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ITEP’s Work in Alaska
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How Alaska Compares: A Look at Local Tax Policy
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How Alaska Compares: A Look at Local Tax Policy

Variation in tax revenue composition between local areas
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Property Taxes

* Largest local tax source in 94%
of the U.S.

* 78% of local tax dollars in AK,
73% nationwide

e Real estate: Residential,
commercial, industrial,
agriculture + tangible property

Source: ITEP analysis of U.S. Census Bureau 2017 Census
of Governments and government financial reports
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Sales and Excise Taxes

* Second-largest local tax
revenue source nationwide

e 20% of local tax dollars in AK,
17% nationwide
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Source: ITEP analysis of U.S. Census Bureau 2017 Census
of Governments and government financial reports

ITEP.org



Local Income Taxes

* Present in 1in 5 local areas

* Typically a locality’s second-
largest tax source after
property, displacing sales tax

* Types: Individual income,
business income, payroll taxes

Source: ITEP analysis of U.S. Census Bureau 2017 Census
of Governments and government financial reports
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Challenge: Regressive Local Taxes

COMPARING TYPES OF TAXES: * Higher effective tax
AVERAGE EFFECTIVE TAX RATES FOR ALL STATES BY TAX
B Income Taxes M Property Taxes W Sales and Excise Taxes ra tes O n | O W_ a n d
| middle-income
households

e Lower effective tax
rates for higher-
income households

1.3% }

* Results in less equal
LOST SECOND MIDDLE FOURTH NEXT NEXT ToP income distribution

20% 20% 20% 20% 15% 4% 1%

Source: Institute on Taxation and Economic Policy, “Who Pays? 6" Edition,” October 2018
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When and Why are Property Taxes Regressive?

1. Housing expenses are a larger share of income for lower-income
households

Renters ineligible for tax relief
Inequitable assessments

Wealth disparities between communities

A

Poorly-targeted tax preferences

Not inevitable
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Strategies to Address Regressive Local Taxes

 Growing momentum for correcting assessment inequities
* Graduated real estate transfer taxes

* Reforming economic development tax subsidies
 Removing or loosening sales tax “caps”

* Income-based credits: Property tax circuit breaker, EITC
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Challenge: Revenue Adequacy & Tax Limits

Localities in Only 9 States Can Levy All Three Major Types of Taxes
Local general taxing authority by state
WA Wl WY
X UT VA VT
OK SC SD 1N
ND NE NM NV
WV LA MS MN NC
MO NY OH PA M NJ OR FL GA HI IL MT NH RI

AL CO IA KS DE IN KY MD AK AR AZ CA CT ID MA ME

Property, income Property and income Property and sales Property only

and sales
Source: Center on Budget and Policy Priorities, “Easing State Restraints on Local Taxing Power Can Strengthen
Democracy, Promote Prosperity and Equity,” March 28, 2023
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Local Tax Limitations

AS 43.20.290

* “No tax may be levied and collected upon the netincome of resident or
nonresident individuals”

AS 29.45.090(a)

 “All property on which an ad valorem tax is levied shall be taxed at the same
rate during the year.”

AS 29.45.090 and AS 29.45.590
* Various property tax rate and revenue limitations

Bottom line: Change in state law would be needed before localities can levy
graduated property tax rates, split roll property taxes, investment income
taxes, or business profits taxes. Gross income taxes may be feasible.
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Non-tax Revenue: Justice System Fees & Fines

2023's Biggest State Fine and Fee Reforms
: " liinois W~ indiana
* OUtSIZe ha 'm to poorer) .Elimatesfor @) Eliminated fines @) Eliminated certain

* 1.4% of revenue for municipalities,
0.9% of revenue for counties

. .. o youth and fees for youth fees for youth in
I | low-i famili
Isa Va I lta g ed C O l I I I I l u I I Itl eS Eé Established Erased fine and fee ow-income families
process for erasing debts for youth

fee debts for youth

* Misaligned incentives; costs

outweigh benefits - .

* Growing momentum for reform | Montana [l New Mexico |

Eliminated fines Eliminated fees
and fees for youth imposed upon or
after conviction

Erased fine and fee
debts for youth Eliminated fees for
missed hearings or
payments

Institute on Taxation and Economic Policy | ITEP.org
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Addressing Revenue Needs: Local Examples

2022-2023

City of Seattle Revenue Stabilization Dc

Workgroup Completes Work, Issues qu ReViSion

Report with Options to Address

Seattle’'s Revenue Gap c omm iss iO n

by Jamie Housen on August 9, 2023 Appointed by the DC Council and the Mayor, we
are an independent body that will provide

recommendations for improving the DC tax code.
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More ITEP Resources

Preventing an Overload:

How Property Tax
Circuit Breakers Promote
Housing Affordability
m ITGP Policy Brief
Informing ]E.F_?e debqte o!»der
How Property Taxes Work
m ITEP Policy Brief
Informing II;']e debgre OI:‘:I
September 2011

Split Roll Property Taxes

."l.

Taxes and ||

Racial Equity p

LA L A L e

An Overview of State and Local Policy Impacts

INSTITUTE ON TAXATION AND ECONOMIC POLICY

0T Voters Could Approve Local

Capital Gains Tax in Oregon
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Thank You!

Andrew Boardman
Local Policy Analyst, Institute on Taxation and Economic Policy
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