Analyst: Education Cuts May Be Necessary
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State lawmakers have been trying to steer clear of cutting education spending as they try to erase a $2.1 billion budget deficit that is looming for the 2009-2010 fiscal year, but a legislative budget analyst said Tuesday that likely will be impossible.

Education and Medicaid account for about 70 percent of the state's general fund budget, and Analyst Evan Rodewald of the General Assembly’s Fiscal Research Division told lawmakers that filling the $2.1 billion hole in the budget will eventually require digging into those accounts. His message clearly resonated with lawmakers who were interviewed by reporters after the budget briefing.
"You can't cut more than 10 percent (of the $21 billion budget) and not approach every part of state government,” Senate Majority Leader Tony Rand, D-Cumberland, told WRAL-TV of Raleigh. “Everybody will feel the pain."

Over the past eight years, North Carolina's education budget has grown by more than 50 percent from $7.58 billion to $11.42 billion, as the state's population has grown. Rodewald said that the current $7.8 billion public schools budget accounts for 37 percent of the state’s General Fund and is the largest single program. He did not point out, however, that the percentage of the state budget dedicated to public schools has actually been declining over the last decade as growth in funding for other areas has increased.

Rodewald did note that the fastest growing portion of the education budget is the university system. He presented information showing that the budget for the state’s public and private universities has grown 58 percent from $1.7 billion in 2000-2001 to $2.7 billion this fiscal year. In that same time period, the state’s community college system’s budget grew 53 percent from $608 million to $933 million, and the public schools budget grew by 48 percent from $5.3 billion to the current $7.8 billion.

“The university system is also where the annual cost per student is highest,” Rodewald said. In the current fiscal year, the state is investing $12,897 per student in the universities, $4,903 per student in the community colleges and $5,414 per student in the public schools.

Rodewald concluded his presentation on some of the key factors that have driven the growth in the overall state budget in recent years by offering the following summary points for lawmakers to consider:

· Growth in Medicaid from enrollment, inflation, utilization, new technologies and the economy will continue to pressure N.C. budgets for the foreseeable future.

· Because education programs comprise most of the budget, some portion of future budget reductions will likely come from education.

· Public school enrollment is beyond the control of the state, but teacher salaries and class sizes are not.

· The university system budget is growing faster than budgets for public schools or community colleges. Strong enrollment and higher salary increases, both of which are under state control, are responsible for this growth.

· The fastest-growing portion of the education budget, the university system, is also the most expensive on an annual, per-student basis.
Some Republicans said wasteful spending could be cut from the education budget, and money could be used more efficiently.

"I'm not sure we're getting a bang for our buck in our educational process,” Sen. Neal Hunt, R-Wake, said in an interview aired by WRAL-TV. “We've seen a 30 percent dropout rate. We see we're not keeping up with test scores very well," 

Sen. Rand said the state has no control over the number of students in public school, but lawmakers can control spending on teacher salaries and the size of classes in schools, which Rodewald had pointed out in his presentation.
"Those are things within our control and things we'll really have to look hard at," he said, although he declined to elaborate on possible cuts.
The legislative briefings on the state budget continued on Wednesday with a more in-depth look at the university budget. A briefing on the public school budget is set for 11:30 a.m. on Feb. 17 and may be accessed by clicking on “Appropriation Committee Room (Room 643)” at the following link: http://www.ncleg.net/Audio/Audio.html.

