to embrace good budgeting
practices, such as:

- Starting with a base budget that reflects what it would take to continue existing levels of service given changes in costs and in
populations to be served by specific programs.

«  Providing opportunities for the public to provide input into the budgeting process.
Allowing legislators to offer amendments and the space for a robust debate over the final budget.

The result was a budget that failed to meet the challenges posed by inflation and will leave many public servants and services worse off.

Read the full report at NCBudget.org/BudgetReport



