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          HOW SCHOOL DISTRICT AND MUNICIPALITY  

FINANCES RESPONDED TO THE GREAT RECESSION 

INTRODUCTION 

 The Great Recession of 2007-2009 affected economies around the world, and had 

large impacts on individuals, families, businesses, and governments. This thesis addresses 

the question of how school district and municipality finances responded to the economic 

downturn. The majority of the research done on the recession’s aftermath has been 

directed toward the effects on individuals and businesses. This paper looks to add to the 

thin literature that analyzes the impacts the recession had on school districts and 

municipalities. This thesis contributes to the existing literature by summarizing the major 

effects of the recession on school districts and municipalities. I also provide an empirical 

analysis on the difference in impacts felt by municipalities based on their average 

property wealth. This paper reviews previous literature on the Great Recession, and then 

provides a data analysis on real Ohio municipality revenues and expenditures from 1999 

to 2011.  

BACKGROUND INFORMATION 
 

The Financial Crisis 

 The 2008 financial crisis started a domino effect that crippled much of the United 

States’ economy. Most associate this crisis with large scale mortgage failure and an 

increase in unemployment, as these were two of the main causes and effects of the crisis. 

However, society as a whole was also impacted, with financial troubles in municipalities 



9 
 

and school districts as a primary example. The happenings that led to this great crisis, and 

the consequences thereafter, have been documented in an official report known as the 

Financial Crisis Inquiry Report1. The commission’s findings confirm that, although many 

factors contributed to the financial crisis, the mass spread of toxic mortgages and poor 

regulation of credit/interest rates are what ultimately forced the United States into the 

Great Recession. A short summary of the negative effects is given:  

“As this report goes to print, there are more than 26 million Americans who 
are out of work, cannot find full-time work, or have given up looking for work. 
About four million families have lost their homes to foreclosure and another 

four and a half million have slipped into the foreclosure process or are 
seriously behind on their mortgage payments. Nearly $11 trillion in household 

wealth has vanished, with retirement accounts and life savings swept away. 
Businesses, large and small, have felt the sting of a deep recession…The 

impacts of this crisis are likely to be felt for a generation. And the nation faces 
no easy path to renewed economic strength” (The Financial Crisis Inquiry 

Commission, 2011). 

Credit became almost non-existent, which exacerbated the impacts on businesses, 

families, and financial institutions. Even today, credit availability is not as high as it was 

before the Great Recession. These hardships left states with a decreasing revenue base 

and increasing need for government based assistance. State governments were financially 

stressed in a way that the federal government was not because almost every state is 

constitutionally required to run on a balanced budget. This means that they were not 

allowed to have budget deficits to offset their decreasing revenue. The Financial Crisis 

Inquiry Commission concluded that the Great Recession was a consequence of human 

action and inaction and that it was an avoidable event. On top of that, they found that our 

                                                           
1 The Financial Crisis Inquiry Commission was created to “examine the causes of the current financial and 
economic crisis in the United States” (The Financial Crisis Inquiry Commission, 2011). 
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government was not prepared to handle a financial crisis of such magnitude, which led to 

extensive long lasting effects (The Financial Crisis Inquiry Commission, 2011). 

LITERATURE REVIEW 
  

 This literature summary will look at seven different journal articles that discuss 

the impacts that the Great Recession had on state revenues, local municipality and school 

district financial decisions, and community welfare. Campbell and Sances (2013) look at 

the budgetary impacts and policy responses of states before, during, and after the Great 

Recession. Chernick, Langley, and Reschovsky (2011) analyze 1997-2008 financing data 

from the largest U.S. cities to predict the impacts of the Great Recession on city 

expenditures. Chakrabarti and Sutherland (2013) study the effects that the Great 

Recession had on education in New Jersey schools. Chakrabarti, Livingston, and Roy 

(2014) try to determine whether cuts in state aid during the great recession led to changes 

in local property taxes. Chakrabarti, Livingston, and Setren (2015) analyze the effects 

that the Great Recession, and subsequent federal stimulus, had on school funding and 

expenditures. Pfeffer, Danzinger, and Schoeni (2013) study the wealth holdings among 

American families before, during, and after the Great Recession. And finally, Kfir 

Mordechay (2016) assesses the impacts that the Great Recession had on educational 

attainment by analyzing graduation rates from a large high school district from 2004-

2013. The collective synthesis of these papers provides a detailed look at the various 

effects that the Great Recession had on school district and municipality finances. 

 



11 
 

Impacts on State Revenue Sources 
 

 Campbell and Sances (2013) discuss the budgetary impacts and policy responses 

of states before, during, and after the Great Recession. Municipalities were especially 

hard hit by the economic crisis as tax revenue plunged and need for social assistance 

grew to a new height. The main sources of revenue for state governments before the 

recession were personal income taxes and sales taxes. These two revenue sources dried 

up in the midst of the financial crisis, forcing governments to cut spending by roughly 

45% while also increasing taxes and fees. These major spending cuts also added to the 

substantial job loss during the recession with more than 600,000 local government jobs 

being cut. The increase of unemployment in government funded jobs continued through 

2011.  

FIGURE 1 TRENDS IN STATE FISCAL POLICY SPENDING AND REVENUE ENACTMENTS 

 

(Campbell & Sances, 2013) 
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 Figure 1 shows that, in 2010, states simultaneously cut spending, by the highest 

percent since 1978, and increased revenue enactments2 by billions of dollars within the 

same timeline. States were seeing a huge loss in their revenues as income and sales taxes 

fell. This was brought on by a decline in working hours for state residents. The 

downward trends in revenue were accompanied by an upward trend in mandatory state 

fiscal policy, shown in Figure 2. This combination of events forced states into a fiscal 

hole that would take years to get out of. This recession brought to light just how 

unprepared the state governments were to handle an economic downturn of this scale.3  

 

FIGURE 2 DISCRETIONARY AND MANDATORY STATE FISCAL POLICY 

 

(Campbell & Sances, 2013) 

 

                                                           
2 Revenue enactments serve as a form of economic stimulus. Governments pass laws to grow revenue in 
times of fiscal stress.  
3 See states’ strategies to reduce or eliminate budget gaps during the great recession in Appendix Fig. 29. 
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Impacts on Local Municipality and School District Fiscal Decisions 
 

 In their paper, “The Impact of the Great Recession and the Housing Crisis on the 

Financing of America’s Largest Cities,” Chernick, Langley, and Reschovsky (2011) 

analyze 1997-2008 financing data from the largest U.S. cities to predict the impacts of the 

Great Recession on city expenditures. Their paper begins with the hypothesis that real per 

capita spending will decrease by roughly 7 percent in major cities between 2009 and 

2013. The sample for this research can be described as, “all cities with 2007 populations 

over 200,000 except those with 1980 populations below 100,000 and all cities with 1980 

populations over 150,000 even if their 2007 population was below 200,000” (Chernick, 

Langley, & Reschovsky, 2011). In this thesis, I will focus mostly on the paper’s section 

on “The Housing Crisis and City Spending.” Chernick et al. (2011) predict central city 

spending by forecasting the degree of governments’ major revenue sources used to serve 

the citizens of these central cities.  

 The main revenue sources for city governments include property taxes, other 

taxes, non-tax locally funded revenue, state aid, and federal aid. Chernick et al. (2011) 

look primarily at property taxes, as these are the most important form of revenue for 

cities across the United States. A property tax revenue prediction equation is formulated 

using the annual sample data and the Housing Price Index from the U.S. Federal Housing 

Finance Agency. It is seen that there is a lag between the initial change in housing values 

and their property tax income. This is mainly due to the slow nature of value assessment. 

Houses are not typically re-assessed on an annual basis and, even after being assessed, it 

can take up to a year for these new values to affect taxes for said property. The property 

tax prediction model created is as follows: 
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“ = +  (   ) +  +   + , 

where PTR is property tax revenue per capita in real (2007) dollars and HPI is the lagged 

value of the housing price index” (Chernick, Langley, & Reschovsky, 2011). 

By imputing the data, this study predicts a decrease of more than 4 percent in property 

tax revenues from 2009 to 2012. However, estimated property taxes for 2012 are likely 

understated because it is shown that the recession likely had an impact on these taxes 

even before 2008 (Chernick, Langley, & Reschovsky, 2011).  

 After creating estimates for revenue trends after the Great Recession, Chernick et 

al. (2011) were able to define a spending equation as well. Since spending should be 

equal to the revenue brought in, the formula uses predicted revenues from a given year to 

estimate the spending of the following year. The spending equation is defined as follows: 

 =  +   (   ) + (   )

+ (  −  ) +  (   )

+ (   )  

(Chernick, Langley, & Reschovsky, 2011). 

The correlation between declines in housing prices and subsequent declines in city 

spending implies a positive relationship between property values and state budget gaps. 

However, the study also predicts that even those cities with increasing property values 

will see a decline in spending due to the cuts in other city revenue sources (Chernick, 

Langley, & Reschovsky, 2011). 
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FIGURE 3 ANNUAL PERCENTAGE CHANGE IN REAL REVENUE OF CONSTRUCTED CITIES, 1998 TO 2008 

(Chernick, Langley, & Reschovsky, 2011). 

(Chernick, Langley, & Reschovsky, 2011)  

. 

FIGURE 4 ANNUAL PERCENTAGE CHANGE IN REAL TAX REVENUE OF CONSTRUCTED CITIES BY 
TYPE OF TAX 1997 TO 2008 
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Chakrabarti and Sutherland (2013) attempt to fill the void in research done on the 

effects that the Great Recession had on education in their journal article, “Precarious 

Slopes? The Great Recession, Federal Stimulus, and New Jersey Schools.” Their research 

focuses on data gathered from 572 different school districts in New Jersey from 1999 to 

2010. The recession had a clear impact on school district revenues as state and local 

funding per pupil fell both years after the financial crisis. Chakrabarti et al. (2013) use a 

trend-shift analysis to study the effects of the Great Recession on New Jersey education 

financing. Any shift from the pre-recession financing trend is analyzed as an effect of the 

recession. The research here shows a clear transition of revenue dependence from state 

aid to federal stimulus. In 2009, the American Recovery and Reinvestment Act was 

passed by congress to provide $840 billion to new spending, with $100 billion being 

allocated to education. This stimulus brought on improvements in the 2010 trends, but 

(Chakrabarti & Sutherland, Precarious Slopes? The Great Recession, Federal Stimulus, and New Jersey 

Schools, 2013)  

FIGURE 5 TOTAL FUNDING PER PUPIL: BUDGET VS. ACTUAL 
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both revenue and spending continued to decline (Chakrabarti & Sutherland, Precarious 

Slopes? The Great Recession, Federal Stimulus, and New Jersey Schools, 2013). These 

numbers emphasize the impact that the Great Recession had on education and the 

economy as a whole.  
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FIGURE 6 TRENDS IN SCHOOL REVENUE AND EXPENDITURES DURING THE GREAT RECESSION 

 

(Chakrabarti & Sutherland, Precarious Slopes? The Great Recession, Federal Stimulus, 
and New Jersey Schools, 2013). 
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 Charkrabarti, Livingston, and Roy pose the question, “Did Cuts in State Aid 

During the Great Recession Lead to Changes in Local Property Taxes?” in their 2014 

article through the Federal Reserve Bank of New York. The data analyzed here represents 

the New York school districts. Their district-level panel data spans eight years, from 

2005 to 2012. Chakrabarti et al. (2014) find clear evidence that the Great Recession had a 

substantial impact on school district funding. This study finds that, following the 

recession, a dollar decrease in per-pupil state aid was met with only a 19 cent increase in 

local funding and 14 cent increase in property tax revenue (Chakrabarti 2014). A national 

analysis by the Center on Budget and Policy Priorities is drawn on to display how long 

lasting these effects have been. The analysis finds that, “even as of the 2013-14 school 

year, six years after the recession hit, thirty four states still provide less per pupil funding 

than they did before the Great Recession. Even among states that increased funding in 

more recent years, the increases in state aid have not been enough to offset the funding 

losses experienced during the recession” (Chakrabarti, Livingston, & Roy, Did Cuts in 

State Aid During the Great Recession Lead to Changes in Local Property Taxes?, 2014).  

In order to measure the impacts of the great recession, Chakrabarti et al. (2014) 

first outline the pre-recession revenue portfolios for New York school districts. These 

portfolios are broken up into Local, State, and Federal revenue sources. The local revenue 

consists of mainly property taxes, coming in at about 72 percent in 2008.  
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 (Chakrabarti, Livingston, & Roy, Did Cuts in State Aid During the Great Recession Lead to Changes in 

Local Property Taxes?, 2014). 

This 2008 data can be broken down into approximate dollar values per revenue source. 

State aid was roughly $8,600 per pupil, local revenue $12,000 per pupil, and property 

taxes $9,000 per pupil. The data set used to measure the changes in these aid trends is 

compiled from 632 school districts in New York from 2005 to 2012. The revenue 

changes per pupil plotted in Figure 8 show a clear disturbance in the pre-recession trends. 

State aid begins a drastic decline in 2009, which is met by a steady increase in both 

property tax rates and local funding revenue per pupil in the following years. It can be 

deduced that property taxes acted as a “stabilizing force” for school district finances in 

the aftermath of the Great Recession. Although the increase in these revenue sources 

helped to offset cuts in state aid, these offsets did not completely cover the budget gap. 

Therefore, schools have felt, and will continue to feel, the pressure to alter their funding 

FIGURE 7 PRIMARY DISTRICT FUNDING (2008) 
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and spending decisions (Chakrabarti, Livingston, & Roy, Did Cuts in State Aid During 

the Great Recession Lead to Changes in Local Property Taxes?, 2014). 

 

FIGURE 8 TRENDS IN STATE AND LOCAL FUNDING 

 

(Chakrabarti, Livingston, & Roy, Did Cuts in State Aid During the Great Recession Lead to Changes in 

Local Property Taxes?, 2014). 
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 Chakrabarti went on to co-write another article titled, “The Great Recession’s 

Impact on School District Finances in New York State” with Livingston and Setren in 

2015. This paper looks to fill the gap in the literature on post-recession effects on 

education by analyzing the effects on school funding and expenditures made by the 

recession and subsequent federal stimulus. This analysis is conducted using a trend shift 

analysis between the year following the recession and the year when federal stimulus was 

implemented in New York State. The background information used in this journal 

mimics that from Charkrabarti’s 2013 paper. The data, however, is slightly different. This 

analysis is based on a data set from the New York Office of the State Comptroller, 

covering 714 school districts, and spanning from 2004 to 2010. For the purposes of this 

journal, the 2007-08 school year is representative of the “immediate pre-recession year”. 

Like the 2013 study, this paper utilizes a trend shift analysis to measure post-recession 

impacts on revenue and expenditure trends.  

 Chakrabarti et al. (2015) use an empirical strategy to analyze shifts in school 

finance indicators following the Great Recession. The formula for this trend analysis is as 

follows: 

" = ∝ + ∝ + ∝ + ∝ + +  , 

Where Yit is a financial indicator for school district I in year t; t is a time trend variable that equals 0 

in the immediate pre-recession year (2008) and increases by 1 or each subsequent year and 

decreases by 1 or each previous year; v1 is the recession dummy, v1 = 1 if year > 2008 and 0 

otherwise; v2 is the stimulus dummy, v2 = 1 if year > 2009 and 0 otherwise; Xit represents the 

school district demographic characteristics; and fi denotes district fixed effects”  (Chakrabarti, 
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Livingston, & Setren, The Great Recession's Impact on School District Finances in New York State, 

2015). 

It is important to note that the estimates formulated here assess any shifts from the pre-

recession trend. This analysis does not control for exogenous shocks that could have 

affected the outcome aside from the recession. Therefore, we cannot assume that the 

results of this analysis are unbiased to error. Different trends in school revenues and 

expenditures are plotted in Figure 9. The total expenditure and revenue per pupil does not 

show a substantial veer from pre-recession trend. However, the different forms of funding 

do display noticeable shifts from trend after the recession.   
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FIGURE 9 TRENDS IN SCHOOL REVENUES AND EXPENDITURES IN NEW YORK STATE DURING THE GREAT 
RECESSION 

(Chakrabarti, Livingston, & Setren, The Great Recession's Impact on School District Finances in New 

York State, 2015). 
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As was noted in Chakrabarti et al. (2013), local funding and federal stimulus 

increase as state aid declines drastically. Therefore, this article concludes that while 

school district revenue portfolios drastically changed in composition following the Great 

Recession, the overall per pupil funding and expenditure did not see statistically 

significant shifts from trend. It was also observed that instructional expenditure stayed on 

trend, but noninstructional expenditures (extracurricular activities, transportation, 

utilities, etc.) did see declines following the recession. (Chakrabarti, Livingston, & 

Setren, The Great Recession's Impact on School District Finances in New York State, 

2015). Therefore, even as revenues and expenditures appear to remain stable, it is clear 

that the financial crisis did have impactful consequences on the education system in 

America.  

 

WELFARE EFFECTS FOR LOCAL COMMUNITIES 
 

 Pfeffer, Danzinger, and Schoeni (2013) study the wealth holdings among 

American families before, during, and after the Great Recession. The study finds that 

every class in America experienced a decline in their wealth holdings following the 

recession. The wealthiest families experienced the largest total wealth decline, but the 

poorest families were hit the hardest on percentage of wealth loss. This was determined 

using the 2007 and 2010 waves of the cross-sectional Survey of Consumer Finances 

(SCF).4 The SCF was also used to show that the largest losses were felt among young 

                                                           
4 “The Survey of Consumer Finances (SCF) contains the most in-depth information on households’ 
financial assets, real assets, and liabilities. Since 1983, the SCF has typically been administered as a cross-
sectional survey on a triennial basis” (Pfeffer, Danzinger, & Schoeni, 2013). 
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families, minorities, and middle-class households. Those with low levels of education and 

low wages were among the hardest hit by unemployment. Many of these workers lost 

their jobs and were forced to depend on their savings to maintain a certain level of 

consumption. This massive decline in wealth, accompanied by a newfound distrust in the 

efficacy of investment, led to a decline in overall saving, pension contributions, and stock 

holdings. This meant that the least-advantaged individuals and families were not able to 

gain any benefit from the 2009 rise in stock prices because they had already sold off most 

of their holdings. Although the official end date of the recession, determined by the 

National Bureau of Economic Research, was 2009, the effects on wealth holdings 

continued to linger beyond that point (Pfeffer, Danzinger, & Schoeni, 2013).  

Pfeffer et al. (2013) use the Panel Study of Income Dynamics (PSID)5 to examine 

wealth changes for households over time and assess the stability of wealth disparities. 

Figure 10 displays the total net worth for the 25th, 50th, 75th, and 95th percentiles between 

1984 and 2011. This visual clearly  

                                                           
5 “The Panel Study of Income Dynamics (PSID) has collected a broad range of socio-economic and other 
information on families on an annual basis since 1968, and since 1997 on a bi-annual basis. The PSID first 
introduced an extensive wealth module in 1984, which was repeated every five years until 1999 and on a 
bi-annual basis since then” (Pfeffer, Danzinger, & Schoeni, 2013). 
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FIGURE 10 TOTAL NET WORTH RELATIVE TO 1984, PSID 

 

(Pfeffer, Danzinger, & Schoeni, 2013) 

demonstrates the continual decline in wealth following the 2007 financial crisis, even 

past the official end of the recession in 2009. The 95th and 25th percentiles saw very 

similar percentage drops in total net worth, relative to 1984, between 2007 and 2011. 

However, the 95th percentile still found themselves 63% wealthier than in 1984, while the 

25th percentile only held 15 percent of their net worth relative to 1984 holdings.  

 Kfir Mordechay (2016) assesses the impacts that the Great Recession had on 

educational attainment by analyzing graduation rates from a large high school district 

from 2004-2013. An urban school district in San Bernardino County in California serves 

as the sample for this case study. This county was chosen because it experienced huge 

economic gain, fueled by housing, in the early 2000’s which was followed by subsequent 

declines from the financial crisis of 2007. The effects had on students in the case study 

were seen almost instantaneously. In 2007, at the start of the recession, the number of 

students utilizing free and reduced lunches grew by 125%, from an original 25% of 
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students receiving the benefits up to 56%. Mordechay was particularly interested in 

examining 12th grade completion rates because of the extensive social and economic 

consequences of not obtaining a high school diploma. The results show a large decline in 

graduation rates immediately after the recession (2008 graduation), which shifted to a 

counter-cyclical demand for high school diplomas in 2009 (Mordechay, The Effects of 

the Great Recession on Educational Attainment: Evidence from a Large Urban High 

School District, 2016). 

 By assessing the effects of the recession on educational attainment, this study 

more specifically looks at the impacts of parental unemployment, residential stability, 

and declining household income on students. All three of these variables can directly 

impact financial resources and household stress which often leads to lower student 

performance. “Children whose parents lose their jobs also have lower grades, more 

disciplinary problems, are less socially competent, are less likely to attend college, have 

lower earnings well into adulthood, and are more likely to receive unemployment 

insurance and social assistance” (Mordechay, The Effects of the Great Recession on 

Educational Attainment: Evidence from a Large Urban High School District, 2016). 

Although these negative side effects are undeniable, many researchers argue that 

economic downturns boast a “silver lining” when it comes to educational attainment. 

Essentially, lower job availability should increase the number of students enrolling in 

schools. A 2005 study in The Economic Journal, The Economic Impact of the Coal Boom 

and Bust, found that a 10% decline in wages for low-skilled workers resulted in a 5-7% 

rise in high school enrollment. However, there is also the possibility of a “discouraged 
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student” effect; this implies that students begin to doubt the value of and expected returns 

to the education, which leads to a sharp incline in school dropout rates.  

Mordechay (2016) puts these theories to the test by analyzing the 2004-2013 data 

from the Chaffey Joint Union High School District Administrative records database, 

which spans 45,145 seniors from 12 different schools. The results of the data analysis 

align perfectly with the previous literature on the subject.  Each socioeconomic group 

sees some level of decline in graduation rates immediately following the recession; they 

all then rebound to even higher graduation compared to pre-recession rates. The lowest 

(Mordechay, The Effects of the Great Recession on Educational Attainment: Evidence from a 

Large Urban High School District, 2016) 

socioeconomic group, made up of students whose parents do not have a high school 

diploma or equivalent, saw the largest impacts, both negative and positive, following the 

Great Recession. These students fell below 80% in graduation rates, but then came to rise 

to a high above 90%, well in-line with the other socioeconomic group rates (Mordechay, 

FIGURE 11 GRADUATION RATES BY SOCIOECONOMIC STATUS, 2004-2013 
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The Effects of the Great Recession on Educational Attainment: Evidence from a Large 

Urban High School District, 2016). These results are interesting because, although the 

negative impacts of the recession are clearly displayed, the magnitude of positive growth 

in educational attainment following that decline represents an unequivocal gain from the 

financial crisis.  

 The seven articles reviewed in this thesis work together to provide a look at both 

the overarching and more specific impacts that the Great Recession had on communities 

in the United States. We see changes at the federal level when it comes to economic 

stimulus, at the state level with changes in revenues and state aid, and in the smaller 

communities in their sources of revenues, expenditures, and welfare effects. By analyzing 

these journal articles together, the domino effect that the financial crisis caused becomes 

more apparent. First we see declining property taxes, followed by decreasing revenues 

and increasing need for government aid. This leads to substantial state budget gaps and 

large declines in state government expenditures. And, as a result, communities are 

impacted by cuts in non-instructional school spending and losses in savings, investments, 

pension contributions, stock holdings, etc. The synthesis of each article’s findings lead to 

an indisputable conclusion that the Great Recession had massive, far-reaching, and long 

lasting effects in the United States.   
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DATA AND METHODS 
 

This thesis follows the work of Conlin and Thompson (2014), which used data 

from the National Center for Education Statistics (NCES) Common Core of Data to 

analyze trends for school districts in Ohio from 2002-2010. I will be conducting a similar 

analysis in this study by comparing what happened in municipalities between different 

wealth quintiles within a very similar timespan. The quintiles of property wealth were 

determined through taxable value information from the Ohio Department of Taxation. All 

information on municipality finances was obtained from the Ohio Audit reports for each 

individual municipality. This data is representative of the 1999-2011 fiscal years for 

11,446 municipalities in cities and villages in the State of Ohio. The yearly population 

estimates were obtained through the United States Census. 

These data include information on revenue from property taxes, income tax, other 

tax, fines and fees, services, intergovernmental grants, special assessments, and other 

sources. The data also contains information on expenditures spent on general purposes, 

safety and security, community environment, public health, transportation, leisure, utility, 

capital, debt principal, debt interest, other debt, and other expenditures. We also see 

information collected on total revenues and total expenditures. The municipalities have 

been divided into quintiles based on average property wealth. I then analyze the trends in 

various types of revenues and expenditures to observe how municipalities in different 

wealth quintiles were affected compared to the other quintiles.  
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EMPIRICAL ANALYSIS 
 

 Past literature on the impacts of the Great Recession mentions many changes in 

government revenues and expenditures. This analysis adds to the current literature by 

breaking down these changes into different sources of revenue and spending in order to 

discern where the largest impacts were felt, and by which wealth quintiles. The 

contribution of this data analysis allows us to analyze trends in different forms of 

revenues and expenditures since 1999 so that we may see how municipalities reacted to 

the recession. Here we are allowed a detailed look at how different communities 

responded following the crisis. This study gives analysis that can help to predict future 

municipality responses to economic downturns and aid in creating a plan for such events. 

GOVERNMENT REVENUE 
 

Figures 12 through 16 display trends in various forms of government revenue 

sources across different quintiles based on average wealth. Figure 12 presents data on 

total government revenue from 1999 to 2011 for each quintile. The wealthiest quintile 

boasts vastly great total revenue in each year; however, the trends from year to year 

appear fairly consistent between each quintile. The wealthiest quintile did see the largest 

reduction in revenue post-recession. The variables shifted most substantially were the 

specific sources of revenues for each quintile. Total tax revenue trends are shown in 

Figure 13. The quintiles are fairly stable in this form of revenues, with only the wealthiest 

quintile seeing sizable changes to their tax income. Total tax revenue per capita for the 

wealthiest quintile falls from around $1,200 in 2008 to around $1,125 in 2011.  
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FIGURE 12 TOTAL GOVERNMENT REVENUE, OHIO 1999-2011 
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FIGURE 13 TOTAL GOVERNMENT TAX REVENUE, OHIO 1999-2011 
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and increases for the poorer quintiles. Because of the volatile nature of this revenue type 

leading up to the recession, it is impossible to be sure that these effects are entirely due to 

the Great Recession. However, in the literature on the Great Recession, we see evidence 

of declines in state revenue bases, and these declines come hand in hand with a decline in 

intergovernmental grants. Therefore, we can state with good authority that these changes 

are likely the result of high fiscal stress due to the Great Recession. 

FIGURE 14 REVENUE FROM INTERGOVERNMENTAL GRANTS, OHIO 1999-2011 
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revenue between 2007 and 2011. The wealthiest quintile saw rising revenues from fines 

and fees per capita from 1999 to 2003. However, this quintile reached a height of about 

130 dollars per capita before continually declining to only 92 dollars per capita in 2011. 

These results show that revenues from fines and fees have responded to economic crisis 

much like all of the other revenue sources. 

FIGURE 15 GOVERNMENT REVENUES FROM FINES & FEES, OHIO 1999-2011 
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were cut by more than half in a span of just 4 years. It can also be noted that the first 4 

quintiles find themselves within $7 dollars of one another in other government revenue 

sources per capita in 2011. 

 

FIGURE 16 OTHER GOVERNMENT REVENUE, OHIO 1999-2011 
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GOVERNMENT EXPENDITURES 
 

Figures 17 through 27 display trends in various forms of government expenditures 

across the different wealth quintiles. Figure 17 presents data on total government 

expenditures from 1999 to 2011 for each quintile. Similar to the total revenue, the 

wealthiest quintile has much higher total expenditures in each year. The fifth and 

wealthiest quintile also appears to steadily decrease in expenditures starting in 2009, 

much like it did in revenues. The total government expenditures for the 5th quintile fell 

from roughly $2,300 in 2009 to $1,900 in 2011. The majority of the singular expenditures 

had by each quintile tell the same story, with a few outliers.  

 

FIGURE 17 TOTAL GOVERNMENT EXPENDITURES, OHIO 1999-2011 
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 The general government expenditures pictured in Figure 18 follow the same trend 

as overall expenditures for each municipality group. The total government spending 

decreased by 6% from 2009 to 2011, and the general expenditures saw a drop of 9% in 

the same time span. The 4th quintile saw second highest drop in general expenditures, 

with the other 3 seeing only small relative changes per capita. This finding follows the 

previous trends in both revenue and overall expenditures, with the wealthiest 

municipality quintile again exhibiting the largest financial impact from the Great 

Recession.  

FIGURE 18 GENERAL GOVERNMENT EXPENDITURE, OHIO 1999-2011 
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Government security expenditures in Ohio have seen a steady rising trend since 

1999. The 5th and wealthiest quintile is the only group to see a more rapid increase in this 

kind of spending; however, they are also the only municipalities to face cutbacks after the 

Great Recession. This group saw a decline from roughly $650 in security spending per 

capita in 2009 to only $580 in 2011. This trend also mirrors the findings of overall 

expenditure changes in Ohio after the recession. This is also a category that expresses the 

negative impacts that were had on community welfare. When hit with a financial crisis, 

governments are forced to cut spending on even expenditures that affect the day to day 

life and safety of residents. The wealthiest districts were likely the most able to absorb 

cuts in security spending because of the size of their workforce. For instance, it would be 

easier for a district with fifty firefighters to lay off one than it would for a district with 

only five. Therefore, directing these budget cuts toward the wealthiest quintile likely 

minimized the magnitude of the effects that the recession had on security operations. 
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FIGURE 19 GOVERNMENT SECURITY EXPENDITURES, OHIO 1999-2011 

 

 

 Municipality spending on community environment measures shows interesting 

movement within the 1st and 5th wealth quintiles. The poorest quintile rose above both the 

2nd and 3rd quintiles in environment expenditures in 2001 and 2002. This was a rise from 

seven and a half dollars per capita in 1999, up to twenty dollars, and back down to ten. 

The poorest group stayed below the other quintiles for the rest of the studied years. The 

wealthiest quintile’s changes are more telling of the Great Recessions impacts. This 

quintile saw constant rises from 2006 to 2008 where it then dropped from 62 dollars per 

capita down to 48. The welfare effects of a change like this are also noteworthy in how 

impactful the Great Recession was in all areas of government, business, and family life. 

0

100

200

300

400

500

600

700

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

D
ol

la
rs

 p
er

 C
ap

ita
Government Security Expenditures

Poorest quintile = 1 Poorer quintile = 2 Median quintile = 3

Wealthier quintile = 4 Wealthiest quintile = 5



42 
 

FIGURE 20 COMMUNITY ENVIRONMENT EXPENDITURES, OHIO 1999-2011 
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also the case in health expenditures. This fact emphasizes the magnitude of the effect that 

the Great Recession had on municipality finances.  

FIGURE 21 GOVERNMENT HEALTH EXPENDITURES, OHIO 1999-2011 
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FIGURE 22 GOVERNMENT TRANSPORTATION EXPENDITURES, OHIO 1999-2011 
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FIGURE 23 GOVERNMENT LEISURE EXPENDITURES, OHIO 1999-2011 
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FIGURE 24 GOVERNMENT OPERATING EXPENDITURES, OHIO 1999-2011 
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FIGURE 25 GOVERNMENT SPECIAL EXPENDITURES, OHIO 1999-2011 
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followed by a quiet period of lower investment. Most notable, since spiking in 2009, the 

fifth quintile has seen great decreases in capital spending as the first quintile began to 

consistently rise from a decade long low. It is hard to determine a direct cause of these 

changes due to the ever changing trend of capital spending seen in all five quintiles since 

1999. However, these cuts on capital investment were likely made so that the 

municipalities could refrain from reducing public services. This is a reaction that is 

observed in many instances of fiscal stress. This exact phenomenon is documented in 

Thompson (2016, 2017), where Ohio school districts and municipalities chose to lower 

investment spending when given fiscal stress labels. This information implies that the 

cause of investment cuts in Figure 26 are likely a result of the Great Recession.  

FIGURE 26 GOVERNMENT CAPITAL EXPENDITURES, OHIO 1999-2011 
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Other government expenditures show the greatest volatility of all variables in this 

data. The poorest quintiles run steadily around zero spending until 2010, while the 

wealthier quintiles display zero consistency, bouncing from two dollars per capita, up to 

six, and then down to zero. Each quintile was around their lowest points of other 

expenditures immediately following the Great Recession, with only the 4th quintile 

nearing $1 in spending per capita. It also appears that the quintiles are not nearing any 

consistency after the recession as the 1st, 2nd, and 5th quintiles find growth in 2011 while 

the 3rd and 4th see a decline in other expenditures. None of these changes appear to follow 

any kind of discernable trend.  

 

FIGURE 27 OTHER GOVERNMENT EXPENDITURES, OHIO 1999-2011 
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 The Beginning of the year (BOY) general fund balance, shown in Figure 28, 

reflects the financial reserves that municipalities held at the start of each fiscal year. This 

figure is particularly interesting because it follows the trends of all other revenue and 

expenditure models. It appears that the wealthiest communities opted to lower their 

financial reserves in response to the Great Recession. In 2007 these reserves were nearly 

1,800 dollars per capita in the 5th quintile, while in 2011 they dropped to 1,400. This drop 

in reserved funding makes it surprising that these communities also chose to decrease 

expenditures in the years following the recession. The other four quintiles appear to have 

attempted to keep their BOY balance fairly stable throughout, and after, the financial 

crisis.  

FIGURE 28 BEGINNING OF YEAR FUND BALANCES, OHIO 1999-2011 

 

0

500

1000

1500

2000

2500

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Do
lla

rs
 p

er
 C

ap
ita

BOY Fund Balance

Poorest quintile = 1 Poorer quintile = 2 Median quintile = 3

Wealthier quintile = 4 Wealthiest quintile = 5



51 
 

FIGURE 29 AVERAGE TAXABLE VALUE, OHIO 1999-2011 
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DISCUSSION OF RESULTS 
 

 The data and figures shown above demonstrate the effects that the Great 

Recession had on Ohio municipalities. The analysis of graphical trends in different 

wealth quintiles illustrated how differently each municipality grouping was impacted. 

The compilation of graphs conclusively suggest that the 5th and wealthiest quintile was 

the most affected by the recession. In almost every instance, this quintile responded to the 

fiscal stress with declines in all kinds of revenues and expenditures. This was likely a 

result of states, in this case Ohio, attempting to mitigate the revenue losses in already 

poorer districts. As a result, the wealthiest communities experienced a decline in overall 

revenues and spending, as well as lower general fund reserves.  There are certain cases 

where this study cannot confirm the recession as the cause of these changes. However, 

the consistent trends seen throughout the data, along with the similar findings in the 

background literature, points to the conclusion that these changes are likely a direct result 

of the Great Recession.  

CONCLUSION 
 

This paper addresses the question of how school district and municipality finances 

responded to the Great Recession of 2007-2009. The widespread impact of the Great 

Recession on families and businesses is well known across the country. However, the 

effects that it had on local school district and municipalities are not nearly as well known. 

It is clear that state revenue sources diminished as a result of declining property values 

and taxes. This decline in revenue was simultaneously met with a huge increase in 

residents’ financial need, leaving states with large budget gaps. However, because most 
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states are legally required to run on a balanced budget, they were not allowed to maintain 

spending and have budget deficits. This led states to have to decrease both revenue and 

government expenditures. These cuts affected both school districts and municipalities. A 

main consequence of this was a new found dependence on federal stimulus. Even with a 

change in their revenue portfolios, however, school districts did not see a statistically 

significant shift in overall funding per pupil. The spending on instructional expenditures 

remained relatively constant while noninstructional expenditures, such as extracurricular 

activities and transportation, saw budget cuts following the recession.  

Since schools and municipalities were largely affected by the Great Recession, 

there were subsequent welfare effects as well. School activities and public services are 

important aspects of the wellbeing of any community. Residents saw overall drops in 

savings, investments, pension contributions, stock holdings, etc. All of these changes 

have added to the lasting consequences of such a large economic downturn. Education 

also saw interesting effects when it comes to graduation rates. Mordechay (2016) shows 

that graduation rates declined directly after the recession, but then rose higher than the 

pre-recession rates. This is described as a “silver lining” in the aftermath of a recession. 

This paper also includes an empirical analysis of Ohio municipalities’ financial 

responses to the Great Recession. The data is representative of 11,446 municipalities’ 

fiscal data from 1999 to 2011. These data include information on revenue from property 

taxes, income tax, other tax, fines and fees, services, intergovernmental grants, special 

assessments, and other sources. The data also contains information on expenditures spent 

on general purposes, safety and security, community environment, public health, 

transportation, leisure, utility, capital, debt principal, debt interest, other debt, and other 
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expenditures. We also see information collected on total revenues and total expenditures. 

The municipalities have been divided into quintiles based on average property wealth.  

The overall finding of this analysis is that the wealthiest municipality quintile felt 

the largest effect following the Great Recession. This was the case in numerous revenue 

sources, expenditure areas, and beginning of the year fund balances. These municipalities 

saw a decline from 2007-2011 in almost every data set graphed. This is likely a result of 

the state government trying to mitigate the effects had on poorer communities. These 

results coincide with the previous literature’s findings that the wealthiest families 

experienced the largest total wealth decline, but the poorest families were hit the hardest 

on percentage of wealth loss. The Great Recession definitely altered the financial 

wellbeing of school districts and municipalities across the country. This paper highlights 

what funding and revenue options declined the most and which municipalities had to 

make the largest cuts.  
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APPENDIX 
 

FIGURE 30  STATE STRATEGIES TO REDUCE OR ELIMINATE BUDGET GAPS IN THE GREAT RECESSION 

 

(Campbell & Sances, 2013) 
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FIGURE 31 TIMING OF PSID DATA COLLECTION & MACRO-ECONOMIC TRENDS 

 

(Pfeffer, Danzinger, & Schoeni, 2013) 

Pfeffer, Danziger, and Schoeni (2013) analyzed the disparities in wealth that 

occurred before and after the Great Recession. Their research found that a rapidly 

increasing unemployment rate and decreases in labor market earnings, among other 

things, brought massive declines in wealth holdings across America. The Case-Shiller 

and Dow Jones Indexes depicted large decreases in average housing prices and stock 

prices between 2007 and 2009. 
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