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Did you know …

25 Years Ago
Articles from the April 1986 issue of State
Legislatures:
u THE LURE OF THE LOTTERY “By the end of
1985, nearly half the states, attracted by the
chance to make ‘easy money,’ had started lotteries.”
u THE FEDERAL BUDGET: WHAT’S (NOT) IN IT
FOR STATES? “State legislators are keeping a
watchful eye on the great budget battle of 1986
in Washington, D.C.”
u STATES AREN’T READY FOR PRIVATELY
OWNED PRISONS—YET “Legislation has been
stymied in a number of states by debates over
civil rights for prisoners, labor questions and
government liability.”
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The first legislative session in the territory of
Nevada began on Oct. 1, 1861, and lasted 60
days. Among other actions taken was the passage of “An Act to Prohibit Gambling,” which
established games of chance as felonies with a
penalty of two years’ imprisonment and a fine
of up to $500.
—From the Nevada State Library and Archives

his breakdown of the nation’s past three recessions
shows how lawmakers responded with tax policy.

RECESSION: JULY 1990—MARCH 1991: State
year-end balances—the amount in state general funds
at the end of a year combined with any rainy-day
funds—peaked at the end of FY 1989, which was June
30, 1989, for 46 states. This high point came at the end
of legislative sessions in which lawmakers collectively
increased taxes by about 0.6 percent. As the country
entered the recession in 1990, balances continued to fall,
and legislators responded with tax increases averaging
3.4 percent.
In 1991, state fiscal conditions continued to deteriorate, and state officials enacted the largest collective
state out,
tax increase
on record, 5.4 percent, effective
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in FY 1992. State year-end balances continued to fall
well after the end of the recession, and hit their lowest
point on record in June 1992 at 0.6 percent. States had
no more appetite for tax increases in 1992, after which
state finances began a recovery that lasted into 2000.

Go to www.ncsl.org/magazine for more of the news you need from State Legislatures magazine.
RECESSION: MARCH—NOVEMBER 2001: State
the uPs And downs of stAte tAxes
year-end balances hit what was then a record high of
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10.4 percent at the end of FY 2000. The downturn that
began in March 2001 was sharp but short. Year-end balances fell to 4 percent at the end of FY 2002. By the
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in 2001.
State fiscal difficulties lingered after the recession
ended, causing state year-end balances to fall further in
FY 2003. In their 2002 and 2003 sessions, legislators
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Learn more about legislative leaders and
watch videos of leaders talking about the
challenges they face at www.ncsl.org/
magazine.
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Enacted Changes in State Taxes by Year of Enactment and
State Year-End Balances 1988–2009

REGULAR FEATURES The chart shows state tax changes enacted between 1988 and 2010, a period that included three reces-

sions. Recessions are indicated by vertical gray. The blue line shows state tax changes as a percentage
of previous-year collections. The red line shows state year-end balances. Year-end balances are a reliable
indicator of state fiscal conditions; rising state balances indicate favorable fiscal conditions, and falling
balances reflect the opposite. Year-end balances include what’s in states’ general funds at the end of a
year with their rainy-day funds.
This chart indicates significant tax increases occurred while balances were falling, or shortly after they
have fallen, during the last three recessions.
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RECESSION: DECEMBER 2007—JUNE 2009: The
latest recession lasted longer than its two predecessors
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almost 11 percent. Legislatures enacted relatively small
tax increases in 2007 and 2008: 0.6 percent and 0.5 percent of collections, respectively.
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enacting the largest collective tax increases since 1991.
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In the March issue, Arizona
Senator Frank Antenori was incorrectly
identified as a member of the Arizona
House.
Correction:
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