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Report Title: 

“Financing State and Local Government 
in Nevada” (October 1960)

Authors: 

Nevada Legislative Tax Study Group
R.A. Zubrow
R.L. Decker
E.H. Plank

Other Notables: 

 Created by a 1959 Legislative Act

25‐person “Special Citizens   
Committee on Taxation and Fiscal 
Affairs”

 Limited recommendations to
existing sources but included an    
analysis of new revenue sources
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1960
 State Population: 280,000

 Statewide Employment: 100,800

 State Government Employment: 3,200

 State Spending: $60 million, $25 million in the 
General Fund

 Sales and Use Tax and Gaming Taxes Account for 
75% of general fund revenues

 State is running a surplus

 Education accounts for 68% of general fund 
spending

 Nevada still using cash basis accounting

 Great Depression and WWII economic cycles 
remain considerations

 Dwight Eisenhower is president of the US

 Cassius Clay (who later took the name 
Muhammad Ali) wins his first professional fight
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Recommendations: 
 Exempt personal household effects from the
tax base and reduce the State levy to 
compensate local jurisdictions

 Exempt food (other than restaurant meals) 
from the tax base in order to improve   
overall equity in the tax structure

 Increase the cigarette tax from 2 cents to 5
cents and reallocate the proceeds between
state and local governments

 Significantly increase the alcoholic beverage
tax (in some cases doubling the rate)

Modify and redistribute the County Table Tax

 Increase the State Gross Gaming Receipts 
Tax scale from 3% ‐ 5.5% to 3% ‐ 7%

6

1960
“Zubrow Report”

1966
“The Lybrand 
Report”
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Report Title: 

“Study of General Fund Revenues of the 
State of Nevada” (December 1966)

Authors: 

Lybrand, Ross Bros. & Montgomery
Certified Public Accountants 

Other Notables: 

 Created by S.C.R. 8 in 1966 Special 
Session

Gave “special priority” to gaming 
taxes; financial controls

 State was facing a projected 
shortfall, and expected not to be
able to fund existing programs

8

1966
 State Population: 419,000

 Total State Revenues: $178 million

 General Fund Revenues: $52.0 million

 Projected revenue shortfall of $9 million 
(14%) in 1968 to $45 million (35%) by 1976 

 Initiative petition was being circulated that 
would raise the gaming tax by 200 percent

 Regulatory oversight of the gaming industry is 
a concern, the report notes, particularly 
skimming

 Sales and gaming taxes make up the vast 
majority of state general fund revenues

 As part of nationwide protest against the 
Vietnam War, demonstrations are staged all 
over the US

 The first African American Senator is elected 
to the United States Senate

 Star Trek and The Newlywed Game premiere 
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Recommendations: 
 Increase fees, licenses, fines and charge rates
by 100 percent

 Implement the death tax to allow for the 
state “pick up”

 Increase liquor taxes by 50%

 Increase cigarette taxes by 2 cents per pack

 Increase gaming percentage fees by 50%
over the next 8 years (25% immediately)

 Institute a corporate income tax of 5%
escalating to 12.5% 8 years out

 Institute a personal income tax of 1.25%
escalating to 3% 8 years out

10

1960
“Zubrow Report”

1966
“The Lybrand 
Report”

1988
“Price Waterhouse/

Urban Institute Report”
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Report Title: 

“Fiscal Affairs of State and Local 
Governments in Nevada” (November 1988)

Authors: 

The Urban Institute &
Price Waterhouse
Robert D. Ebel, editor

Other Notables: 

 Legislatively commissioned study,
specifically seeking policy
recommendations guiding the 
state through the next decade

Analysis focuses on maintaining 
services at current levels

 After the “Tax Shift”

12

1988
 State Population: 1.05 million

 State Employment: 0.56 million

 Total State Revenues: $1.4 ‐ $1.5 billion

 General Fund Revenues: $613.5 million

 Statewide Visitor Volume: 19 million

 Rate of Inflation: 4.1%

 Ronald Reagan is president of the US

 A Pan Am Boeing 747 explodes over 
Lockerbie, Scotland from a terrorist bomb

 The Netherlands becomes the second country 
to get connected to the Internet

 Rain Man is the top grossing film

 Los Angeles Dodgers win the World Series
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Recommendations: 
 Remove Constitutional constraints, revenue 
earmarking and tight restrictions on local 
governments that limit the state’s ability to 
adapt to changing market conditions

 The state should avoid earmarking except in 
limited cases

 Nevada should be careful to maintain its 
business tax advantage; however, business 
tax could be raised without jeopardizing the 
state’s competitive position

 Property tax relief measures should not be 
targeted to the elderly; rather it should be
targeted to low income taxpayers

 Property should all be assessed at 100% of
market value

14

Recommendations (cont.): 
 Tax system transparency should be 

increased

 Significant reforms to the intergovernmental 
revenue system

 Replace per gaming machine, per unit taxes with
taxes based on gross receipts

 The state should not implement a state lottery

 Broaden, on a revenue neutral basis, the general 
sales tax base to fully include hotels and lodging,
food for home consumption, drugs, household
fuels and other utilities, services to persons, and
newspapers. To attain revenue neutrality,
significantly reduce the state’s sales tax rate and
to address the regressivity issues the state should
enact a “variable vanishing sales tax credit.”

 Raise the cigarette tax to 30 cents per pack and
then index the tax to the annual rate of change in
the consumer price index
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Recommendations (cont.): 
 Tax all alcohol products on an ad valorem basis 

using the same rate for all products no matter
what their alcoholic content

 Consider the use of mileage fees for classes of
drivers

 Local government should be required to invoke
the full local gasoline tax option prior to receipt of
additional state aid

 Mines should continue to be principally taxed on
net proceeds, and, due to the instability of the
revenue source, recurring operations should only
be funded by a floor price of gold

 The net proceeds tax should be supplemented
with a severance tax based upon gross yield

16

Recommendations (cont.): 
 Personal income tax would be overkill to address

the anticipated revenue shortfall and should only 
be considered as an option if there is a legislative
determination that government services need to 
be increased

 The Constitutional prohibition against an income
tax should be removed

 If additional revenues are needed, a general
business tax would be an appropriate revenue
source; however, caution should be given to 
preserving Nevada’s competitive advantage as a
low‐business tax state (offered alternative: a 3%
business income tax with a .12% franchise tax on
invested capital imposed on all businesses)

 The state should eliminate the sales tax on 
equipment purchases for local  telecommunications     
companies and long distance carriers

 Sales tax should be applied to phone bills
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Recommendations (cont.): 
 Financial institutions should be taxed in a 

manner similar to other businesses and should be
included in the tax base of any general business tax

 State should maintain the estate tax pick‐up

18

1960
“Zubrow Report”

1966
“The Lybrand 
Report”

1988
“Price Waterhouse/

Urban Institute Report”

1990
“AB 801 Legislative 

Tax Study”
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Report Title: 

“Study of Taxation in Nevada” 
(December 1990)

Authors: 

The Legislative Commission Subcommittee
Assemblyman Bob Price, Chairman
Members: Senator Charles Jeorg (Vice Chairman); 
Assemblyman Louis W. Bergevin; Senator Erik Beyer; 
Assemblyman Jack Regan; Senator Raymond Shaffer; 
Senator Hall Smith; Assemblywoman, Myrna Williams; 
Senator Bob Coffin; Senator Ann O’Connell; and 
Assemblyman Mathew Callister  

Other Notables: 

 Created by a 1989 Legislative Act

 Directed to consider the “equity, 
distribution and adequacy of all 
taxes” and the feasibility of future 
revenue sources

 Local governments negatively
impacted by Tax Shift

20

1990
 State Population: 1.24 million

 State Employment: 0.63 million

 Total State Revenues: $1.7 billion

 General Fund Revenues: $802.0 million

 Statewide Visitor Volume: 22 million

 Rate of Inflation: 5.4%

 George H.W. Bush is president of the US

 Nelson Mandela is released from a South 
African prison

 East and West Germany are reunified

 Windows 3.0 is released by Microsoft

 The first McDonald's opens in Moscow, Russia
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Recommendations: 
 The formula for distributing supplemental city‐
county relief tax should be revisited to use
population in place of new property; out‐of‐state
sales should be distributed based on population;
and to eliminate obsolete language

 Sales tax distribution factors should be adjusted for 
certain rural counties

 Property tax assessment factors should be limited
to a range of 32 to 36 percent

 Elko County and Eureka County should be
consolidated

 Nevada Constitution should be amended to allow
for legislative approval of administrative regulations

 Local governments should be allowed to establish 
toll roads and bridges

22

Recommendations (cont.): 
 Certain businesses should be allowed to pay sales 
and use tax directly to the state

 The state should eliminate caps on property taxes
other than the statutory ceiling of $3.64 per $100

 State should require the Department of Taxation to
develop uniform assessment standards and
mandatory training of county assessors

 The State should establish an interim committee on
taxation

 The Legislative Counsel Bureau should prepare an 
analysis of the potential for a revenue neutral
return to the assessment of improvements at
market value

The Legislative Counsel Bureau should prepare a
memorandum determining if Nevada is assessing
property in compliance with the Webster case
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Recommendations (cont.): 
 Nevada should review its property tax exemptions

 Nevada should include the “widowers” in the
property tax exemptions for widows and orphans

24

1960
“Zubrow Report”

1988
“Price Waterhouse/

Urban Institute Report”

1966
“The Lybrand 
Report”

1990
“AB 801 Legislative 

Tax Study”

2002
“Governor’s Task Force 
on Tax Policy Report”
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Authors: 

Governor’s Task Force on Tax Policy
Guy Hobbs, Chairman
Members: Russ Fields, Reno; Eva Garcia‐Mendoza, Las 
Vegas; Brian Greenspun, Henderson; Kenneth B. Lange, 
Las Vegas; Dr. Luther Mack, Jr., Reno;  Mike Sloan, Las 
Vegas;  Nancy C. Wong, North Las Vegas

Other Notables: 

 Created by ACR 1, which required
that any recommended legislation
must include a plan to broaden the
tax base so that it is reflective of
the diversity of the state’s economy

 Performed in the wake of the
events of September 11, 2001

Report Title: 

“Analysis of Fiscal Policy in Nevada” 
(November 2002)

26

2002
 State Population: 2.21 million

 State Employment: 1.07 million

 Total State Revenues: $4.08 billion

 General Fund Revenues: $3.07 billion

 Events of September 11, 2001 still impacting 
the economy

 Statewide Visitor Volume: 40 million

 Rate of Inflation: 1.6%

 Switzerland joins the United Nations

 NASA's Mars Odyssey space probe begins to 
map the surface of Mars using its thermal 
emission imaging system

 Salt Lake City hosts the Winter Olympics

 American Idol debuts on June 11, 2002
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Recommendations: 
 Increase the efficiency of state revenues by 
allowing for electronic funds transfers, e‐filing of
returns, credit card payments, and other similar
“passive” measures

 Implement a state activity tax of 0.25% on all 
business receipts in excess of $350,000 per year

 Increase the business license tax to reflect 
inflation, or from $25 per employee per quarter to
$35 per employee per quarter; also expand the tax
to capture all employees 

 Increase all corporate filing fees by 50 percent

 Increase all liquor tax components to reflect 
inflation since last adjusted, or by 89 percent

 Double the cigarette tax from 35 cents to 70 cents 
per pack

 Implement a property tax “flex rate” of 15 cents
per $100 of assessed value that could be adjusted
up or down based on actual tax collections in any
given year

28

Recommendations (cont.): 
 Increase the slot license fee on restricted licensees
by 32 percent, reflecting inflation since the fee was
last modified

 Implement a broad‐based admissions and 
amusements tax of 6.5 percent on all non‐
participatory retail admissions and amusement
transactions not currently taxed by the casino
entertainment tax or the state’s boxing and
wrestling fees

 Consider expanding the sales and use tax base and
lowering the tax rate

 Consider the development of a lottery as part of a
longer‐term strategy

 Consider the importance of expenditure 
accountability and explore the formation of a
similar task force to review expenditure reform
issues

 Consider strategies to increase Nevada’s relative
allocation of federal funds
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Recommendations (cont.): 
 Consider increasing investment in technology to
make revenue collection and government services
more efficient

Consider the growing impact of unfunded 
mandates, limiting the extent to which
responsibilities are passed down to local 
government in absence of program funding

 Consider the impacts of all tax policies on 
economic development and consider the impacts
of tax policies on small business

 Consider adjusting all state agency fees and
charges to make them commensurate with the cost
of actually providing their respective services 

 Consider the period review of unit based taxes as
opposed to indexing taxes to the consumer price
index

 Consider increasing investment in the Department
of Taxation’s audit and enforcement functions

30

Equity
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“The subjects of every state ought to
contribute towards the support of
the government, as nearly as
possible, in proportion to their
respective abilities; that is, in
proportion to the revenue which
they respectively enjoy under the
protection of the state…”

(Zubrow Report, citing The Wealth of 
Nations, 1776) (at pg. 150)

Adam Smith on
Revenue System Equity

32

“The tax which each individual is
bound to pay ought to be certain,
and not arbitrary. The time of
payment, the manner of payment,
the quantity to be paid, ought all to
be clear and plain to the
contributor, and to every other
person…”

(Zubrow Report, citing The Wealth of 
Nations, 1776) (at pg. 151)

Adam Smith on
Transparency

D-16



For Discussion Purposes Only Page 17

33

“Every tax ought to be levied at the
time, or in the manner in which it
is most likely to be convenient for
the contributor to pay it…”

(Zubrow Report, citing The Wealth of 
Nations, 1776) (at pg. 151)

Adam Smith on
Ease of Compliance

34

“Every tax ought to be so contrived
as both to take out and to keep out
of the pockets of the people as little
as possible, over and above what
brings into the public treasury of
the state…”

(Zubrow Report, citing The Wealth of 
Nations, 1776) (at pg. 151)

Adam Smith on
Cost of Administration
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Zubrow Report
(1960)

Report notes as a foundational objective revenue system modifications
resulting in “A tax structure greatly improved in terms of equity.” (at pg. 693)
Regressivity in the tax system is noted as a particular challenge. The authors
recommend eliminating food for home consumption as well as prescription
drugs from the sales tax as well as exempting household personal property
from the state’s ad valorem levies as a means to improve disparate tax
burdens. The authors also cite significant inequities between state and local
governments, making recommendations for greater sharing of revenue with
municipalities and improved parity among state and local revenue sources.

Although the report includes extensive discussion regarding how“[T]he
general level of government revenues, and the apportionment of the tax
burden must reasonably conform to the community’s resource base and
pattern of income” (at pg. 1) , the authors conclude, “The revenue system of
the State, incorporating the three principal tax sources – retail sales, highway
user and gambling – is tailored to the particular nature of the state’s economy
and is well adapted to its prevailing growth patterns.” (at pg. 649) Moreover,
the report concludes that, “A relative shift in burden [sic] from necessities to
luxuries, and from taxes that have a markedly burdensome impact on low and
middle income residents groups to those that have a primary incidence on
non‐resident tourists, is clearly indicated.” (at pg. 649) To this end, the
authors recommend an increase in gaming taxes, cigarette taxes and alcoholic
beverage taxes. (at pg. 694 and 695)

Equity (continued)

36

The Lybrand Report
(1966)

Report provides four alternative revenue programs for the state. The authors
disposed of the first three alternatives, noting “None of the three programs
presented thus far would be acceptable. The first would draw revenue
predominantly from the consumer, the second from the gaming industry, and the
third from the income‐earner in Nevada. A sound tax program spreads the
burden more equitably across all taxpaying segments.” (at pg. 8) The authors use,
as a “general rule” the axiom that “diversification of revenue sources has merit in
that it reduces the chance of unduly hurting a particular industry or line of
activity.” In recommending the final alternative the authors state that it “merits
consideration because it spreads the additional tax burden over a broader cross‐
section of taxpayers. It may therefore be recommended.” (at pg. 5)

Specific to the sales and use tax, the authors also note the regressivity created by
the state’s broad tax base that includes food for home consumption. Specifically
they state, “As a result primarily of the failure to exempt food for home use, the
Nevada sales tax tends to be regressive in the sense that the percentage of family
income that is paid out in sales tax is greater for low‐income families than it is for
high‐income families. “ (at pg. 27) A similar argument is made as it relates to
property taxes, “A property tax on households tends to be highly regressive,
mainly for two reasons. First, a low‐income family tends to pay a higher
proportion of its income for housing than does a high‐income family. Second,
there is a tendency to underassess larger holdings relative to small households,
for which current sales and other relevant data are more readily available.”
[internal footnotes omitted] (at pg. 40) Although the report notes the regressivity
inherent in the taxation of liquor and cigarettes, e.g., “A lower income family
spends a higher percentage of its total income on liquor, on the average, than
does a higher‐income family” (at pg. 42) this does not stop them from
recommending substantial increases to the tax. (at pg. 10)

Equity (continued)
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Equity (continued)

37

Price Waterhouse/UI Report
(1988)

The report offers as a principal conclusion, “The state and local tax system is
unfair.” [emphasis included in original]. (at pg. 8) The authors cite challenges both
in terms of vertical and horizontal equity. The authors note that the “portion of
the sales tax that is borne by resident consumers…is clearly regressive.” (at pg. 26)
Further, the report suggests that Nevada imposes “virtually no progressively
distributed levies,” and finds that the state’s tax system is “among the most
vertically unfair tax systems in the nation.” (at pg. 27) In recommending an
expansion of the sales tax to include items such as food for home consumption and
prescription drugs (id.), the authors note the difficult tradeoff between stability
and vertical equity (at pg. 28) and offer a low income tax credit as a mitigating
measure. (at pg. 27)

As a general framework, the authors suggest, “The tax system should be designed
to relate to the economy in two respects. First, the overall mix of revenue sources
should be made up of tax bases that logically relate to the state’s economic base in
order to “capture” the fiscal benefits of economic growth. Second, tax policies
should be designed to support the accomplishment of Nevada’s economic
development objectives.” (at pg. 1‐1) At the same time, the authors note that
“Under the current tax structure, the tax contributions of most industries is
indirect since no general business or personal income tax is imposed.” (at pg. 130)

AB 801 Legislative Study
(1990)

The legislative history clearly reflects concerns of tax system equity of how
collected revenues are distributed between the state and local governments.
Testimony from Steven Gold, Director of Fiscal Studies for the National Conference
of State Legislatures, concludes “Nevada has one of the most regressive tax
systems in the nation.” (at pg. 79) Further, Mr. Gold’s priority reform
recommendations to the committee included (1) broadening the sales tax base to
cover services; (2) enacting a broad general business tax; (3) reforming state‐local
relations; and (4) reducing the regressivity of the tax system.

38

Governor’s Task Force
Report
(2002)

Report analyzes Nevada’s existing taxes based on 14 criteria, including vertical
and horizontal equity. (at pg. 6‐5) The analysis indicated several of Nevada’s
major sources of revenue performed poorly, citing the regressive nature of the
state’s sales tax and excise taxes on cigarettes and liquor. (see, Exhibit 6A‐1)
Overall, the report tends to suggest that Nevada tax system is generally
regressive; however, it also noted even that low‐income household tended to
bear lower tax burdens in Nevada than they would in other states. (at pg. 7‐32)

The Report also found that Nevada’s business tax burden was somewhat
asymmetric, whereby certain industries, such as gaming and mining, bore
relatively high industry‐specific tax burdens while others benefited from
remarkably low tax burdens.

Equity (continued)
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The Bottom Line: Equity

• Nevada’s tax system tends to be regressive

• Gaming & tourism significantly offset the tax 
burden that would otherwise be borne by 
residents and businesses

• Differences exist between state and local 
governments and between local governments

39

40

Zubrow Report
(1960)

The authors note that stability should be a goal, cautioning that “no tax is
perfect in this respect.” (at pg. 160) They further caution that designing a tax
system which would be stable during a recession, would only be attainable “at
the expense of unduly burdensome or confiscatory effects upon the taxpayer”
(id.) and that increases in the rate of taxation serve to “skim off excess
purchasing power in the private economy“, essentially making matters worse.
(at pg. 161)

“[A]lthough Nevada’s per capita revenues in dollars and cents exceeded the
regional and national averages every year, the differentials were markedly
reduced during the decade.” (at pg. 83) At multiple times, they note that both
state revenue and expenditure growth rates have exceeded the combined rate
of population and inflation between 1950 and 1959. (at Chapter 3)

The Lybrand Report
(1966)

The Lybrand report was more concerned with revenues keeping pace with
growth and an increasing need for services as opposed to revenue instability
itself. The report noted, “The State of Nevada will shortly face the prospect of a
deficit on its general fund.” (at pg. 1) The authors offered a number of reasons
for the expectation that expenditures would outpace revenues, including that
“the population has risen sharply; the public is receiving additional services;
inflation is moving salaries higher; and new federal programs are leading to
heavier State outlays.” (id.) The Lybrand report also considers the question of
revenue instability resulting from taxpayer avoidance in the face of onerous
levies. Specifically, the report references the “evasion effect” where higher tax
rates create “the inducement to find ways and means of evading payment
although legally required to pay.” (at. pg. 35) The authors warned further, that
“Some collusion with sellers may occur despite the high standards generally
prevalent in sales tax administration. The more important evasion effect I
however, will probably be in connection with the use tax on out‐of‐state
purchases by residents. “ (at pg. 35) This behavior is see today as Internet
shoppers seek to avoid taxes by making purchases from out‐of‐state retailers
and then failing to remit sales tax in Nevada.

Stability
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41

Price Waterhouse/UI 
Report
(1988)

Concerns raised not only about the tax system’s ability to keep pace with the
demands placed on the state (at pg. 8) but also on the inflexibility of the tax
system itself. Specifically, the authors note, “Because of Constitutional
constraints, earmarking of some revenues, and tight restrictions on local
governments, Nevada is poorly positioned to confront unforeseen future
developments.” (at pg. 9)

The report finds that Nevada’s sales and use tax base is comparably narrow (at
pg. 25) and that this has the potential to lead to future erosion of state and
local tax collections. To increase stability, the authors recommend reducing
the tax rate but significantly expanding the tax base to include items such as
hotels and lodging, food for home consumption, drugs, household fuels and
other utilities, services to persons, and newspapers. (at pg. 27)

The report also introduces the concept of adjusting fixed rate taxes, e.g., the
per pack levy imposed on cigarettes, based on annual rates of inflation. The
adjustment is designed to prevent the public revenue erosion that would
otherwise occur as prices increase but the rate remains unchanged. (at pg. 29)
This idea of indexing is also brought up as it relates to “per‐vehicle revenues.”
(at pg. 32)

In looking specifically at mining taxes, the report cautions that “Mining taxes
are a relatively unstable source of revenue because of the unpredictability and
volatility of gold prices.” (at pg. 33) The authors also raise stability concerns
relating to the state casino entertainment tax, noting “Due in part to its narrow
base, revenue collections from [the casino entertainment tax] have actually
declined during this decade. It may be preferable to either abolish or reduce
the rate of this tax while increasing other gaming taxes, in order to create a
more stable, less distorting, gaming tax system as a whole.” (at pg. 12‐34)

Stability (continued)

42

AB 801 Legislative Study
(1990)

There are multiple references in the AB 801 record to the stability of state and
local revenues; however, that record also makes it clear that revenues at the
time the state had sufficient revenues to maintain existing service levels.
Testimony from Steven Gold, Director of Fiscal Studies for the National
Conference of State Legislatures, indicates that “the growing service sector
tends to reduce the growth rate of sales tax revenue in states like Nevada that
exempt services.” (at pg. 79) Further, Mr. Gold’s priority reform
recommendations to the committee included (1) broadening the sales tax base
to cover services; (2) enacting a broad general business tax; (3) reforming
state‐local relations; and (4) reducing the regressivity of the tax system.

Governor’s Task Force
Report
(2002)

Although the report notes that “Nevada’s fiscal system has been relatively
stable during the past decade” (at pg. 3‐10), its authors caution that Nevada’s
general fund revenues are failing to keep pace with combined rates of
population and inflation growth and that this “structural deficit” will be
exacerbated should population growth, tourism or general economic
investment slow. (at pg. 3‐4) Other factors contributing to the longer‐run
deficit include a decline in the number of visitors per capita, a decline in
construction activity as a percentage of gross state product, the fact that many
state taxes are unit based and do not adjust with inflation, the fact that the
state’s population was growing faster among high‐demand populations, that
consumers were increasingly using the Internet for purchases and avoiding
sale tax, and that more consumer expenditures are being directed to services
as opposed to goods. (at pgs. 3‐5 through 3‐9)

The analysis also looked at the elasticity of Nevada’s revenue sources,
measuring how each tax revenue reacted to changes in gross state product
and personal income. (at pg. 6‐5) The analysis concluded that each revenue
source had different elasticities; however, the state’s revenue system was
susceptible to a downturn in the economy. (at pg. 3‐4)

Stability (continued)
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The Bottom Line: Stability

• Although stability is a worthy goal, it is difficult to 
achieve through direct tax policy

• Nevada’s revenue base will tend to decline over 
time due to structural features, but is not 
necessarily less stable than other tax systems

• Budget policies that make the revenue system 
highly inflexible make it hard for the state to adapt 
during inevitable downturns 
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Personal Consumption Expenditures 
by Major Type of Product, Q1 1947 – Q4 2010
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Zubrow Report
(1960)

Although the report cautions readers to distinguish between tax collections
and tax burdens (at pg. 99, footnote 20), the report notes that Nevada ranked
first among western states in revenues per capita and well above the national
average in terms of tax collections as a percent of income. (at pg. 98) The
report also notes that Nevada, a rapidly growing state, tends to spend more on
capital improvements and less on on‐going operations, noting “Nevada is one
of the leading states of the West in highway spending but continues to lag in
the areas of education, public welfare and public health services…” (at pg. 79)

The Lybrand Report
(1966)

Report anticipates that revenues will not keep pace with state expenditure
requirements, noting “With circumstances and trends as they can best be
judged today, the State faces a deficit of $9 millions in fiscal 1968, mounting to
$45 millions in fiscal 1976.” (at pg. 3) To avoid future deficits, the authors
conclude, “Despite current political thinking and present constitutional bars,
one cannot escape the conclusions that: [1] New taxes have to be levied, and
[2] Rates of present taxes have to be increased.” (at pg. 4)

Price Waterhouse/UI 
Report
(1988)

The report concludes that Nevada’s tax system “produces revenues that are
currently adequate to meet the expenditure requirements of the State’s
General Fund…” and that “no new General Fund revenues are required at this
time” (at pgs. 7 and 8) However, the authors caution that “in the mid‐1990s an
adjustment of revenues and/or expenditures on the order of 5 to 10 percent of
General Fund revenues will be required to just finance the current scope and
quality of services.” (at pg. 8) The authors anticipated, “Growth in elementary
and secondary education, prisons and medical assistance expenditures are
major factors leading to the projected budgetary imbalance.” (at pg. 12) In
commenting specifically on highway funds, the report notes “Despite the
increased revenues from fees paid by motorists, only about half of the total
amount identified by the Nevada Department of Transportation as needed for
highway improvements over the next ten years will be available.” (at pg. 31)

45

Revenue Sufficiency

46

AB 801 Legislative Study
(1990)

Revenue sufficiency was primarily a local government concern in the AB 801
Study. This issue was principally addressed by way of reallocation and
uniformity recommendations.

Testimony from Steven Gold, Director of Fiscal Studies for the National
Conference of State Legislatures, finds “Nevada's total state‐local tax revenue
is about average when compared to the personal income and population of the
state. But this averageness masks the fact that taxes paid by individuals and
non‐gaming businesses are extremely low compared to those paid elsewhere.
Moreover, Nevada has one of the most regressive tax systems in the nation.”
(at pg. 79)

Governor’s Task Force
Report
(2002)

The report concludes that, “if the State is to continue to afford the levels of
services that it provides today, the current revenue mix of the State will not be
sufficient to support that level of services.” (at pg. 3) Importantly, the Task
Force’s recommendation that additional revenues would be required was
based on sustaining service levels approved by the Nevada State Legislature
for the 2001‐2003 biennium. (at pg. 3)

Revenue Sufficiency (continued)

D-23



For Discussion Purposes Only Page 24

The Bottom Line: Revenue Sufficiency

• There is a significant difference between state tax 
collections and state tax burdens

• Several modifications to the tax system have allowed 
state and local revenues to keep pace with population 
growth and inflation

• The question of sufficiency is more a policy question 
than a technical question

• Recurring expectation that revenues in the future will 
not be sufficient to maintain existing service levels
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49

Zubrow Report
(1960)

Although the report spends a significant amount of time noting that
“[T]axation is a relatively unimportant factor in the location of industry” (at
pg. 49), the authors conclude by stating “[I]t is evident that when population,
price and income factors are taken into consideration, the tax variance
between Nevada and other Western States is considerably reduced, but it is
also apparent that the ‘real’ burden of State taxes in Nevada continues to be
relatively high when compared to that of other states.” (at pg. 99, see also
Table 3.24)

The Lybrand Report
(1966)

Providing some caution as to the difference between tax burden and tax
collections, the report concludes, “When allowance is made for differences in
population and personal income, we find that Nevada’s revenue burden
appears to be higher than the average.” (at pg. 19) Taxes per capita were
estimated to be $175 in 1968, significantly higher than the average for all 50
states of $135. (at pg. 20) Looking at state tax collections as a percentage of
income, which the authors note as being of the “greatest significance”, they
find Nevada’s $58.24 per $1,000 of personal income “approximately in the
middle, the median being $57.75.” (id.)

With regard to intra‐state competitiveness, the report considers the potential
impacts of allowing local sales and use tax option levies. The authors caution,
“Unless the additional tax is universally adopted, unsatisfactory competitive
relationships can be set up to the detriment of commercial establishments in
the units that impose the tax. Shoppers can go a short distance to avoid the
tax.” (at pg. 33)

Competitiveness

Price Waterhouse/UI 
Report
(1988)

Although the report notes that, “When ranked with other states, Nevada is
next to last in tax effort,” the authors caution that Nevada’s unique economic
base makes “the use of state‐by‐state rankings of fiscal aggregates…an
inappropriate mechanism for judging [Nevada’s] fiscal circumstances.” (at pg.
14) Supporting this point, the report continues, “While these comparisons are
easy to calculate, they have several weaknesses. They say nothing about
equity, fail to account for tax exporting, ignore the differences in the quality of
public services among the states, and, when viewed in isolation, say little or
nothing about the relationship between jobs and taxes. Accordingly, although
it is useful to present these numbers, they serve only as crude indicators of
fiscal behavior.” (id.)

In looking at specific taxes and specific burdens, the authors did note that
“Nevada has the lowest general business tax” among 15 comparable states
analyzed in the report. They also question the economic development
motivations commonly attributed to the state’s comparable tax burden, noting
“the low taxes in a particular state which would seem to attract the location of
businesses may actually reflect a low level of government services and thus
discourage business from relocating there.” (at pg. 4‐1) Shifting focus to
comparable residential tax burdens, the authors also conclude that “Nevada
residents currently pay lower overall personal taxes in part because of the
large contribution of gaming and tourist‐related sales taxed to the General
Fund.” (at pg. 35)

AB 801 Legislative Study
(1990)

There was little commentary regarding interstate competitiveness with regard
to taxes or tax rates. The AB 810 Study, however, does provide exhaustive
treatment of the intrastate allocation of revenue and makes recommendations
of reform.

50

Competitiveness (continued)
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Governor’s Task Force
Report
(2002)

The Task Force undertook a state‐to‐state comparative analysis of tax rates
and tax bases and evaluated the relative competitiveness of major general
fund revenues to the rates imposed in other states. With few exceptions, the
report found that Nevada’s tax rates and bases were competitive, if not
significantly lower than, those in other states. (see, Exhibit 6A‐1)

Competitiveness (continued)

The Bottom Line: Competitiveness

• Nevada ranks among the nation’s lowest in terms 
of individual and general business tax burdens

• Nevada should seek to maintain its position as a 
low‐tax state, but not to the extent that essential 
services are threatened

• Intra‐state competition does exist to some extent 
and should be closely monitored

52
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53

Zubrow Report
(1960)

The report notes that “Nevada’s economic welfare has become highly
dependent on the multitude of tourists attracted to the State during the post‐
war years because of the existence of legalized gambling” (at pg. 305), and that
gambling taxes represented more than one‐fifth of the states total tax
collections and one‐sixth of the combined tax collections of city and county
governments. (id) Not only do the authors note many of these and other taxes
are “paid by or shifted to non‐residents,” they also recommend shifting a
greater share of the tax burden to “those that have a primary incidence on
non‐resident tourists…” (at pg. 649)

Although the authors do not recommend Nevada adopt a personal or
corporate income tax, the report does note the inefficiencies created by opting
for a tax system that does not includes taxes that are deductible from federal
liabilities. In particular the report notes that the ability of higher income
taxpayers to deduct a greater share of their state tax liability from the federal
tax payment, “gives rise to a marked difference between the effective burden
of a state tax to the taxpayer and the amount of the tax collected by the state.”
(at pg. 686)

The Lybrand Report
(1966)

A key element of the report’s recommendations is to implement a death tax to
take advantage of the federal provisions allowing states to “pick up” a portion
of the tax at “no cost to the state of the deceased.” (at pg. 4) Along the same
lines, the authors also cite the federal deduction of state income taxes in
recommending the state impose a personal and corporate income tax, noting
this would relieve Nevadan’s of the full cost of the higher taxes. (at pg. 4) The
authors caution, however, that “Individuals who take the standard deduction
would not benefit from the deductibility feature of the federal income tax.” (at
pg. 18)

The report also notes the heavy exportation of taxes to out‐of‐state
consumers, stating, “To the extent that tourists and other nonresidents pay
taxes in Nevada and the extent is undoubtedly great ‐ the data exaggerate the
burden on Nevadan residents.”

Exportability

54

Price Waterhouse/UI 
Report
(1988)

Report notes that “85 percent of gaming taxes are ‘exported’ to tourists”, ”28
percent of the retail sales tax is paid directly by visitors,” (at pg. 23) and
“tourists contributed nearly 55 percent of all general fund tax revenues in FY
1986.” (at pg. 1‐29) The authors further conclude that “Nevadans have tended
to promote the goals of revenue productivity and exporting of the tax burden
over those of horizontal equity and stability for the residential population.” (at
pg. 26) The authors note further that “non‐income tax states are distinctive in
possessing large sectors that have tax exporting potential. Use of exporting
taxes is an attractive option if it is technically feasible and if it can be justified
as offsetting social costs generated by out‐of‐state residents.” (at pg. 35)

AB 801 Legislative Study
(1990)

A primary motivating factor for the report was the negative unforeseen
consequences of the 1981 Tax Shift. The concept of exportability is present in
the analysis and in the premise underlying the tax shift itself. Specifically the
report notes, “The Tax Shift changed the tax burden from property tax to sales
tax. At that time, it was estimated that 26 percent of the sales tax burden was
borne by visitors from out‐of‐state. A measure was enacted to collect the sales
tax, statewide and distribute it to governmental entities as needed, to replace
the reduction in the property tax. This resulted in what some believed was an
inequitable distribution in that some entities generated more sales tax than
they received. The distribution was designed into the equation and that
method is still in effect. The question now, 10 years later, is if that equation
should be reexamined, and perhaps changed.” (at pg. 40)

Exportability (continued)
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Governor’s Task Force
Report
(2002)

The report notes that “It is generally desirable that, where possible and
appropriate, a portion of the revenue burden be paid by businesses and
individuals from outside the state.” (at pg. 6‐7) Each major state revenue
source was analyzed relative to its degree of exportability (see, Exhibit 6A‐1),
and the authors concluded that Nevada exports a substantial share of it tax
burden to out‐of‐state consumers, principally tourists. (at pg. 3‐5)

Exportability (continued)

The Bottom Line: Exportability

• Nevada benefits from shifting a significant portion 
of its tax burden to out‐of‐state consumers 
(visitors) 

• Nevada benefits less so than other states in the 
ability to pass a portion of its tax burden on to the 
federal government through federal income tax 
deductions

56
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Zubrow Report
(1960)

The report defined neutrality as resulting in “minimal adverse effects on the
efficiency of the economy as determined by market standards,” in citing this as
a benefit of a personal income tax. (at pg. 686) The report does note some
potential for market distortions, but also provides extensive evidence to
support the conclusion that “state and local taxes exert a relatively minor
influence on the location of industry” and that “Nevada’s so‐called ‘favorable
tax climate’ would appear to be largely offset by numerous other factors which
are more important to the location of industry in the State.” (at pg. 54)

The Lybrand Report
(1966)

The report, which focused on gaming taxes at the direction of the Legislature,
also noted concerns about the economic effects of significant tax increases on
hotel casino operators. In accepting the report, the legislative commission
questioned “If the percentage gaming tax were to be increased by 25 percent,
would this have the effect of either or both of: (a) Withdrawing from the
industry funds now borrowed from outside sources; or (b) Materially reducing
the availability of funds to finance the future expansion of the industry?” (at
pg. viii) These questions were left unanswered in the report, with the
expectation that additional information would be brought before the 1967
Legislature. (id.)

In recommending the state increase its host of fees, licenses, service charges
and similar levies, the report notes that current rates are “inadequate to
reimburse the State for the services it performs” and that such increases
would “create little hardship.” (at pg. 5)

Neutrality

58

Price Waterhouse/UI 
Report
(1988)

The report recognizes that taxes can cause consumers to act in ways they
otherwise would not. Particular concern is cited relative to neutrality as it
relates to the taxation of business services. (at pg. 14‐30) Noting that this is an
“attractive” option, the authors cited potential difficulties in enforcement and
administration, the difficulty in determining exactly where a business service
transaction take place and the challenges in knowing whether the service is
truly at retail as all high risk factors in creating market distortions. (id.) In a
similar example, the report suggests that higher cigarette taxes in Nevada than
California might cause the bootleg of the product into Nevada and the
traveling of long distances to purchase cigarettes. (at pg. 29) The authors
recommended an increase in the cigarette tax that keeps the combined rate
below that of surrounding states. (id.) In commenting specifically on the
taxation of Nevada’s mines, the authors note that “The current net proceeds
tax has the least adverse effect on production decisions, compared to
alternative tax bases such as gross yield or volume of production.” (at pg. 33)
They also hold up the merits of Nevada’s insurance premium tax stating, “The
coverage of the insurance premium tax is broad…and a uniform rate is applied
to all lines of insurance. This treatment achieves a degree of tax neutrality of
insurance premiums that has eluded many other states. Accordingly, there is
no need to restructure this tax.” (at pg. 40)

AB 801 Legislative Study
(1990)

There is no material commentary on the market impacts of changes in the
state’s tax system in the AB 801 Study record.

Neutrality (continued)
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59

Governor’s Task Force
Report
(2002)

In its evaluation of Nevada’s tax system as well as various revenue
alternatives, the Task Force noted, “It is generally desirable that imposed taxes
and fees minimize distortions in economic decision‐making.” (at pg. 6‐4)
Although few neutrality concerns were cited relative to the existing tax
system, the authors did note potential neutrality issues with the proposed
gross receipts tax due to pyramiding, but accepted this as an inevitable trade
off of imposing a broad‐based tax on the economy. (see, Exhibit 6A‐2)
Importantly, the group also noted that providing an exemption threshold of
$350,000 per business would go a long way toward mitigating the identified
neutrality issues. (id.)

Neutrality (continued)

The Bottom Line: Neutrality

• Nevada’s current tax system has minimal impacts 
on normal market behaviors

• Neutrality concerns will be significant if the state 
chooses to add major new tax sources, 
significantly increase the tax base, or increase tax 
rates

• Increasingly mobile consumers and suppliers 
makes neutrality concerns particularly important

60
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Zubrow Report
(1960)

In the author’s discussion of the principals of taxation, they quote Adam
Smith’s The Wealth of Nations stating, “The tax which each individual is bound
to pay ought to be certain, and not arbitrary. The time of payment, the manner
of payment, the quantity to be paid, ought all to be clear and plain to the
contributor, and to every other person…” (at pg. 151) Although this is provided
as a premise, it is not a recurring area of concern throughout the Zubrow
report.

The Lybrand Report
(1966)

The report does not provide a significant discussion of transparency although
its authors do caution, “Even though all taxes tend ultimately to be dispersed
throughout the economy, the initial impact and the process of dispersion might
have serious consequences.” (at pg. 51)

Price Waterhouse/UI 
Report
(1988)

The report calls for increased transparency, particularly as it relates to
Nevada’s system of property tax assessment. (at pg. 21) The authors note in
their recommendations that the state should “[adopt] a ‘truth‐in‐taxation’ or
full disclosure law whereby officials are required to fully disclose the change in
effective tax rates of the property tax and then hold public hearings prior to
voting a change in the effective tax rate. “ (id.)

AB 801 Legislative Study
(1990)

There is no material commentary on the transparency of the state’s tax system
in the AB 801 Study record.

Governor’s Task Force
Report
(2002)

The report notes that transparency, “relates to the ability of the person or
business paying the tax to readily calculate their individual tax burden. It is
considered generally desirable that levies not be hidden so that individuals or
businesses may be able to readily ascertain the amount paid for government
services.” (at pg. 6‐5) The authors found no transparency concerns with the
existing tax system, but did cite potential transparency issues with the
proposed gross receipts levy. (see, Exhibit 6A‐2) This was considered an
inevitable externality of providing the broadest possible tax base and the
lowest possible rate. (id.)

61

Transparency

The Bottom Line: Transparency

• Generally speaking, Nevada’s current tax system is 
fairly transparent

• Some transparency concerns exist with the way in 
which property is assessed and ad valorem taxes 
are calculated

• There are often tradeoffs between transparency, 
equity and stability
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Zubrow Report
(1960)

Although recommendations are offered throughout the report, there is
modest, if any, treatment of the political viability of those recommendations.

The Lybrand Report
(1966)

The report’s authors note, “We disregarded such factors as the political
unpopularity of certain types of taxes and present obstacles imposed by the
State Constitution;“ (at pg. 3) That said, they do cite the political arguments for
and against gaming tax increases stating, “Public opinion has focused on
gaming as a source of higher tax revenues. The gaming industry, on the other
hand, contends that it is already highly taxed and an additional burden could
cripple it. This might create a chain reaction and undermine the economy of
Nevada, which is already heavily dependent on gaming ‐ as an employer, a
consumer, and a vital part of the tourist industry.” (at pg. 1) Further, in
recommending the state impose a personal and corporate income tax the
authors note, “These taxes are invariably unpopular but a sound fiscal policy
rarelywins a popularity contest.” (at pg. 4)

In disposing of property taxes as a viable alternative to addressing the state’s
projected revenue shortfall, the authors clearly considered the political
realities of such an alternative in stating, “In any case, it would be unrealistic
to project any increase in the State’s property tax rate. Even if local units
should decide to rely more heavily on property taxes and the trend is in the
opposite direction nationally, toward greater diversification of local sources of
revenue ‐ the State is likely to seek other sources of revenue before increasing
the burden on the property owner.” (at pg. 41) By contrast, in recommending
increases in the liquor tax they note, “The taxation of liquor is always a likely
prospect when increased revenues are needed. It is felt that, at the very worst,
a higher tax will discourage the consumption of liquor, an effect which is
considered socially desirable.” (id.)

63

Political Viability

64

Price Waterhouse/UI 
Report
(1988)

The report notes that Nevada needs “options as well as recommendations”
and along with those options should come “a discussion regarding the policy
tradeoffs.” (at pg. 3) Using an analogy, the authors suggest that the role of the
analyst is to “define the policy mesa, often having to be satisfied with warning
political leaders where the cliffs are rather than the ‘best’ point to stand.” (id.)

AB 801 Legislative Study
(1990)

Because this particular study is unique in that it was performed by the
legislature itself, it is assumed that the recommendations presuppose some
degree of political viability.

Governor’s Task Force
Report
(2002)

The Task Force clearly distinguished between the role of policy analysis and
the political process itself, noting that it projected the state’s revenue shortfall
based on previously approved spending levels and that anything further being
“clearly within the purview of the Legislature.” (at pg. 3) Further in submitting
its recommendations the report notes, “This section outlines one potential
plan to address Nevada’s fiscal challenges. More than 30 alternative revenue
sources were modeled by the technical working group, giving rise to nearly
100 alternative scenarios. The proposal submitted reflects the alternative we
believe best meets the long‐run needs of the State and spirit of ACR 1. That
having been said, we are mindful of the truism that there is neither a perfect
tax nor a perfect tax system. In addition, Nevada’s tax history is most clearly
distinguished by its evolutionary nature and its concern for minimizing the
individual tax burden. Regardless of the recommendations of this Task Force,
or the ultimate action taken by the Nevada Legislature in 2003, Nevada’s fiscal
system will inevitably be required to adapt to the needs and the changing
landscape of the local, national and international economy. This must be done
with an eye to the future and not in spite of it.” (at pg. 3‐9)

Political Viability (continued)
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The Bottom Line: Political Viability

• There is no perfect tax, nor a perfect tax system

• Taxes are invariably unpopular, but a sound fiscal 
policy rarely wins a popularity contest

• Nevada’s tax system is not arbitrary, but is a clear 
reflection of the state’s history and political will 

• The “Nevada Tax Cycle” is clear
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