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Overview: State fiscal and economic challenges
! 10+$years$later$states$still$feeling$the$pain$of$the$Great$Recession

! State7local$taxes$only$13.4%$above$prior$peak
! Variables$that$drive$revenue$hit$harder$than$broader$economy,$harder$than$before
! State$government$tax$recovery$is$weak$and$slow

! Sales&taxes:$above$pre7recession$level,$but$stagnant
! Personal&income&taxes:$stronger$recovery,$but$quite$volatile
! Corporate&income&taxes:$NO recovery
! Local&property&taxes:$continued$but$soft$growth

! Oil$&$coal7dependent$states$hit$hard
! Declines$in$taxes$&$employment

! Growing$uncertainty$due$to$TCJA$and$other$federal$policies
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State taxes & the economy: 
States taxes are far more volatile
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Sources: U.S. Census Bureau (tax revenue) and Bureau of Economic Analysis (GDP).
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State Tax Revenues vs. State GDP: 
Growth disparity & large disparities among the 
states
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State & local government tax revenues:
Only 13.4% above prior peak
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Volatile income tax; weak sales tax; stagnant 
“other” 
taxes; corporate incomes taxes still below prior 
peak
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State taxes, adjusted for inflation & population 
growth, 
still below pre-recession in 22 states

WWW.TAXPOLICYCENTER.ORG 8

Percent'change
<"10%
"10%&to&0%
0%&to&10%
>&10%

Percent'change'in'4-quarter'moving'average'of'state'tax'revenues,'2018q1'vs'2007q4
Adjusted for'inflation'&'population'change'(U.S.'average'='2.9%; U.S.'median'='2.5%)

MI

VT

FL

OH

WV

AZ

CA

WI

NV

HI

PA

TN

MN

AR

IN

MO

ME

IA

MS

IL

VA

AK

GA

NM

OR

NY

KY

AL

NH

KS

ND

OK
SC

SD

NE

NC

ID

CO

MT

WA

TX LA

UT

WY

RI

MA

MD

NJ

CT

DE



State government sales taxes: 
Recovery is extremely weak
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State sales taxes: Actual collections vs. forecasts
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Sales tax base & collections: 
Shift to services
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Substantial recovery in energy goods; 
modest growth in sales tax
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State government personal income taxes:
Stronger recovery, but volatile
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State personal income tax revenue since the start of the recession
Four-quarter moving average, adjusted for inflation
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Sources: U.S. Census Bureau (taxes) and Bureau of Economic Analysis (GDP).
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State personal income taxes: Actual collections vs. 
forecasts
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April-May income tax revenues: Actual collections vs. 
forecasts
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Income shifting & capital gains
! In#concept,#taxpayers#can#shift#many#kinds#of#income,#but…:

! “Regular”#wages#– not#so#easy#@ work#less#now,#more#later
! Bonus#wages#– easier#– firms#could#shift#out#of#Q4#into#Q1#or#vice#versa
! IRA#distributions#– maybe#not#so#hard
! Dividends#@ boards#of#closely#held#firms#could#delay#payouts
! Capital#gains#@ easiest#@ defer#stock#sales#(rearrange#assets)K#concentrated#– 70%#of#cap#
gains#claimed#by#just#0.7%#of#taxpayers
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Capital gains are loosely related to the stock market
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State personal income taxes:
Shortfalls last April; windfalls (?) this April
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Withholding Was Substantially Stronger in January 
& April
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Large volatility in estimated payments
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State government corporate income taxes:
There is NO recovery
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State corporate income tax revenue since the start of the recession
Four-quarter moving average, adjusted for inflation

1990 2001 2007

Sources: U.S. Census Bureau (taxes) and Bureau of Economic Analysis (GDP).
Notes:  4-quarter moving average of inflation-adjusted tax revenue. Data are shown only until the start of the next 
recession.



State corporate income taxes: Actual collections vs. 
forecasts
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Local government property taxes:
Continued growth
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Local government property tax revenue since the start of the recession
Four-quarter moving average, adjusted for inflation
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Sources: U.S. Census Bureau (taxes) and Bureau of Economic Analysis (GDP).
Notes: 4-quarter moving average of inflation-adjusted tax revenue. Data are shown only until the start of the next 
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Continued growth in housing prices & local property 
taxes
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Growth in housing price indexes since the pre-
recession peak: Large state disparities
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Oil & trouble
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Oil & coal states: State tax revenues rebounding 
after 7 consecutive quarterly declines
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Oil & coal states: 
Despite recovery, state taxes still below 2015 Q1 
levels
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Oil & coal states: 
Employment is also still below peak levels
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Recap: Slow revenue recovery & growing revenue 
volatility
! The$revenue$recovery$is$weak$&$prolonged$compared$to$previous$recessions

! Differing$fiscal,$tax$&$economic$structures$play$important$roles$

! State$tax$revenues$increasingly$more$reliant$on$economically$sensitive$taxes

! Income$taxes$rely$more$heavily$on$volatile$income$– capital$gains,$bonuses

! Sales$tax$bases$are$eroding$(taxation$of$goods$&$services$sold$over$the$Internet)

! Many$services$hard$to$tax:$politically,$legally,$administratively

! SingleDyear$cash$balance$is$the$goal$(gimmicks,$oneDtime$solutions)

! Demographic$changes$and$taxes

! No$serious$multiDyear$financial$planning

! Higher$reliance$on$more$regressive$taxes
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Thank you!

Lucy%Dadayan
ldadayan@urban.org

October%8,%2018
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