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Introduction

How we raise and spend money reflects what we value. Ohio’s leaders say they want all children to 
have access to good schools. They want to help working people get ahead. They want to provide 
treatment to people struggling with mental illness or addiction. Most Ohioans also want these 
things, but without sufficient state support, we can’t live up to our values. 

In recent years Ohio’s state lawmakers cut the state income tax, gave more and bigger tax breaks, 
slashed revenue sharing with local governments and stashed the savings in the bank. Budget cuts 
and inflation eroded public services. At the same time, need across the state, while better than 
during the recession, has grown since before the last recession. Manufacturing companies that 
paid well left the state and left their work forces behind; new companies in the service sector have 
taken their place with low-wage, non-union jobs. More families struggle. 

The new state budget makes substantial investments in a few key areas, and small investments in 
many more, a welcome development. But it falls short of meeting needs in the low-wage economy 
and continues cutting the income tax, worsening Ohio’s upside-down tax structure.

OVERVIEW & CONTEXT

Ohio has a biennial (two-year) operating budget. The state’s fiscal years run from July 1st to June 30th of 
the following year. The budget considered in this report is for fiscal years 2020 and 2021. Data in this report 
is based on state fiscal year; represents both years of the biennial budget and is not adjusted for inflation, 
unless otherwise noted.1 

The state budget for 2020 and 2021 will provide $48.8 billion in state taxpayer dollars in the General 
Revenue Fund (excluding the Medicaid dollars placed in that fund) and an increase of $3.7 billion compared 
to the prior, two-year budget for 2018-19. The all-funds budget, made up of state taxpayer dollars, federal 
funds, dedicated purpose funds and fiduciary funds, totals $140.9 billion.2 

Ohio also has a two-year transportation budget. The vast majority of this $8.5 billion budget went towards 
roads, highways, bridges and associated public safety and highway-policing measures.3 Less than 2% of this 
multi-billion budget went towards public transportation or other alternative modes of transportation such 
as safe pedestrian and bicycling infrastructure.  The Transportation Budget is made up of gas tax revenues, 
motor-vehicle license fees and federal flexible transportation dollars. This budget raises an additional $865 
million annually for highway purposes from an increase in the gas tax (10.5 cents for gasoline and 19 cents 
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for diesel).  Given the regressive nature of a gas tax increase, some changes were made to improve Ohio’s 
Earned Income Tax Credit for low-income working families. As part of the transportation budget, funding for 
public transit also increased by $40.5 million, albeit with funds allocated from the state’s operating budget.  

Public services are the foundation for our daily lives, providing for schools, roads, public transportation, 
clean water and much more. The state budget allocates taxpayer dollars collected for public services. 
Lawmakers’ decisions about how to use those dollars should reflect the priorities and needs of the people. 

Over the past 15 years, Ohio’s lawmakers prioritized tax cuts and tax breaks that mostly benefit the 
wealthiest. The wealthiest 1% pay an average of $41,000 a year less now than before the tax cutting started 
in 2005,4 and in this budget, state lawmakers reduced their taxes again.5 Taxpayers in the middle quintile 
– with an average income of $48,000 in 2018 – pay about the same as in 2005; those at the lower end pay 
more today than they would under the tax laws of 2005 and pay about twice the share of their income in 
state and local taxes as the wealthiest.6   The annual cost of state tax breaks has soared and will reach almost 
$10 billion by 2021.8 

Ohio has grown jobs at a quarter of the national rate since 2005.9 Ohio’s unemployment rate is low but the 
poverty rate remains higher than before the recession.10 Too many of the jobs that have been created are in 
low-wage sectors. Six of the 10 most common occupations in Ohio leave a full-time worker with two children 
eligible for – and needing - federal food assistance to put dinner on the table.11 The tax cuts took $6 billion a 
year out of state revenues, leaving less to meet the needs of Ohioans.12

INVESTMENT BUDGET NEEDED DEEPER INVESTMENT

Governor DeWine said that it is time for investment in Ohio, and lawmakers mostly agreed with him.13 But 
after eight years of harsh policies that eroded funding for schools, human services, colleges and universities, 
financial aid, local governments, public transit and other critical services, this new budget leaves a lot 
undone.

If policymakers implemented a fairer tax system as outlined by Policy Matters Ohio   and invested the 
revenue in education, communities and public transit, the state would add 39,601 more full- and part-time 
jobs, wages would increase by $1.7 billion, and state gross domestic product would grow by $2 billion. Those 
gains would be in addition to the direct benefits of public services. The long-term benefits include better 
educated Ohioans and services that help communities prosper.14

In this budget paper, we outline appropriations in the major agencies of the state and highlight changes in 
state funding for selected programs. We discuss investments that still need to be made and review changes 
in tax policy in the new budget that will make those investments harder to achieve.
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Lawmakers made changes to the Earned Income 
Tax Credit in the transportation budget, but the 
key to helping more struggling families - making it 
refundable, like it is in 22 other states – was not part 
of the fix. 

An investment of $657 million in the Student Success 
and Wellness Fund, which funds primary and 
secondary schools to provide health, mental health 
and other services to help students in poverty learn, 
will benefit many Ohio children.  However, state 
funds for basic classroom teaching is frozen at 2019 
levels and will not keep up with inflation, eroding 
resources over the coming biennium. State formula 
funding for K-12 education per student, including 
TPP reimbursements, supplements, and the Student 
Wellness and Success Fund, will have dropped by 
5% between 2017 and 2021 on an inflation-adjusted 
basis.15  

Investment in the broad category of health and 
human services catches up to 2006 levels on an 
inflation-adjusted basis for the first time in 2021. 
But overall state dollars for human services other 
than Medicaid remain 11.5% below 2006 levels, even 
though the poverty rate is higher than in 2006.

Ohio didn’t provide enough match in 2018 to draw 
down $32 million federal vocational rehabilitation 
dollars it was eligible for.16 Ohio lawmakers left more 
of this money on the table than any other state. They 
boosted the state's investment for 2020-21, but will 
still forgo millions of dollars.

The state helps aging or disabled people live at 
home with the help of home health aides. Ohio’s 
Medicaid reimbursement for these workers has been 
so low that turnover is high and services inadequate 
in some places. Lawmakers increased rates but 

the governor vetoed the provision. There’s a 
commitment to providing some increase, but maybe 
not for all services.17 

Legislators did not provide any funding for new 
preschool slots, meaning Ohio will continue to have 
less than half of the national average of low-income 
youngsters in pre-school.18

Only two states make it harder to get child care 
assistance than Ohio.19 Lawmakers failed to extend 
aid to more struggling families, although it was a 
campaign priority for the governor. Lawmakers can 
help more struggling families by increasing initial 
eligibility for public child care aid from 130% of the 
federal poverty line to 200%. That would also align 
child care eligibility with public pre-school, making 
it easier for working parents to send kids to that 
enrichment program. 

The transportation budget’s increase in the gas tax 
will help pay for big-ticket road and bridge repairs 
in local budgets. The smaller the city or more rural 
the county, the more helpful the aid. Ohio’s biggest 
urban counties and cities will welcome the new 
funds, but it’s far from what they need to make 
up for the eight years of deep cuts. In Cleveland, 
for example, the $5.8 million in additional gas tax 
revenues the city gets is helpful but does not make 
up for the $25 million loss over the decade.20

Lawmakers considered curtailing the LLC Loophole, 
an income tax break on passthrough business 
income, which costs well over $1 billion a year, 
overwhelmingly benefits the wealthiest, has not 
created jobs and has not increased business start-
ups, as promised.21 Both chambers of the General 
Assembly agreed to cutbacks, but their efforts did 
not make it into the final budget. 

THE OHIO 2020-21 BUDGET: WHAT'S MISSING
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• Lawmakers provided at least $182 million in
targeted, new or expanded programs in the
Departments of Health and Medicaid and the
Minority Health Commission to reduce the state’s
high infant mortality rate.

• The budget increases funding for public child
care by $431.7 million in federal dollars in 2020-21
compared to the prior budget; new dollars are for
long-overdue, increased rates for public child care
providers who meet quality benchmarks.

• Lawmakers boosted investment to strengthen
Ohio’s mental health infrastructure, including an
increase of $55.5 million for the state’s psychiatric
hospitals; $72.2 million for statewide treatment
and prevention initiatives; and new dollars to
expand the OhioSTART program for addiction-
affected families to an additional 30 counties, now
64 in total.

• New state funding of $675 million for the new
‘Student Wellness and Success’ fund in the Ohio
Department of Education will allow K-12 schools to
provide health, mental health, and other services
to economically disadvantaged students, shown to
improve learning.

• The H2Ohio clean water fund will provide $172
million to clean Ohio’s lakes and waterways over
the next two years, as the fight to ensure clean-up
of Lake Erie’s toxic algae problem moves to the
courts.

• State funding of more than $20 million (recently
augmented by a $44 million federal grant) will
rehabilitate homes toxic with lead and provide
treatment for children poisoned by lead.

• State funding for indigent legal defense increases
by $152 million over the two-year budget period,
which will allow courts to fulfill the constitutional
duty of all people accused of a crime can be
represented by an attorney at trial, regardless of
ability to pay.

• Lawmakers doubled state funds for child
protective services. Contribution of state funds has
historically been the smallest among all the states.
With the drug epidemic, need soared; lawmakers
added more than $200 million to stabilize the
system over the biennium.

• The federal government pays $.68 cents of each
Medicaid dollar in Ohio across all programs, but
more in the State Children’s Health Insurance
Program (SCHIP) and the Medicaid expansion,
which primarily covers low-wage workers, disabled
people and caregivers.22 Both programs faced
reduction in federal share, with federal share of
SCHIP dropping from $.97 of each Medicaid health
care dollar to $.86 and from $.93 to $.90 for
Medicaid expansion. Lawmakers preserved both
programs without reducing eligibility or services.

• Across non-programmatic funding, local
governments gain $633 million (12%) compared to
2018-19, driven in part by the gas tax hike in the
transportation budget.

• The state’s expenditure on tax breaks will be close
to $10 billion by 2021, which is more than state
GRF dollars used for Medicaid, higher education,
corrections and most other services.23

• Lawmakers considered enacting, repealing or
changing 27 state and local tax break measures,
and they made changes in 17 of them. They cut the
income tax once again, benefitting the wealthiest
people the most.

KEY CHANGES IN THE BUDGET 
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Ohio has five different budgets that legislators 
enact during each two-year session of each 
General Assembly: The main operating budget, 
the transportation budget, the Bureau of Workers 
Compensation budget, the Industrial Commission 
budget and the capital budget. This report focuses 
on the main operating budget, the largest of the 
budget bills and the one that supports most state 
government programs. 

Within the main operating budget, there are four 
primary types of funds: the General Revenue Fund, 
made up of state tax collections; federal funds, 
allocated by Congress; special purpose funds, paid 
for by fees or assessments related to what they are 
spent on, and fiduciary or pass-through funds, which 
pass through the state accounts and are distributed 
to other levels of government (like the local sales tax 
the state collects and distributes back to counties and 
transit agencies). 

Most budget analysis focuses on the General Revenue 
Fund (GRF), because lawmakers prioritize use of 
state taxpayer dollars in this fund. When the budget 
is analyzed across all types of funds – including but 
going beyond GRF dollars - it is referred to as the “all-
funds budget.” Figure 1 shows the all-funds budget. 
Federal funds make up 37% and fiduciary funds 
another 11%. Special purpose funds make up 18%. Just 
over a third – 34% - of the total is made up of state 
taxpayer dollars in the GRF. 

Ohio’s lawmakers place not only state taxpayer 
funds in the GRF, but also a substantial share of 
federal Medicaid dollars. Ohio is not the only state 
to do this, but it’s not a common practice. Figure 2 
shows how state dollars (not including those federal 
Medicaid dollars) are used in the GRF. A little more 
than half supports education, from pre-K to higher 
education (52%). A little more than a quarter supports 
health and human services (28%); 8% is used in the 

Figure 1
Ohio’s 2020-21 all-funds budget by share of funds: 
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Source: Policy Matters Ohio, based on Ohio Legislative Service Commission’s Appropriation 
Spreadsheet for HB 166 as enacted, with 2019 actuals.

Overview of the operating budget

Figure 2
Ohio’s 2020-21 General Revenue Fund budget by share of 
expenditure: (State dollars only; excludes federal Medicaid 

dollars in the Ohio GRF)
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OVERVIEW OF THE OPERATING BUDGET

correctional system and 3% is shared with local 
government. Less than one percent supports public 
transit. The remaining 9% supports all the other 
services of state government: the Departments 
of Natural Resources, Agriculture, Commerce, 
Development, Administrative Services and others.

To support public services, Ohio relies primarily 
on revenues collected from the sales tax and the 
personal income tax. Unlike all but six other states, 
Ohio does not tax corporate profits. Instead there 
is a small tax on gross receipts, the commercial 
activity tax. Figure 3 compares the tax structure of 
the state in 2005 and 2019.

The share of state revenues coming from the 

Figure 3
Ohio’s tax structure has changed, with more collections 

from the sales tax and fewer from the personal income tax
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personal income tax has fallen by 29% since 2005, 

while the share of revenues from the sales tax increased by 19%. This contributed to the increasing unfairness of 

Ohio’s state and local tax structure. 

Ohio has a graduated income tax: Everyone pays the same tax rate on the same amount of income, but as income 
rises, incrementally higher rates are applied to higher bands (“brackets”) of income. This tax is based on the 
principle of “ability to pay,” and adds a measure of fairness to Ohio’s state and local tax structure. 

Figure 4 totals state and local taxes as a share of income by income group. The blue bar shows the state personal 
income tax, the only measure based on ability to pay. It takes a larger share of income of the wealthiest tax filers 
compared to the poorest, unlike the other taxes. The state personal income tax prevents the inequality in the 
state and local tax system from being 
worse.

The following sections look at 
changes in tax policy and at 
appropriations in the major agencies 
in the budget, including education (at 
all levels), health and human services, 
corrections and local government 
funding. One section looks at major 
initiatives – like the H2Ohio fund – 
that cut across agencies. Another 
section looks at changes in funding 
for small but important agencies, 
commissions or programs. Each 
section gives overall funding levels 
and highlights various programs 
within agencies.

Figure 4
The 20% of Ohio tax filers with the lowest income pay nearly twice the 

share of income in state and local taxes as the richest
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