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Recession Means Less Sales Tax 
Revenue Than in 2008 or 2009
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Presentation Notes
Other taxes are not making up for this slump



We’re Still In the Hole Created in 2006
In billion $ 2008-09 2010-11

5/06 fiscal 
note

11/09 Cash 
Report

5/06 fiscal 
note

11/09 Certification 
Estimate

Franchise tax 6.8 3.0 7.7 3.4
Tobacco tax 1.4 1.9 1.3 1.8
Used car, 
interest

0.1 0.0 0.1 0.1

TOTAL 
REVENUE

8.3 4.9 9.1 5.4

Cost of 
property tax 
cut

-14.2 -14.2 -14.9 -14.9

SHORTFALL -5.9 -9.3 -5.8 -9.5



LBB Best Case Scenario
Assuming revenue growth matches growth in expenses

Current 
Budget

2012-13 
Budget

General Revenue $75.0 billion $75.0 billion
ARRA $6.4 billion $0
Cash on hand $2.4 billion $0
Property Tax Relief 
Fund carryover

$3.0 billion $0

Permanent School Fund $0 $1.2 billion
Other adjustments $0.2 billion -
TOTAL GR BUDGET $87.0 billion $76.2 billion

GAP $10.8 billion



Budget Scenario for 2012-13
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Presentation Notes
At least $10 billion in new GR/Property Tax Funds needed to cover “current services”, plus $7 billion to replace federal ARRA with General Revenue. 
Requires a 9% biennial increase in GR/PTF revenue and draining the Rainy Day Fund. 
General Govt, Judiciary, Public Safety, Natural Resources, Business and Econ. Dev., Regulatory Agencies, General Provisions, and Legislature

Cuts proposed so far:  5% for HHS would reduce GR spending by $304 million, federal by $242 million — total is over half a billion

Prisons:  alternatives to incarceration; treatment, education, Correctional Industries




Cuts to 2003 Budget: $1.4 billion
Cost shifting: $1.0 billion

“Smoke and mirrors”: $1.2 billion

Rainy Day Fund: $1.3 billion

Federal Fiscal Relief: $1.4 billion

Revenue Measures: $1.8 billion

Cuts to 2004-05 Budget: 

$7.5 billion

Estimated 
General 
Revenue 

Shortfall of 
$15.6 billion

2004-05 State Budget Was Balanced 
Through Cuts AND Revenue
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Presentation Notes
2003: comptroller’s revenue estimate forecast a revenue drop of $7.4 billion (compared to GR spending in 02-03).  CPPP estimated that another $8 billion or so was needed for current services GR spending in HHS (using HHSC consolidated budget) and education.  Using LBB numbers, there was at least a $12 - $13 billion gap




A Balanced Approach Is 
Essential for Economic Recovery

• Every dollar of state spending 
generates $1.41 of economic activity

• 88¢ of that activity is in private sector
• Raising taxes reduces economic activity 

but cutting spending hurts even more
• So far 30 states have addressed  

shortfalls in part by increasing taxes 



Funding a Balanced Approach:
Easy Money

Potential Revenue for 
2012-13

Economic growth with no 
change in revenue system

$800 million for 
each 1% growth

Smoke and mirrors
Payment delays, etc

$1.5 billion



Funding a Balanced Approach:
Spend the Rainy Day Fund

Potential Revenue 
for 2012-13 
Biennium

Beginning balance $8.2 billion
Growth during 2012-13 $1.4 billion

TOTAL RDF AVAILABLE $9.6 billion



Funding a Balanced Approach

• Eliminate exemptions
• Raise existing taxes
• New taxes
• Structural changes



Protecting Working Families
From Tax Increases

• “Working Families Tax Rebate” enacted by State 
of Washington in 2008

• Adds 10% to federal Earned Income Tax Credit

• Available to working families with up to $43,300 
annual income (3 or more kids)

• 2.4 million Texan families received EITC in 2007 
– 21% of income tax filers

• 10% of EITC would average $225 per family at 
cost of $540 million a year



Use of This Presentation

The Center for Public Policy Priorities encourages you to reproduce and distribute these slides, which 
were developed for use in making public presentations. 

If you reproduce these slides, please give appropriate credit to CPPP.

The data presented here may become outdated.

For the most recent information or to sign up for 
our free E-Mail Updates, visit www.cppp.org 
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