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State revenues and recessions, part one

This recession has hit state government finances hard. Just how hard is the subject of The Nelson A. Rockefeller
Institute of Government's October State Revenue Report.

"Total state tax collections as well as collections from two major sources—sales tax and personal income—all
declined for the third consecutive quarter. Overall state tax collections in the April-June quarter of 2009, as
reported by the Census Bureau, declined by 16.6 percent from the same quarter of the previous year. We have
compiled historical data from the Census Bureau Web site going back to 1962. Both nominal and inflation
adjusted figures indicate that the second quarter of 2009 marked the largest decline in state tax collections at least
since 1963."

The chart below, which is a part of the report, highlights how steeply state revenues have declined during the

current recession as compared with previous recessions:

Figure 3. State Tax Revenue Is Heavily Influenced By Economic Changes
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The data are the sum of all states. How does the Southeast compare with the overall picture? Not very well.

According to the report,

"One way to gain insight into which states have been hurt most by this crisis is to compare current tax revenue to
its recent peak — a period that is different in different states. For this analysis, we determine a peak tax revenue
year for each state, defined as the year ending between June 2006 and June 2009 period that has the greatest tax
revenue, after adjusting for inflation and population growth. States hit hardest by the housing bust, such as
Arizona, California, Florida, and Nevada, generally attained peak tax revenue in 2006 and have been heading

downbhill since then."
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The table below lists states in order of how deep the tax revenue decline has been:

Tablo 12. Porcont Change Iin Roal Por-Capita State Tax Revenue from Rocont Poak to Prosont

Recent peak Period ending April-June 2009
State Porlod ending Sum for 4 Sum for 4 % change from
April~June of: Quarters Quarters recent poak
Alosso 2008 11,483 7.254 (36 .8)
Flornda 2000 24006 1744 (27.9))
Anzona 2006 2,082 1,658 (20 4y
South Carolinn 2007 2,084 1,650 (20 4)
oo 2007 2074 1,850 (20 0)
Vigia 2007 2588 2,110 (18.2)
Utoh 2007 2414 1976 (18.2)
abo 2007 2,408 207 (r.v
Noh Corcdng 2007 2,642 2207 (16.5)
Novoda 2006 2,705 2263 (163
Doloware 2000 3813 3.103
Cakforrso 2000 3,300 2807
Neow Mexoo 2007 2 2345
Oregon 2000 2.245 1 9aa
Connecticut 2008 3,907 330
Colorado 2007 2003 1.740
Now Jorsoy 2008 3607 3138
Massachusatts 2000 3440 3,000
Tonnasseo 2007 1043 1,603
Hawon 2007 4172 3.045
Wisconsn 2008 2713 2378
Now York 2000 3340 2952
Washngton 2007 2,890 24540
Rhode Island 2000 2,784 2455
Maine 2006 2,850 2.561
Neow Hampshire 2008 V172 1,500
Lowsiona 2007 2,507 2258
AMrnosots 2000 3,044 3283
Konsos 2008 2626 23N
Neteaska 2006 2452 2,190
oo 2008 2374 2140
Otwo 2008 2457 2238
Ponnsylvonio 2008 2630 2412
MMissoun 2007 1910 1.750 J
Toxos 2008 VBTG 1725 B0)
Messsuppe 2007 2,332 2155 (7 &)
AlpDoena 2007 2,008 1,854 (7 6)|
Oklohons 20006 2386 2200 7
Kentucky 20006 2480 2200
Michugan 2006 2618 2434 7.0}
Marylandg 2008 3,000 2823 6 2y
Arkansoas 2007 2,753 28612 (5 1)
Momono 2008 2,608 2461 4.9
Varmont 2007 3,094 3814 (4.5))
WSt Virginsa 2008 215 2639 4.1)
ndiana 2008 2308 2.303 39
owa 2008 2221 2,100 (z4)
South Dakotn 2008 1678 1,043 (2 1)
North Dakaota 2000 3759 3. 759 00
Wyomeng 2000 4728 4728 00
Sources: Consus Buroau (Bax revenoe and Populanion) and Buneau of Economso Analyss (GOF pnce index)
[Note: Recent peak defined os Ady-June pericd fom 2008 1 2000 with the highest renl per-cagits b feveruse

Two states in the Sixth Federal Reserve District—Florida and Georgia—are in the top five. Tennessee is 19th on the

list. Louisiana, Mississippi, and Alabama are also negative but less so than most other states.

Next week we'll look into what state governments are doing to cope and investigate just how long we can expect
the states in the region to remain under fiscal stress.

By Michael Chriszt, an assistant vice president in the Atlanta Fed's research department
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