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State and Local Revenue and Spending: 
How Louisiana Compares Post-Katrina

Executive Summary

A national comparison of state and local budgets highlights the impact of Hurricane Katrina on Louisiana’s 
relative revenue and spending levels. Louisiana experienced extraordinary budget growth due to the economic 
effects of recovery spending and exceeded the national and Southern averages for per-capita revenues and 
expenditures by 2007. 

This report examines the most recent 10-year period for which U.S. Census Bureau data are available – 1998 
to 2007. The 2007 data were released in late 2009. PAR periodically publishes reports and analysis of the 
census of governments data to add context to public debate surrounding Louisiana’s taxing and spending levels. 
These data capture the effects of the fi rst two years of disaster recovery revenue and spending, but do not show 
Louisiana’s relative position for more recent years as recovery spending slowed, oil prices fell, and the effects of 
the national recession began to be felt. 

The expenditure data show that Louisiana’s 2007 per-capita expenditures were higher than the Southern 
averages in the areas of public welfare, hospitals, housing and community development, highways, police, 
corrections and interest on general debt.  Louisiana’s per-capita spending levels were below average in health 
care (excluding hospitals), higher education, and elementary and secondary education. At fi ve times the national 
average, the state’s housing and community development expenditures alone, which directly relate to federally 
funded recovery spending, accounted for more than the $404 gap between the Louisiana and U.S. overall per-
capita spending rates in 2007. 

A major element of state and local government spending is public employment. Louisiana had a higher rate 
of public employment than the national average. However, the pay levels were lower - although catching up. 
The average pay rate grew more quickly in Louisiana than it did elsewhere over the decade between 1999 
and 2008. The state’s high public employment levels combined with rising pay contribute to high spending in 
categories like hospitals and corrections.

On the revenue side, Louisiana’s total state and local general revenues per capita rose at about the same rate 
as elsewhere until Hurricane Katrina. After Katrina, Louisiana’s per-capita revenues began growing faster than 
the national and Southern averages and even exceeded the U.S. average. Similar to the comparative rise in the 
state’s spending rate, overall per-capita revenue rose due to recovery-related spending and an infl ux of federal 
disaster aid. The state’s revenue rate from federal sources rose from 103 percent of the national rate in 1998 
to 196 percent of the national rate in 2007. Louisiana’s per-capita tax collections were above the Southern 
average in the general sales, individual income and corporate income categories, and below the South in the 
property tax category.

These data refl ect signifi cant growth in Louisiana’s public sector due to the effects of spending and revenue 
collections related to disaster recovery. However, it is unlikely the state will sustain the high spending and revenue 
levels evident in the 2007 data. The back-to-back crises of hurricane disaster and economic recession have 
presented both new challenges and new opportunities in public fi nance that are continuing to evolve.  It remains 
to be seen whether the state will resume the per-capita spending trend line that placed it squarely between the 
Southern and national averages for most of the decade prior to Katrina.
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Introduction

The U.S. Census Bureau regularly conducts a 
survey of state and local government revenue and 
expenditure data. The latest data available were 
released in September 2009 and are for fi scal year 
2007. Despite this lag, comparing state and local 
budgets is useful to place government spending 
in a Southern and national context and to track 
departures from trends and priorities over time. 

For a meaningful comparison of government 
revenues and expenditures by state, it is necessary 
to combine state and local amounts, because a given 
budget category can be a state, local or shared 
responsibility. 

This report covers the most recent 10-year period 
for which data are available – 1998 to 2007. These 
data capture the initial fi scal impact of the storms of 
2005, which triggered an extraordinarily high level 
of non-recurring revenues and expenditures. As more 
data become available, they will refl ect the impact 
of dwindling recovery spending and other budget 
shifts due to the national recession. 

The decade under study ends just prior to the current 
recession that is affecting state and local budgets 
nationwide. The current position of Louisiana among 
the states on various budgetary measures cannot be 
determined and the latest data available precede 
Louisiana’s state budget contraction that began in 
2009. Declining mineral revenues, income taxes and 
sales taxes combined with the implementation of 
signifi cant personal income tax breaks have required 
major cuts to the higher education and health care 
budgets. The effect of these changes combined 
with the massive infl ux (and impending withdrawal) 
of federal economic stimulus funding will certainly 
affect the state’s relative position among the states 
as comparative data for more recent years become 
available.

It will be at least two years before the Census data 
catch up to the recession period and a reliable 
comparison can be made across the 50 states.  
However, it is certain that Louisiana’s budget growth 
has been interrupted and the state will likely face a 

few years of declining budgets. It remains to be seen 
how those declines and the state’s response to them 
will compare to other states. 

It should be noted that Louisiana was one of only 
three states to lose population over the decade 
under study. With a population decline of just over 
67,000 residents, the state suffered a 2 percent 
decrease, which is a special circumstance to consider 
when evaluating the per-capita comparisons.  All 
else being equal, the population drop relative to 
growth elsewhere would lead to infl ated per-capita 
measures for Louisiana. The Southern region gained 
almost 12.5 million residents (13 percent growth) and 
the nation gained nearly 25.5 million residents (9 
percent growth).

Expenditures

The most reliable and uniformly collected data 
available show that Louisiana spent more than the 
nation and the South on a per-capita basis in 2007 
and that this extraordinary growth trend is due to the 
effects of Hurricane Katrina.

Louisiana ranked fi rst in the South and 14th highest 
in the nation (including the District of Columbia) in 
state and local spending per resident in 2007 (see 
Table 1). The state’s ranking 10 years prior, in 1998, 
was second in the South and 29th in the nation. The 
expenditure categories outlined in Table 1 include 
direct general spending and other categories that 

Figure 1. State/Local Per-Capita Spending Trend

NOTE: Census data are unavailable for 2001 and 2003, so the amounts for 
those years are interpolated. 
SOURCE: U.S. Census Bureau data and PAR calculations
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make up 79 percent of Louisiana’s direct general 
spending total.  

Figure 1 compares the trend line for state and local 
per-capita expenditures for Louisiana, the U.S. and 
the South. Over most of the decade between fi scal 
years 1998 and 2007, Louisiana’s budget growth 
kept a fairly steady pace with the other states, 
and its spending rate consistently fell between the 
Southern and U.S. per-capita averages. Hurricane 
Katrina hit just after the start of the 2006 fi scal 
year, which is when public spending in Louisiana fi rst 
exceeded the national average.  

Direct general spending per capita for Louisiana 
had been 94 percent of the national average in 
1998, but rose to 105 percent by 2007. These data 
refl ect expenditures from all sources of revenue, 
including federal disaster aid. At the mid-point of the 
decade under study, 2002, Louisiana’s direct general 
expenditure growth was slowing and had dropped to 
89 percent of the national per-capita average and 
almost as low as the Southern average.

The real-dollar trend line for Louisiana per-capita 
spending is also shown on Figure 1. Fifty-one percent 
of the expenditure growth from 1998 to 2007 is 
explained by consumer price infl ation. 

Louisiana’s overall per-capita spending was 118 
percent of the Southern average in 2007. The state 
exceeded the South in spending for public welfare, 
hospitals, housing and community development, 
highways, police, corrections and interest on general 

debt. Louisiana’s comparative spending levels were 
below the Southern and national averages in health 
care (excluding hospitals), higher education, and 
elementary and secondary education. 

The state’s per-capita spending on housing and 
community development stands out as being almost 
fi ve times higher than the national average. At 
$601 above the national average, this expenditure 
category alone more than explains the entire $404 
gap between Louisiana and the national average. 
One of the main conduits for this non-recurring 
infusion of federal disaster aid was through the state 
and local offi ces of community development.  Table 
2 shows that housing and community development 
spending had been growing but still was well below 
the national level prior to 2007, when much of the 
Road Home homeowner recovery grant funding was 
paid out. 

LA Per-
Capita 

Amount

U.S. Per-
Capita 

Amount

LA as 
% of 
U.S.

1998 $       49.47 $         89.53 55%
1999 57.01 90.43 63%
2000 67.65 94.23 72%
2002 82.75 109.91 75%
2004 107.42 127.13 84%
2005 114.63 135.38 85%
2006 124.26 140.82 88%
2007 753.74 152.56 494%

Table 2. Per-Capita Spending on Housing and 
Community Development, 1998 – 2007

NOTE: Data for 2001 and 2003 are unavailable. 
SOURCE: U.S. Census Bureau data and PAR calculations

1998 2005 2007
Per-Capita 

Amount
LA as % of 

U.S.
Per-Capita 

Amount
LA as % of 

U.S.
Per-Capita 

Amount
LA as % of 

U.S.
  Direct General Expenditures $ 4,473.46 94% $ 6,347.75 93% $ 7,907.28 105%

Higher Education 382.07 93% 528.77 86% 615.42 91%
Elementary and Secondary Education 965.39 84% 1,306.18 81% 1,499.32 84%
Public Welfare 661.28 89% 999.18 82% 1,110.30 87%
Hospitals 564.34 224% 701.69 200% 651.94 166%
Health 100.57 62% 154.49 69% 170.29 69%
Highways 316.46 100% 396.97 93% 506.10 105%
Police 173.15 95% 235.76 94% 277.06 99%
Fire   57.06 78% 94.80 91% 108.93 89%
Corrections 121.93 79% 210.38 105% 244.73 108%
Interest on General Debt Payments 214.13 92% 269.21 98% 323.75 105%
Housing and Community Development  49.47 55% 114.63 85% 753.74 494%

Table 3. Per-Capita Spending Change by Category, Pre-Katrina and Post-Katrina

SOURCE: U.S. Census Bureau data and PAR calculations
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Table 3 shows the 10-year change in per-capita 
spending for the major expenditure categories. 
Calculations of the Louisiana spending rate as a 
percentage of the national average are shown 
for each category. The pre-Katrina changes from 
1998 to 2005 and the post-Katrina changes from 
2005 to 2007 are shown. In the top fi ve highest 
spending categories (higher education, elementary 
and secondary education, public welfare, hospitals 
and highways) the state’s per-capita spending had 
been falling in comparison to the national average 
until 2005. Spending surpassed the national average 
between 2005 and 2007 in four categories – 
highways, corrections, interest on debt and housing.

Public Employment

One major element in government spending is public 
employment. The latest data available from the 
U.S. Census Bureau are for FY 08. Louisiana ranked 
10th nationally in 2008 for its number of state 
and local employees per 10,000 citizens. Table 4 
presents a comparison of Louisiana and national 
public employment levels by category. Louisiana’s 
higher ratio of public employees to residents can 
be attributed to a high level of employment in the 
education and hospitals categories, and, to a lesser 
degree, police and corrections categories. 

Nationally, 548 full-time equivalent (FTE) employees 
for every 10,000 residents worked for state and 
local governments, while the rate in Louisiana was 
640. Trend data show that the Louisiana public 
employment rate ranged between 11 percent and 
20 percent above the national rate during the 
decade between 1999 and 2008. State-only public 
employment grew by 9 percent from 2007 to 2008.

It should be noted that the U.S. Census Bureau has 
added a cautionary note to the 2006 data that 
says, “In certain areas, the 2005 weather disasters 
in Louisiana and Mississippi resulted in response 
rates for the local governments that compromised the 
statistical accuracy in those areas.”

While Louisiana had a higher rate of public 
employment, the pay levels were low compared to 
other states - but catching up. In 2008, the state’s 
average FTE monthly salary was $3,314 compared 

to the national average of $4,067 and the Southern 
average of $3,536. The state and local pay rates in 
Louisiana were 94 percent of the Southern average 
and 81 percent of the national average (see Table 
5). Data show that the average pay rate in Louisiana 
grew more quickly that it did elsewhere over the 
decade between 1999 and 2008. The state’s high 
public employment levels combined with rising 
pay contribute to high spending in categories like 
hospitals and corrections.  

Function U.S. LA Difference 
LA - U.S.

All Functions 548 640 92
Education

Education Total 293 318 25
Elementary & Secondary Education Total 226 237 12
Elem & Sec Instructional Employees 157 165 8
Elem & Sec Other Employees 68 72 4
Higher Education Total 65 67 3
Higher Ed Instructional Employees 22 23 1
Higher Ed Other Employees 43 44 2
Other Education 3 13 10

Other Functions
Financial Administration 13 14 1
Other Government Administration 10 12 3
Judicial and Legal 14 16 2
Police Protection Total 31 42 11
Police Offi cers Only 23 32 9
Other Police Employees 8 10 2
Fire Protection Total 11 13 2
Firefi ghters Only 11 13 2
Other Fire Employees 1 0 (1)
Corrections 25 33 8
Highways 18 23 6
Air Transportation 2 1 (1)
Water Transport and Terminals 0 1 1
Public Welfare 17 16 (2)
Health 15 13 (2)
Hospitals 33 73 40
Social Insurance Administration 3 2 (1)
Solid Waste Management 4 3 (1)
Sewerage 4 5 0
Parks and Recreation 9 12 3
Housing and Community Development 4 2 (2)
Natural Resources 6 13 7
Water Supply 6 5 (1)
Electric Power 3 2 (1)
Gas Supply 0 1 0
Transit 8 1 (7)
Local Libraries 4 5 1
State Liquor Stores 0 - (0)
All Other and Unallocable 15 14 (1)

Table 4. State/Local Government FTE Employment 
per 10,000 Population, March 2008

SOURCE: U.S. Census Bureau data and PAR calculations
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Revenue

Trend data show Louisiana’s total state and local 
general revenues per capita rising at about the same 
rate as elsewhere until Hurricane Katrina when the 
state’s per-capita revenues jumped quickly above the 
South and the U.S. (see Figure 2). 

Per-capita general revenue rankings (see Table 6) 
place Louisiana sixth in the nation (up from 30th 
in 1998) and fi rst in the South (up from second in 
1998). But, similar to the comparative rise in the 
state’s spending rate, the overall per-capita revenues 
rose due to an infl ux of federal disaster dollars. 
State and local revenue from federal sources rose 
from 103 percent of the national average in 1998 to 
196 percent in 2007. The rise in per-capita revenues 
from the general sales tax and individual and 
corporate income taxes can also be explained by 
economic activity related to storm recovery.  

Own-source revenue includes the major categories 
of taxes and charges and miscellaneous general 
revenue. Charges and miscellaneous general revenue 
include, for example, public hospital patient fees and 
college tuition. 

The growth in Louisiana’s own-source revenue is 
mostly due to a rise in tax collections. State and 
local per-capita tax collections nearly doubled over 
the course of the decade under study, and they 
rose above the Southern average. The per-capita 
tax collection rate was 96 percent of the Southern 
average in 1998 and rose to 111 percent in 2007. 
Louisiana’s per-capita taxes remained below the 

national average, but rose from 81 percent in 1998 
to 95 percent in 2007.  

The tax category includes, but is not limited to, 
property, general sales, motor fuel, individual income 
and corporate income taxes. Table 6 shows that 
Louisiana was above the Southern rate in general 
sales, individual income and corporate income 
taxes, and the state was below the Southern rate in 
property taxes. Despite being above the Southern 
per-capita rate on both, the state ranked high on 
the sales tax (fi rst in the South, fourth in the nation) 
and low (10th in the South, 35th in the nation) on the 
individual income tax. Note, however, that Florida 
and Texas do not collect an individual income tax so 
the Southern average is depressed by those high-
population states. 

Sales tax collections per capita over the decade 
rose by 77 percent in Louisiana, a much faster rate 
than elsewhere. An even larger distinction is evident 
in the income tax growth rates. Individual income 
tax collections rose by 125 percent in Louisiana 
compared to 49 percent in the South and 51 percent 
nationally. Louisiana’s departure from the averages is 
related to recovery-related spending and happened 
only after 2005. The 2008 and 2009 reversal of 
the Stelly Plan tax swap, combined with the effects 
of the sharply reduced disaster recovery spending 
and the national economic recession, has slowed the 
growth of the tax collections and will be evident 
when newer data become available.  

1999 2008 10-year % 
change

LA $     2,302 $     3,314 44%
SOUTH 2,541 3,536 39%
US 2,976 4,067 37%

LA as % of South 91% 94%
LA as % of U.S. 77% 81%

Table 5. Average Monthly FTE Employee Pay,
1999 and 2008

SOURCE: U.S. Census Bureau data and PAR calculations

Figure 2. State/Local Per-Capita Revenue 
Collections, 1998 - 2007

SOURCE: U.S. Census Bureau data and PAR calculations
NOTE: Census data are unavailable for 2001 and 2003, so the amounts for those 
years are interpolated.
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Conclusion

These data refl ect signifi cant growth in Louisiana’s 
public sector due to the effects of spending and 
revenue collections related to disaster recovery. 
It is unlikely the state will sustain the relative high 
spending and revenue levels evident in the 2007 
data. Prior to the decade under study, Louisiana’s 
public spending and revenue collection levels were 
generally within the 10 percent range above the 
Southern average and below the national average. 
After 2005, those levels grew more quickly than the 
rest of the nation, rising above the national average 
and even further above the Southern average. 

Growth in spending is also evident in the public 
employment data, which show that Louisiana state 
and local governments continue to employ more 
people and their pay rates are rising closer to the 
Southern and national averages. 

The back-to-back crises of hurricane disaster 
and economic recession have presented both new 
challenges and new opportunities in public fi nance 
that are continuing to evolve.  It remains to be seen 
whether the state will resume the trend line that lay 
between the Southern and U.S. tax and spending 
averages for most of the decade prior to Hurricane 
Katrina.   


