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States Start Grappling With Hit to Tax Collections
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COVID-19 has triggered a severe state budget crisis. While the full magnitude of this crisis is not yet clear, state revenues
are declining precipitously and costs are rising sharply with many businesses closed and tens of millions of people newly
unemployed. Due to the economy’s rapid decline, official state revenue projections generally do not yet fully reflect the
unprecedented fiscal impact of the coronavirus pandemic. In many cases, states do not even know how much their
revenues have already fallen, in part because they’ve extended deadlines for filing sales and income tax payments that
otherwise would have been due in recent weeks. Executive and legislative fiscal offices in many states are analyzing new
economic projections and producing initial estimates of the damage before state legislatures meet in regular or special
sessions to address shortfalls. Some states have released initial or preliminary estimates. (See Table 1.)

Early Estimates Show Substantial Shortfalls for 2020, 2021

The Center estimates that state budget shortfalls will ultimately reach about 10 percent in the current fiscal year (which
ends on June 30 in most states) and as much as 25 percent in fiscal year 2021 based on recent economic projections.

States’ initial projections give a first look at some of the damage the pandemic-induced downturn could cause to state
budgets. The wide range of projected impacts reflects the uncertainty that states face, and the variety of methods states
are using to begin to assess the damage. (In some cases, states are still relying only on data available before the crisis.)
As the full scale of the downturn becomes clearer, revenue projections will likely fall further.

Even the initial projections now available make clear that states face an immediate crisis in their current fiscal years. To
balance their budgets — as they must — states will need to make cuts or find enough revenue to close these shortfalls in
roughly the next ten weeks, an extremely short period to find such large amounts of revenue. For example, for the
remainder of this fiscal year:

e Maryland projects a drop in revenues of up to $2.8 billion.

e Arkansas expects $353 million less in revenue, with $193 million due to the income tax filing extension to July 15
and the remainder due to lower collections.

Early state estimates show that revenues for the next fiscal year, which begins on July 1 for most states, could fall as
much or more than they did in the worst year of the Great Recession. New York and Colorado, for example, project
revenue drops of 17 percent or more if the recession is deep.

e New York’s tax revenues will fall by between $9 billion and $15 billion in 2021, according to the state’s Budget
Director. Both the state Comptroller and the Budget Director project dramatic revenue declines; the Budget
Director’s projection is more pessimistic.

e Colorado’s revenues could drop by as much as $2.4 billion in 2021 and be $4 billion short of the amount needed
to fund the budget with modest growth in 2022, according to the University of Colorado.

o California expects a decline of several billion dollars in capital gains income alone in 2021 as a result of the stock
market fall, according to the Legislative Analyst’s Office.

Another group of states face a double threat. States with a high concentration of oil-related industries are seeing a decline
in economic activity and tax collections due to plunging oil prices on top of COVID-19-related effects and the recession.
For example, Alaska is projecting a $600 million decline in revenues in the coming fiscal year due to the oil price drop,
and New Mexico could see a $1.5 to $2 billion drop.



https://www.cbpp.org/research/state-budget-and-tax/states-need-significantly-more-fiscal-relief-to-slow-the-emerging-deep
https://www.marylandtaxes.gov/media/2020/Comptroller%20Provides%20Updated%20Revenue%20Forecast%20in%20Light%20of%20COVID-19.pdf
https://www.dfa.arkansas.gov/images/uploads/budgetOffice/fy20_gr_forecast_revised.pdf
https://www.wsj.com/articles/coronavirus-crisis-could-cut-new-york-state-revenue-by-up-to-15-billion-cuomo-aide-warns-11585056388?mod=searchresults&page=1&pos=1
https://lao.ca.gov/Publications/Report/4203
https://www.alaskajournal.com/2020-03-13/price-war-could-cost-alaska-hundreds-millions-oil-revenue
https://www.santafenewmexican.com/news/coronavirus/legislators-new-mexico-faces-up-to-billion-budget-hole/article_c5bdd510-72a1-11ea-97cc-df7892aeb71a.html

States will first draw on their rainy day funds and other budget reserves to address these shortfalls but, as in the last
recession, those reserves will be far from adequate. And states will worsen the recession if they respond to this fiscal
crisis by laying off employees, scaling back government contracts for businesses, and cutting public services and other
forms of spending.

There are already reports of the cuts to come. For example, Ohio’s governor has asked state agencies to prepare
estimates of how to cut their budgets by 20 percent. New Jersey’s governor has proposed $1 billion in cuts. Given the
economy’s rapid decline and the extraordinary damage being done to state, tribal, and local budgets, federal
policymakers will need to provide more help to states and families affected by the crisis.

Tracking Estimated State Revenue Shortfalls

We’ve collected the preliminary estimated revenue declines we’re aware of in the table below. We’ll update this list as
states continue to revise their revenue estimates for the upcoming fiscal year. In all cases these are preliminary
estimates that will be updated as more is known about the impact of the COVID-19 pandemic on the economy and tax
collections.

TABLE 1

COVID-19 Pandemic Expected to Cause Sharp Revenue Drops in States

Percent of Pre-COVID-
Amount

State 19 projections Date and Source

Source

Preliminary Estimated General Fund Revenue Declines in Fiscal Year 2020

Department of

Alaska $612 million 11 percent Revenue April 6
. - Joint Legislative .
Arizona $1.4 billion 12 percent Budget Committee April 9
Department of
Arkansas $353 million 6 percent Finance and March 23
Administration
Colorado $451 million 3 percent University of Colorado  April 14
Maryland $2.8 billion 15 percent Comptroller April 10
Massachusetts $3.8 - $4.5 billion 13-15 percent Federal Reserve Bank April 22
of Boston
Michigan $1 to $3 billion 4-12 percent Treasury, Budget March 30
Office, press report I
Missouri $500 million 5 percent Governor, press report  April 1
Pennsylvania $1.2-$1.8 billion 4-5 percent g‘f‘ziize”de”t Fiscal - aprilg
Oklahoma $416 million 6 percent Governor, press report  April 3
. - Board of Economic .
South Carolina $507 million 5 percent Advisors April 9
Vermont* $228 million 14 percent Joint Fiscal Office April 17
West Virginia $500 million 11 percent Revenue Secretary April 13
Preliminary Estimated General Fund Revenue Declines in Fiscal Year 2021
- Department of .
Alaska $815 million 15 percent Revenue April 6
Arizona $758 million 6 percent Joint Legislative April 9

Budget Committee


https://www.cbpp.org/research/state-budget-and-tax/some-states-much-better-prepared-than-others-for-recession
https://www.cleveland.com/coronavirus/2020/03/ohio-gov-mike-dewine-will-freeze-state-government-hiring-seek-big-spending-cuts.html
https://www.cleveland.com/coronavirus/2020/03/ohio-gov-mike-dewine-will-freeze-state-government-hiring-seek-big-spending-cuts.html
https://www.njspotlight.com/2020/03/as-covid-19-heats-up-governor-puts-1b-in-planned-spending-in-deep-freeze/
http://www.tax.alaska.gov/programs/documentviewer/viewer.aspx?1583r
https://www.azleg.gov/jlbc/facag040920.pdf
https://www.dfa.arkansas.gov/images/uploads/budgetOffice/greForecast.pdf
https://marylandtaxes.gov/covid/documents/Cumulative_GF_Chart.pdf
https://www.bostonfed.org/news-and-events/news/2020/04/neppc-covid-analysis.aspx?utm_source=email-alert&utm_medium=email&utm_campaign=nep&utm_content=neppc-covid-19200422
https://www.bridgemi.com/michigan-government/michigan-axes-80m-pork-spending-shifts-spending-fight-coronavirus
https://www.columbiatribune.com/news/20200401/missouri-sees-rsquounprecedentedrsquo-hit-on-budget-from-covid-19
http://www.ifo.state.pa.us/download.cfm?file=Resources/Documents/Revenue-Update-2020-04.pdf
https://www.governor.ok.gov/articles/press_releases/covid-19-impact-to-state-finances
http://rfa.sc.gov/files/meetings/BEA%20Meeting%20agenda%20and%20materials%204-9-20.pdf
https://ljfo.vermont.gov/assets/Subjects/Revenue-Fund-Updates-and-Issue-Briefs/e4094fc98c/GENERAL-347573-v3-COVID-19_Revenue_Impacts-April-17.pdf
http://wvmetronews.com/2020/04/13/w-va-revenue-secretary-describes-500-million-budget-hole-because-of-coronavirus-response/
http://www.tax.alaska.gov/programs/documentviewer/viewer.aspx?1583r
https://www.azleg.gov/jlbc/facag040920.pdf

Department of

Arkansas 206 million 3 percent Finance and April 2
Administration
Colorado $2.4 billion University of Colorado  April 9
Delaware $500 million _ Governor, press report  April 15
Hawaii official $319 million 4 percent Council on Revenues March 11
Lo $800 million to $2 University of Hawaii )
Hawaii projected billion 10-25 percent Economic Council April 3
Institute of
lllinois* $4.4-$14.1 billion 11-35 percent Government and April 9
Public Affairs
Kentucky $115 million 1 percent State budget April 1
Massachusetts $4.2-$7.2 billion 14 - 23 percent Federal Reserve Bank ) 59
of Boston
_ . Treasury and Budget
Michigan $1-$4 billion 4-16 percent Office, press report March 30
. - State Economist .
* _ i
Minnesota $1.5-$3 billion _ press report April 7
Senate Finance
New Mexico $1.5-$2 billion 20-27 percent Committee, press March 31
report
New York Budget Director, press %
$9-$15 billion 9-17 percent report
Oklahoma $1.4 billion Board of Equalization  April 20
Pennsylvania $1.4-$2.2 billion 4-6 percent '(;‘f?i‘zze”de”t Fiscal April 8
South Carolina $643 million 6 percent Board of Economic April 9
Advisors
Virginia $1-2 billion _ Secretary of Finance, ;. oy 04
press report
Wisconsin $2 billion _ Governor April 15
Preliminary Estimated General Fund Revenue Declines in Fiscal Year 2022
. - Joint Legislative .
Arizona $805 million _ Budget Committee April 9
Colorado $4 billion University of Colorado  April 9
Hawaii $181 million 2 percent Council on Revenues March 11
Kentucky $175 million 2 percent State budget April 1
. $556 million-$2.8 Legislative Service )
* -
Wyoming billion 12-62 percent Office, press report April 10

Notes: lllinois: Calendar year estimate for 2020 and 2021 (percent is of 2021 GF revenues); Minnesota: Estimate for remainder of 2020-
21 biennium; Vermont: FY20 Includes $167 million in taxes deferred to FY21 which will be credited to FY20 when collected;
Wyoming: Estimate for 2021-2022 biennium

Updated April 23, 2020


https://www.dfa.arkansas.gov/images/uploads/fy21_gr_forecast.pdf
http://www.wboc.com/story/42009408/delaware-economic-loss-could-exceed-10-percent-of-budget
http://files.hawaii.gov/tax/useful/cor/2020gf03-11_with0313_Rpt2Gov.pdf
https://uhero.hawaii.edu/interim-forecast-update-hawaiis-economy-is-shut-down-to-deal-with-covid-19/
https://urldefense.proofpoint.com/v2/url?u=https-3A__aboutbtax.com_P7t&d=DwICAg&c=1IUvw6fBZaO6DQT7_qzSfw&r=Vpz0USrYaw_MlQBlp9GCLBAuIx4L5pStnroxo-q3yac&m=fDTY4fj7T7EzJubDZGHs2wMKAqsGet8PCk9wsgfMTCw&s=j_98F_zRl80wUO2__walefZHEI-4sbfUXxv9Wai8ZTc&e=
https://apps.legislature.ky.gov/recorddocuments/bill/20RS/HB352/FCCR1.pdf
https://www.bostonfed.org/news-and-events/news/2020/04/neppc-covid-analysis.aspx?utm_source=email-alert&utm_medium=email&utm_campaign=nep&utm_content=neppc-covid-19200422
https://www.bridgemi.com/michigan-government/michigan-axes-80m-pork-spending-shifts-spending-fight-coronavirus
https://www.minnpost.com/state-government/2020/04/minnesota-legislators-told-to-brace-for-a-brutal-budget-forecast/
https://www.santafenewmexican.com/news/coronavirus/legislators-new-mexico-faces-up-to-billion-budget-hole/article_c5bdd510-72a1-11ea-97cc-df7892aeb71a.html
https://www.documentcloud.org/documents/6811745-Dinapoli-Revenue-Forecast.html
https://www.governor.ny.gov/news/audio-rush-transcript-new-york-state-budget-director-robert-mujica-appears-inside-city-hall
https://omes.ok.gov/sites/g/files/gmc316/f/documents/202004/boe04202020.pdf
http://www.ifo.state.pa.us/releases/361/Projected-Revenue-Impact-of-COVID-19/
http://rfa.sc.gov/files/meetings/BEA%20Meeting%20agenda%20and%20materials%204-9-20.pdf
https://www.richmond.com/news/virginia/virginia-may-take-billion-annual-revenue-hit-in-new-budget/article_7c7641bf-f939-5473-af21-89c9c136fcb2.html
https://www.azleg.gov/jlbc/facag040920.pdf
http://files.hawaii.gov/tax/useful/cor/2020gf03-11_with0313_Rpt2Gov.pdf
https://apps.legislature.ky.gov/recorddocuments/bill/20RS/HB352/FCCR1.pdf
https://trib.com/news/state-and-regional/analysts-memo-to-lawmakers-predicts-staggering-revenue-drops/article_8e0d9a19-65fe-592f-826b-f6c115ced911.html

