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Nevada Economic Forum 
Revenue Outlook: State 2% Sales and Use 
Tax, Gaming Percentage Fees
BY SARAH CRANE

The following revenue forecasts link Nevada’s general sales and use tax revenues (NRS 372) and its gaming 
percentage fee revenues (NRS 463) to measures of underlying economic growth. The pandemic has darkened the 
near-term outlook. Sales tax collections and gaming percentage fee collections plummeted in fiscal 2020 despite an 

impressive first half as policymakers, consumers and businesses responded to the emergence of COVID-19. The dramatic 
decline in economic activity will reduce sales tax revenues this year and early next year. Severely reduced tourism and 
business closures delivered an even harsher blow to gaming percentage fee collections. Revenues will rebound in earnest 
with the broader economy in 2022, but it will be the middle of the decade before they return to precrisis levels.

Regional economy
The COVID-19 pandemic has crippled Ne-

vada’s once outperforming economy. The hit 
to tourism-dependent industries has weak-
ened the state’s main source of employment, 
income and revenue. Measures restricting 
travel, social interactions and business activ-
ity spurred mass layoffs this spring and sent 
the state unemployment rate up to a record 

30% in April, the highest in the nation. It has 
since fallen to 12% as of October, still well 
above the U.S. average.

Employment in October was 8.5% lower 
than in February, slightly worse than in the 
rest of the West and the nation. The down-
turn has been far more severe in Las Vegas 
than in the rest of the state, which has nav-
igated the crisis about as well as the U.S., 

if not better (see 
Chart 1). Although 
reopening businesses 
have boosted hiring 
since May, Nevada’s 
tourism-centric 
economy suffered a 
remarkably severe 
contraction from 
February to April. 
Visits to the state all 
but vanished when 
businesses and casi-
nos shut their doors, 
causing the leisure/
hospitality industry 

to shed the largest share of workers by far 
(see Chart 2).

Industry payrolls have increased marginally 
since June, after casino reopenings brought 
back some tourists and jobs. The recession was 
less damaging to manufacturing, but factory 
employment has not rebounded like it has in 
most states. The performance of the public 
sector has been typical for the U.S., with job 
losses concentrated in local governments as 
many school districts shifted from in-person 
instruction to remote learning.

The pandemic will weigh on hospitality and 
especially accommodations for years. Nevada’s 
hotel occupancy rate averaged 44% in the 
three months ended in October versus 71% 
during the same period in 2019. The average 
room rate was also down by about 23% from 
a year earlier. Passenger volume at McCarran 
International Airport and Reno-Tahoe Interna-
tional Airport has been picking up, but it is less 
than half of what it was a year earlier. Travel 
will remain muted as businesses maintain ca-
pacity constraints, events are canceled or post-
poned, international travel is restricted, and 
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people remain cautious about the spread of the 
virus. Further, convention and trade shows will 
temporarily move to a virtual format, costing 
Nevada a crucial source of visitors and spend-
ing. Business and international travelers have 
an especially high rate of spending per visitor.

Economic growth in Nevada is set to slacken 
in the coming months as uncertainty about 
the pandemic’s path causes households and 
businesses to spend more cautiously. New 
COVID-19 cases have accelerated in most parts 
of the country and federal government support 
has all but expired, factors that will temper the 
pace of recovery in the near term. The state 
unemployment rate will keep slowly declining 
and drop into the single digits in the second half 
of 2021, significantly later than in the rest of the 
U.S. (see Chart 3). It will be another few years 
before the jobless rate returns to the norms of 
the previous decade. Though population growth 
will remain well above average, the extraordi-
nary degree of economic uncertainty will crimp 
the normally robust pipeline of new residents. 

This will slow the pace of household formation 
and growth in housing-related industries over 
the next few quarters.

Once a vaccine or highly effective medical 
treatment for COVID-19 has been approved 
and widely distributed, Nevada’s economy will 
regain momentum. The baseline forecast now 
counts on a faster rollout beginning in early 
2021, taking several months to gain acceptance. 
This would allow Nevada to once again best the 
rest of the nation by most gauges of economic 
growth beginning in 2022, though it will take 
some time to make up all of the ground that 
has been lost. Any delay in the rollout and ac-
ceptance of a vaccine beyond what is assumed 
in the baseline would result in weaker revenue 
collections than projected in this forecast.

While secondary industries will make a 
greater contribution to Nevada’s growth over 
the near term, the economy’s heavy reliance 
on tourism, historical cyclicality, and worsening 
infection incidence leave it extremely exposed 
to pandemic-related risks (see Chart 4). A 

resurgence in infection rates statewide and 
nationally poses a rising threat to the fragile 
recovery, as Moody’s Analytics research finds 
a clear link between containing the outbreak 
and the economy’s performance. Even without 
widespread shutdowns, consumers and busi-
nesses are likely to pull back if the pandemic 
remains unchecked, resulting in significant 
economic damage.

Our baseline outlook holds that the econo-
my will avoid an outright double-dip recession. 
This optimism rests on the assumption that the 
new Biden administration and Congress will 
quickly come to terms on another sizable fiscal 
rescue package of $1.5 trillion by mid-February.

Our more pessimistic downside scenario 
assumes that the incidence of infections, hos-
pitalizations and deaths from COVID-19 rises 
significantly more than expected in the base-
line. More infections and stricter limitations on 
consumers and businesses would be ominous 
for jobs, incomes, confidence and spending 
(see Chart 5). Further, policymakers are not 

Presentation Title, Date 2

Chart 2: Tourism Leading Declines
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Chart 4: Nevada Is Extremely Vulnerable
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able or willing to provide additional timely 
fiscal support to the economy. The decline in 
consumer spending causes real GDP to decline 
through the third quarter of 2021, and the un-
employment rate starts to rise again.

Sales and use taxes
Forecast. Sales tax collections plummeted 

in fiscal 2020 as policies to flatten the curve 
of COVID-19 dramatically reduced economic 
activity. Revenues for the full year were down 

1.7%. The removal of 
many business restric-
tions caused sales tax 
collections to jump a 
bit in the first quarter 
of fiscal 2021, but on a 
year-ago basis declines 
will remain severe. 
Full-year revenues are 
forecast to come in 1% 
lower in fiscal 2021. 
The pace of economic 
and thus collections 
growth is projected to 
pick up considerably 
as the economy gets 

back on its feet. Given the severity of the initial 
drop, however, collections in fiscal 2023 are 
projected to be only slightly higher than in fis-
cal 2019 (see Table 1a).

The double-dip recession envisaged by the 
alternative downside scenario would be much 
more damaging for sales tax revenues, causing 
a 4.7% decline in fiscal 2021 and a 9.8% drop 
in fiscal 2022 (see Table 1b). Collections at the 
end of the forecast period would be on par 
with levels last seen in fiscal 2017.

Drivers. The main driver of sales and 
use tax collections is Nevada personal con-
sumption expenditures, which shed light on 
residents’ willingness to spend and tourism in 
Las Vegas. Another significant variable deter-
mining the trajectory of the sales tax forecast 
is U.S. wage and salary income. Wages and 
salaries make up more than half of personal 
income and help determine consumers’ ability 
to spend in the U.S. economy. National wage 
and salary income also serves as a helpful 
proxy for changes in the overall business cycle.

The COVID-19 recession and recovery have 
turned many traditional economic patterns 
on their heads. The crisis has temporarily 
weakened the relationship between personal 
income growth and sales tax collections. The 
combination of stimulus checks and extended 
and expanded unemployment insurance pay-
ments through July was more than enough to 
offset the declines in wages and salaries. This 
surge was accompanied by a dive in spending 
and sales tax revenues as consumers saved at 
unprecedented rates (see Chart 6).

This was partly because there were fewer 
spending opportunities as business restrictions 
and stay-at-home orders went into effect, and 
partly because of consumer caution. Spend-
ing surged as pent-up demand was released 
when restrictions on economic activity eased. 
However, after that initial rush, the reality of 
lost income, increased uncertainty around the 
virus and public safety, and limits on in-person 
activity will continue to keep activity below 
precrisis levels for some time.

The composition of consumer spending 
during the economic downturn has also 
shifted. So far, the biggest hit to spending 
has come to previously stable services, while 
goods spending, which is normally more vol-
atile, has bounced back strongly. Policies to 
flatten the curve of infections are falling much 
harder on service providers, and fears of the 
virus are hurting demand for in-person enter-
tainment. Although some of this demand is 
being transferred to sales of goods, much of it 
is disappearing altogether.

There are a number of unquantifiable risks 
to the forecast for sales tax collections. To the 
upside, the state began to collect sales taxes 
on online purchases in 2019, but the forecast 
does not explicitly account for any changes 
in the way that Nevada collects online sales 
taxes. To the downside, though many of the 
economic effects have been built into the 
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% change yr ago

Table 1a: December Sales and Use Tax Forecast
Q1 Q2 Q3 Q4 Total

Fiscal 2020, $ mil  321.60  344.69  284.28  264.13  1,214.70 
% change yr ago 7.46 8.48 -4.71 -17.41 -1.65
Fiscal 2021, $ mil  299.79  308.83  287.50  306.22  1,202.34 
% change yr ago -6.78 -10.40 1.13 15.93 -1.02
Fiscal 2022, $ mil  298.99  310.68  290.56  309.98  1,210.22 
% change yr ago -0.26 0.60 1.07 1.23 0.66
Fiscal 2023, $ mil  310.78  324.45  305.65  327.89  1,268.77 
% change yr ago 3.94 4.43 5.19 5.78 4.84

Sources: Nevada Legislative Counsel Bureau, Moody’s Analytics

Table 1b: December Sales and Use Tax Forecast - 
Alternative Downside Scenario

Q1 Q2 Q3 Q4 Total
Fiscal 2020, $ mil  321.60  344.69  284.28  264.13  1,214.70 
% change yr ago 7.46 8.48 -4.71 -17.41 -1.65
Fiscal 2021, $ mil  299.79  308.83  272.17  276.89  1,157.67 
% change yr ago -6.78 -10.40 -4.26 4.83 -4.69
Fiscal 2022, $ mil  264.03  269.47  246.54  264.29  1,044.33 
% change yr ago -11.93 -12.74 -9.42 -4.55 -9.79
Fiscal 2023, $ mil  266.19  278.95  264.91  287.33  1,097.38 
% change yr ago 0.82 3.52 7.45 8.72 5.08

Sources: Nevada Legislative Counsel Bureau, Moody’s Analytics
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baseline outlook, this revenue forecast has not 
been add-factored to explicitly account for 
the direct effects of the sales tax arrangement 
between the state and Tesla.

Gaming percentage fees
Forecast. The pandemic-induced down-

turn wiped out the momentum in gaming 
percentage fee collections growth in fiscal 
2020. Casino closures and the sharp drop in 
visitor numbers reduced annual collections 
by 17.7% from fiscal 2019. The relaxation of 
restrictions on casinos and other recreation 
services will attract visitors and push gaming 
percentage fee collections in the right direc-
tion, but they will be coming off of a severely 
depressed base. Therefore, annual collections 
in fiscal 2021 will be down 14.6% from the 
previous year. This represents a significant-
ly larger drop than during and after the 
Great Recession.

The recovery in percentage fee collections 
will be gradual because of persistent restric-
tions on international visitors and new reali-
ties in business travel. As a result, collections 
in fiscal 2023 are projected to remain 19% 
lower than in fiscal 2019 (see Table 2a). Un-
der the more pessimistic forecast, consumer 

spending on air travel, hotel stays and in en-
tertainment establishments is subdued for a 
long time. This scenario would cause a 16.2% 
decline in gaming percentage fee collections 
in fiscal 2021 and an 8.6% drop in fiscal 2022 
(see Table 2b).

Drivers. The cyclical drivers for Nevada’s 
gaming percentage fees are similar to sales 
and use taxes but with a few exceptions. 
Gaming percentage fees tend to have a 
higher correlation with national and global 
economic trends, whereas sales are highly 
dependent on local consumer spending. Na-
tional recreational service spending remains 
the best predictor of gaming percentage 
fee collections.

Consumer spending fell sharply during 
the brief recession and restrictions on ac-
tivity are impacting service spending more 
than goods spending. The trajectory for 
consumer spending is favorable for growth 
this quarter, but with finances weakened 
for many and in some cases decimated, 
any recovery will be modest even after the 
latest surge of infections passes. Tourism, 
still the key driver in the gaming space, will 
take years to return to pre-pandemic levels 
(see Chart 7).

Further, fears about virus contagion will 
conspire with restricted international travel 
to pressure tourism, and gaming percentage 
fee collections in turn. Would-be tourists 
will remain cautious until a widely available 
treatment or vaccine restores confidence. 
Data on air traffic at McCarran International 
Airport point to a particularly sharp drop in 
international visitors this year. The Asia-Pacif-
ic region has thus far had more success con-
taining the virus than the U.S., and gamblers 
from this region may be reluctant to vacation 
in Las Vegas even after travel restrictions 
loosen. The reduction in foreign visitors will 
undermine casinos and gaming percentage 
fee collections, given the importance of in-
ternational high rollers to baccarat volume 
in particular.

The amusement and gambling industries 
will benefit meaningfully from a COVID-19 
vaccine. Once a vaccine is approved, it may 
be a while before it has an impact on the 
economy, as it will take time to produce it for 
mass distribution and potentially even longer 
for it to gain wide acceptance among Amer-
icans. Because of the gradual nature of this 
acceptance, rather than as a discrete event, 
the support to gaming percentage fees from 
an effective vaccine will be spread out over a 
period of several years.

Outside of the economic impacts, sev-
eral structural issues will also play a part in 
the forecast. It remains to be seen how the 
expansion of legal sports betting across the 
country will affect Nevada’s gaming industry, 
though the loss of monopoly power has not 
slowed the state down so far. Nevada sports-
books continued to lead the way and sports 
wagers hit another record high in 2019, a 
sign that the Silver State maintains its appeal 
to sports fans. The development is unlikely 
to be a game changer for gaming percent-
age fees, since revenue from sports betting 
pales in comparison to that from other types 
of gambling.

Longer term, the structural break in 
the historical relationship between recre-
ational spending and gaming is becoming 
increasingly clear and drives a large part of 
the disparity in forecast growth rates for 
gaming compared with sales and use taxes. 
Increased competition from other states, 
international destinations such as Macau, 
and even online betting will further moder-
ate Nevada’s share of gaming in the years 

Table 2a: December Gaming Percentage Fee Forecast
Q1 Q2 Q3 Q4 Total

Fiscal 2020, $ mil  190.53  199.10  192.42  37.22  619.27 
% change yr ago 5.65 8.93 -3.08 -80.46 -17.67
Fiscal 2021, $ mil  111.22  165.39  116.06  136.28  528.95 
% change yr ago -41.63 -16.93 -39.68 266.11 -14.58
Fiscal 2022, $ mil  123.34  137.29  129.36  151.37  541.36 
% change yr ago 10.90 -16.99 11.46 11.07 2.35
Fiscal 2023, $ mil  137.38  152.74  145.72  172.59  608.42 
% change yr ago 11.38 11.25 12.65 14.02 12.39

Sources: Nevada Legislative Counsel Bureau, Moody’s Analytics

Table 2b: December Gaming Percentage Fee Forecast - 
Alternative Downside Scenario

Q1 Q2 Q3 Q4 Total
Fiscal 2020, $ mil  190.53  199.10  192.42  37.22  619.27 
% change yr ago 5.65 8.93 -3.08 -80.46 -17.67
Fiscal 2021, $ mil  111.22  165.39  112.03  130.08  518.72 
% change yr ago -41.63 -16.93 -41.78 249.45 -16.24
Fiscal 2022, $ mil  113.81  120.42  110.84  129.29  474.35 
% change yr ago 2.33 -27.19 -1.06 -0.61 -8.55
Fiscal 2023, $ mil  115.75  127.24  120.39  141.86  505.24 
% change yr ago 1.70 5.67 8.62 9.72 6.51

Sources: Nevada Legislative Counsel Bureau, Moody’s Analytics
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ahead. Las Vegas tourism has been rela-
tively successful in addressing the changing 
gambling and entertainment landscape by 

diversifying be-
yond its traditional 
gaming image and 
branding itself 
more as a compre-
hensive vacation 
destination that 
appeals to a wider 
range of visitors. 
As a result, live 
entertainment and 
sales and use taxes 
will increase at the 
expense of gaming 
percentage fees.

Complicating the forecast is the fact 
that the seasonal pattern inherent in 
historical gaming collections data has 

changed in recent years, which is rather 
unusual. Actual gaming percentage fee 
collections since 2016 have not followed 
their long-standing seasonal pattern of 
hitting their peak in the second quarter 
and then falling off heading into the fall. It 
is yet unclear what might be contributing 
to this change in seasonality, or whether 
the causes are economic or noneconomic. 
What is certain, though, is that the lack 
of seasonal uniformity is causing greater 
variance in quarterly fluctuations within 
the gaming collections forecast model. 
Moody’s Analytics will keep a close eye on 
this issue as more data become available 
to see what, if any, adjustments should 
be made to our modeling methodology in 
future forecast cycles.
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