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INTRODUCTION

The trend among state governments for the past 70 years has been to abandon biennial budgeting
for annual budgeting. Foruy-four states enacted biennial budgets in 1940. Only 19 do now.

One reason for the change was the resurgence of state legislative power in the middle of the 20'o

century. Legislatures' growing role in state government can be measured by the shift from biennial to
annual legislative sessions, In 1940 only four state legislatures held annual session-and Alabama's
legislature met only once every four years. In 2011, only four states sdll have biennial sessions-
Montana, Nevada, Nomh Dakota and Texas. Two changes came recendy: Arkansas with its first
annual session in 2009, and Oregon with its first in 2011.

A shift to annual budgeting followed the move to annual sessions, as state budgets grew larger and
more complicated and as federal grant-in-aid programs to state and local governments became

increasingly prominent in the 1960s and 1970s. The move to annual budgeting also coincided with
the greater volatility in state revenues that resulted from increasing reliance on sales and personal
income taxes. Although such historic changes have not moved dl states to annual budgeting, the
trend has been clear. One surprising complaint about biennial budgets is that they are time-
consuming. An editorial writer in Maine opined in 2010 that:

The state's two-year budget format is an incredible time-waster. Executive departments
spend endless hours charting spending over two years (really almost three, from the stan of
planning), and rarely find numbers that stick. The Legislature spends many more hours
trying to make the document work, and instead ends up crafting muldple supplemental
budgets to fix the first one.

Two-year budgets are a historical accident-at one time the Legislature didn't meet every

year. And no other entity the state deals with-federal, county, municipal 61 lusinsss-ussg
the biennial format. Scrap it, except for capital investment.'

In Oregon, plans for the state's first annual session in 2011 included a plan to revise its biennial
budget during the Legislative Assembly's second annual session in2012. The budget chairs wrote:

'W'e are using the tool of the February session in20l2 that the voters have provided for us by
setting out what comes down to a hybrid-a two-year budget with a plan for significant
revision, if required, in year two. By holding back $310 million in a supplementd ending
balance from the second year funding lwels, we maintain the flexibility needed to address
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another financial downturn should it occur between June 30 of this year and the stan of the
February 2012 session. If revenue is stable or up, the supplemental ending balance can be
returned to the funding levels for year two of the budget, with flexibility to adust if needed
to address specific needs. If revenue is down, the supplemental ending balance will serve as a
financial reserve to provide stability to the state's programs and services.'

The Oregon leaders' concern for the accuracy of their state's revenue forecasts is not unusual.
Speaker Robbie \fills of fukansas attributed his state's change to annual budgeting in 2009 panly to
the difficulties of forecasting revenues as far in advance as biennial budgeting requires. Speaker'\tr7ills
noted the special problems termJimited legislators encountered with biennial legisladve sessions and
budgets: inadequate oppornrnity to familiarize themselves with the budget and the pto..ss.'

Changes have not all been in one direction, however. A few states have moved from annual to
biennial budgeting over the past 20 y€ars or have changed back and fonh, because ofpanisan
politics, uncenainty as to which worked befter, or both. Connecticut returned to biennial budgeting
in 1991, reversing the decision lawmakers made to adopt annual budgeting when the state began
annual legislative sessions in I97I. luizonamade a gradual transition from annual to biennial
budgeting in the 1990s, and completed the process with the enactment of a biennial budget in 1999.
Then, in 2002, it shifted to a bifurcated system under which larger agencies receive annual budgets
while biennial budgeting continues for smaller agencies. Kansas uses a similar system. All changes are
listed in Appendix 1.

Biennial budgeting states generally enact separate budgets for mro fiscal years at once. True biennial
budgeting-enacting a single two-year budget-is rare, although still practiced in Nomh Dakota and
'Wyoming (table 1). Nonh Dakota has biennial sessions as well. Although the'Wyoming legislature
meets annually, in the tlbudgetyear its session is scheduled for only 20 days. Oregon also has

enacted a consolidated biennial budget in the recent past, but the co-chairs' proposal for the 20Il-
2013 biennium breals out proposed appropriations for the two fiscal years separately.n

Table 1 classifies states according to their budget schedules. It indudes Arizona and Kansas as annual
budget states based on the preponderance oftheir budget.
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