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New England Public Policy Center:
Making A Difference A Different Way

Conducting and promoting objective, balanced,
high quality public policy analysis in New
England

Responding to analytical needs of the region’s
policymakers and their staffs

Constantly engaging policymakers, advisors,
advocates, thought leaders, reporters

Strengthening and encouraging our network of
policy analysts in New England who share our
goals



What's Different in Tax Behavior

NO LACK OF CREATIVITY IN THE PAST

-Medicaid “arrangements”
-Fees and charges

-“Wag the dog” tax reform (e.g. Connecticut in the early 1990s)

BUT SURCHARGES AND INCREASES IN STATUTORY RATES
ARE “OUT”



Why the Tax Creativity?

Obsolete revenue systems: (the usual suspect)

School Court Cases

Widening Inequality

Median male wage has fallen

Median voter iIs alienated




Figure 1
Growth in Income Inequality, 1967-2006
Average Real Household Income by Quintile and for Top
Five Percent
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Figure 2
Median Real Weekly Earnings per Worker by Sex
1979-2007
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Number of States

Figure 3
Number of States Enacting Changes in the Personal Income

Tax Rate
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Sources and notes: Data from 1990 to 2008 collected from the Fiscal Survey of the States, National Association

of State Budget Officers. Data collected for 1983 collected from the State Tax Guide for 1984. All other data
collected from The Book of the States.



Number of States

Figure 4
Number of States Enacting Changes in the
Corporate Income Tax Rate
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Sources and notes: Data from 1990 to 2008 collected from the Fiscal Survey of the States, National Association of State Budget
Officers. Data collected for 1983 collected from the State Tax Guide for 1984. All other data collected from The Book of the
States. Years with no bars indicate years when states did not enact a change in the tax rate. No data available for 1982.




Figure 5
Number of States Enacting Changes in the
Statutory Sales Tax Rate
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Sources and notes: Data from 1990 to 2008 collected from the Fiscal Survey of the States, National Association of State Budget Officers.
Data collected for 1983 collected from the State Tax Guide for 1984. All other data collected from The Book of the States. 1982 unavailable



Ratio of Enacted Revenue Changes over Total State

General Revenues
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Real Budget Percent Change

Figure 7
State Real Annual Budget Increases
Fiscal 1979-2008

Fiscal Year

Source: National Association of State Budget Officers
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Figure 8

Total Year-End Balance as a Percentage of

Expenditures, Fiscal 1979-2008
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Figure 9
Federal Outlays to State and Local Governments
Constant 2000 Dollars (Millions)
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Source: Budget of the United States Government Historical Tables, Fiscal Year 2009.
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Federal Outlays to State and Local Governments
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Figure 10
Federal Outlays to State and Local Governments
as Share of GDP
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Figure 13
Confidence in State Governments
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Figure 14
Trust and Confidence in Governments: Federal, State,
and Local (Gallup)

100

T | @ Federal Ml State llocal |

=) 90

o

S

< ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

= 1997-2007

T

. V. 70otp7T @O |- -—""""""""""""F—F" W -

° 5

w O

8 < T 7 N

5 S

Y o

U S

a0 .

C wn

©T 2

c

s &

Qo

0]

4

T

o

o

v

o
May Apr Jun May Dec Sep Sep Sep Sep Sep
1972 1974 1976 1997 1998 2001 2003 2004 2005 2007

Source and notes: Gallup polls. Respondents asked about each sphere of government separately. September
2001 results reported from survey administered prior to September 11*" attacks.



Figure 15
Trust and Confidence in Governments: Federal, State,
and Local (ACIR/Cole and Kincaid)
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Source and notes: Cole and Kincaid, 2006. Respondents asked about each sphere of government separately.
Data for 1987 and 1992 from surveys conducted by ACIR and reported by authors.



Figure 16
“From which level of government do you feel that you
get the most for your money?”
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Source and notes: Cole and Kincaid, 2006. Data through 1993 from surveys conducted by ACIR and reported by authors.




Figure 18
“In general, are you satisfied or dissatisfied with the way
things are going in the United States at this time?”
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Figure 19
General Mood of Country and Weekly Male Median Earnings
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Source and note: Gallup Polls and U.S. Bureau of Labor Statistics. Polling data represent averages of all individual polls conducted
within a given year. No polling data available for 1980. Median weekly earnings are converted to 2007 dollars using the CPI-U-X1.



Figure 20
Gubernatorial Elections in which Incumbent Party Lost
1970-1996
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Source and notes: Congressional Quarterly, 1998.
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Figure 21
Selected State and Local Tax Burdens
1959-2007
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Source and notes: U.S. Bureau of Economic Analysis, National Income and Product Accounts, Tables
1.14, 2.1, and 3.3. Corporate tax burden is corporate tax collections as percent of pre-tax corporate profits.

Other burdens are revenues as a percentage of personal income

2007



