States’ Tax Receipts Fell Sharply In Latest Quarter

Sales tax receipts were down
sharply during the most recent
quarter, representing what is
likely to be their biggest decline
in more than six years, according
to a new report that highlights a
widening fiscal crisis in state
government.

The Center for Budget and
Policy Priorities surveyed data
from revenue departments for
15 states that had available fig-
ures, and found the median state
experienced an inflation-adjust-
ed 5.5% decline in total tax rev-
enue during the quarter that
ended in September. Total rev-
enue was down in 14 of 15
states, after adjusting for infla-
tion.

The organization, a liberal
think tank based in Washington,
estimates states will face a total
budget gap of $100 billion or
about 15% of their budgets by
fiscal 2010, which starts in the
middle of next year.

The decline in state tax
receipts has potentially broad
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economic significance. The fed-
eral government is expected to
keep spending relatively steady
to prop up the failing economy.
But states generally have rules
requiring balanced budgets, and
so must either cut spending or
raise taxes — both the opposite
of what many economists,
including some deficit hawks,
say is needed during the current
economic downturn.

In addition, states often take
measures that exacerbate the
difficulties created by the

Fiscal Project. “Furloughing
teachers, or cutting reimburse-
ments to Medicaid providers, or
cutting grants to nonprofit social-
service providers or raising tuition
at public colleges, these are all the
things that take dollars out of
families’ pockets, and that’s
money they can’t spend in their
local economies.”

The new report found that
states reported a median, infla-
tion-adjusted decline of 7.3% in
sales tax revenue, driven by the

recession, such as tight-
ening Medicaid eligibili-
ty at a time when work-
ers lose their jobs and
health insurance.

Cuts in state spending
“will take demand out
of the overall economy
and worsen the econom-
ic downturn,” said
Nicholas Johnson, co-
author of the Center’s
new paper and director
of the group’s State
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drop in consumer spending.
Personal income tax revenue,
which had kept growing until
recently, was down 2% in the
median state, after being adjusted
for inflation, the report found.
The drop in personal income
taxes was driven by mounting job
losses, which last month
increased at the fastest pace in
five years, according to the Labor
Department.

The state reporting the biggest
decline in tax revenue was
Washington, which had an infla-
tion-adjusted drop of 11.3%.

More broadly, the report found
that 39 states have publicly

announced budget problems for
the current fiscal year or are pro-
jecting them for next year.

In California, for example, offi-
cials are looking to plug an esti-
mated $3 billion shortfall this
year-out of a total budget of $103
billion, said H.D. Palmer, a
spokesman for the state’s
Department of Finance. In
Pennsylvania, Gov. Ed Rendell
last month ordered a statewide
4.25% cut in most departmental
budgets.

Chris Edwards, Director of Tax-
Policy Studies at the libertarian
Cato Institute, said the recession
should prompt states to tighten

General Fund Tax Collections
Fiscal Year 2008-2009

their belts and overhaul pro-
grams. “Private companies do it
all the time, and | think it's bene-
ficial,” he said. “Recessions come
and go-we survive.”

(This article is reprinted from the
Friday, October 25, 2008 issue of
The Wall Street Journal.)

Comparison of Official Estimate with Actual Revenue by Month

Revenue Deficit for Month of

Ociober S283.4 Million

S Thousands

Sanals Appropristions Committee, Gibson E. Armstrong, Chairman

[717) 787-653F

Pennsylvania Senate Appropriations Committee

Room 281 Main Capitol

Harrishurg, PA 17120




m 'nw Mmﬂlly Rw NOVEMBER 2008 * PAGE 3

200
Year to Date Revenue Comparison with Governor's Estimate
150
100 { an I ]I Fiscal vurll |I 2009 E
50
0
-100
-150
Revenue Deficit
.E AL Through October $564.8 Million
H -250
Ll
=300
-350
=400
-450
=500
=550
-800
550
Sep

Lottery Fund
Fiscal Year 2008-2009
Comparison of Lottery Ticket Deposits with Last Year

Year-to-Date Lottery Collections Are
£2.9 Million Above Last Year

Sanate Appropriations Committse, Gibson E. Ammstrong., Chainman

Pennsylvania Senate Appropriations Committee « Room 281 Main Capital » Harrishurg, PA 17120 = (717) 787-6535




NOVEMBER 2008  PAGE 4

Appropriations Committee Monthly Revenue Report

Friday, October 31, 2008 Revenue {Dollars in Thousands)
2007-08 Far the month of October For the year through October
thru Official Surplus Official Surplus
Account: October Revenue Estimate Deficit Revenue Estimate Deficit
CORPORATE TAXES:

Clearing Account 340 (55,168 %0 $5,168) £5,454 50 §5.454

Corp. Net Income $580,054 501,820 5132400 ($40.471) 5517,956 $588.400 (570,444)

Cap. Stock & Franchise $2B0,316 543710 $58,700 [514,990) §221,330 $280,400 {858,070)

Gross Receipts 52,852 5356 $1.200 (5B44) 58,426 56,300 52,1268

PURTA §2 262 $1,128 5400 728 $1,755 $2,200 [5445)

Insurance Premiums 31,280 5106 $600 (54594 $1.280 52,200 (5820

Financial Institutions $10,186 $88 $100 ($11) £5.417 $3,100 §2.317

(iher Selective Bus, Taxes 52,981 3517 $600 {583) 52970 52,800 5179

|CORPORATE TAX TOTAL $880,051 $132,668 §194,000 {$61,332) £764 596 $885,400 (§120,804)
|consumPTioN TAXES:

Sales, Use & Occupation Tax 52931477 5734054 5764100 ($30.048) 52,027,705 53,018,900 |551,1685)
-Motar Viehicle Sales §405,237 367,146 99,500 152,354 345,708 £385,800 ($0,082)
-General (net of transfars) 52,526 241 $636,909 5854 600 (527 .601) 52,540,997 32623100 ($82,103)

Cigarette Tax $262,101 $70,371 62,300 $8.071 $265,180 £269.100 (53,840

Mah Beverage Tax 39,743 52,307 52,100 5207 $0.550 59,400 $150

Liquor Tax £71,350 £18,675 $20,600 (51,825 §74.428 £76,300 (54 .872)

JCONSUMPTION TAX TOTAL 53274 882 $825.407 $840,100 r ($23,693) $3,276.852 $3,376,700 (599,848)
|oTHER TaxES:

Personal Income Tax $2,003,827 £730,150 §744,400 (§14,250) $3,084,197 3,156,800 (§72,403)
“Withheld PIT 32 452 X2 $611,169 5840 800 (520.431) 52,511,540 %2 571,200 (559,260)
-Quarterly & Annual PIT 5541, 565 5118 882 103,800 515,182 5572257 55085400 (513,143)

Realty Transfer Tax $182.458 $20,249 £37.200 {&7,951) $132 904 $156,300 [§23,398)

Inhenitance & Estate Tax 277,653 366,700 75,700 58,000) 5270,250 $202.800 (522 550)

Minor & Repealed §827 {§122) §100 (§222) $929 $1,000 (71}

LD11~IEFI TAXES TOTAL _sa.m.ws $825.97T S85T.400 " {531.&13!- $3,488,279 $3,606,700 (§118.421)
GENERAL FUND TAXES 57,600,188 1,784 052 51,800,500 (5116.448) $7.528.727 7,868,800 (5338,073)
MON-TAX REVENUES $160,635 (§135 056) $31,900 (5166 858 (§121,825) $103.800 (§225 725)
GENERAL FUND 57,780,833 §1,648,996 $1,932,400 v (5283, 404) 57,407 802 §7.972,600 ($564,TOB)
MOTOR LICENSE FUND:

Liquid Fuels Tax $202 960 $54,309 $48,385 §7.6924 5142 350 $160,865 (518 498)

Fueis Use Tax 554 420 $11,335 513,740 (52.405) 555,045 556,440 {$1,3085)

Motor Carriers Road Tax 58,318 $3.293 $2.460 $833 §11,448 $8,020 52419

Alternale Fuels 5515 33 520 ¥ $13 587 580 57

Clearing Account $0 50 $0 %0 {0 50 (309

Gross Receipts Tax 50 50 so ¥ 50 (50 50 (50)

0l Company Franchise Tax $156,023 $34,684 §31,880 52,804 $166,243 $160,980 5,263

Licenses and Fees 5270224 866,757 $74,530 (57.773) 5272318 205,730 (523.412)

Vehicle Code Fines $16,268 $6,788 53,840 52,848 518,286 $17.400 5885

Miscellanaous $192.083 ($15.025) $8.320 ($23.345) $110.567 5147240 ($36.673)

MOTOR FUND £810,721 5162174 §181,275 (518,101) §776,364 $847,765 (§71,401)

Pennsylvania Senate Appropriations Committee

Room 281 Main Capitol

Harrishurg, PA 17120

[717) 787-6535




