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Local governments keep losing  
New budget continues and deepens cuts 

Wendy Patton 
 
For those seeking restoration of battered local services, Gov. 
John Kasich’s new state budget plan isn’t the place to look. A 
preliminary analysis shows that Ohio’s local governments will 
receive $1.4 billion less in state aid under the governor’s 
budget proposal for fiscal years 2014-15 than in FY 2010-11 
despite new revenues from casino gambling for counties and 
host cities and an expanded sales tax from a broadened base. 
 
The current budget, for FY 2012-13, took hundreds of millions 
in appropriations from localities, cutting the Local Government 
Fund in half and seizing two thirds of tax reimbursements, 
promised when the state eliminated local taxes earlier in the 
decade. Another billion dollars were taken from schools. 
Libraries, which saw their funds slashed in the previous 
budget, were trimmed further. The seizure of funds continues under the budget proposal for fiscal 
years 2014-15, as the figure below shows.     

 
Local government losses continue and deepen under Kasich 

budget proposal for fiscal years 2014-15 (in millions) 

 
Source: Policy Matters Ohio, based on Ohio Executive Budget Recommendations for FY 2014-15. 
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Key findings 
 

• Local governments would get 
$1.4 billion less in this proposal 
than in fiscal years 2010-2011. 

 

• Even with new casino revenues 
and sales taxes, locals would 
see a $628 million cut in the 
proposed budget compared to 
the current budget. 

 

• New caps on local sales tax 
revenues would further hinder 
economic recovery. 
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New sources of funding for local governments have emerged since the 2010-11 budget. Casino tax 
revenue for counties and host cities, most of which was dedicated to local government and schools in 
the constitutional amendment that authorized casino gambling, has grown as casinos have opened. At 
the same time, the estate tax, a major source of local government funding that affected only 8 percent 
of all Ohio estates, was eliminated as of 2013; while some revenues will come in this year as estates 
are settled, all revenues from this source will stop next year. 
 
The Kasich administration’s proposal to broaden the sales tax base to include services would benefit 
counties and public transit authorities that piggy-back their sales tax on the state sales tax base. But 
the result of all these tax policy changes is a net loss: with the administration’s proposal local 
governments would see $628 million less in state funding for FY 2014-15 than they received in FY 
2012-13 (the current budget) and $1.4 billion less than in FY 2010-11. As the table below shows, if 
the provisions of the proposed budget are passed into law funding for local governments will be 
about half of what it was in FY 2010-11, the last budget of the previous administration. 

 

Biennial change in state revenues for local governments 
Millions of dollars, not adjusted for inflation 

Program name FY    
2010-11 

FY   
2012-13 

Change, 
FY 10-11 
to 12-13 

FY    
2014-15 

Change, 
FY 12-13 
to 14-15 

Change, 
FY 10-11 to 

14-15 

Change,  
FY 10-11 to 
14-15 (%) 

TPP tax reimbursement $955.4  $442.5  ($512.9) $254.4  ($188.1) ($701.0) -73.4% 
Utility tax reimbursement $165.8  $23.4  ($142.4) $11.2  ($12.2) ($154.6) -93.2% 
Local Government Fund $1,336.2  $942.5  ($393.7) $740.0  ($202.5) ($596.2) -44.6% 
Casino revenues - counties $0.0  $90.0  $90.0  $327.0  $237.0  $327.0  100.0% 
Casino revenues - host cities $0.0  $8.8  $8.8  $32.1  $23.3  $32.1  100.0% 
Estate tax $532.9  $685.3  $152.4  $60.0  ($625.3) ($472.9) -88.7% 
New sales tax revenue -  -  -  $120.0  $120.0  $120.0  100.0% 

Total $2,990.3  $2,192.5  ($797.8) $1,544.7  ($647.8) ($1,445.6) 48.3% 
Source: Policy Matters, based on Executive Budget Recommendations for 2014-15.  Local sales tax revenue projections 
from Director Tim Keen’s 2/5/13 testimony to House Finance and Appropriations Committee.  Estate tax figures from 
Executive Budget Recommendations for 2014-15 and an Ohio Department of Taxation e-mail of 2/13/2013. 

Budget Director Tim Keen estimates that the proposed expansion of the sales tax base could add 
$700 million to counties and transit agency coffers. However, because the administration proposes to 
take control of local sales tax rates, reducing the increases the local entities can bring in because of 
the expansion, local sales taxes would bring in no more than $120 million in new revenue over the 
coming biennium.1 
 
To encourage growth we need good schools, reliable public safety and emergency services, and 
strong communities. During hard times, state and local policy led to cuts. But further cuts in 
appropriations for local government are not helping communities. Curtailing local control of local 
revenues will complicate recovery – as the economy improves, it is time to restore the fiscal 
partnership between state and community. 

                                                
1 Testimony of Budget Director Tim Keen at http://1.usa.gov/12u25mb. 


