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Nevada Economic Forum 
Revenue Outlook: State 2% Sales and Use 
Tax, Gaming Percentage Fees
BY DAN WHITE AND HALEY CURTIN

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. Sales tax collections and 
gaming percentage fee collections plummeted in fiscal 2020 as policymakers, consumers and businesses 

responded to the emergence of COVID-19. Severely reduced travel and emergency business restrictions delivered 
an even harsher blow to gaming percentage fee collections. Distribution of COVID-19 vaccines is set to provide the 
turning point for the economy’s recovery, with herd immunity on track to be reached by the end of the summer. 
Revenues will rebound in earnest with the broader economy in the second half of fiscal 2021, fueling a return to 
pre-pandemic levels over the next several years.

Regional economy
There is light at the end of the tunnel for 

Nevada’s economy as it continues to make its 
way out of the COVID-19 recession. Nevada 
was among the hardest hit at the peak of the 
pandemic, and annual benchmark revisions 
show that the plunge in employment was 
even worse than initially estimated. However, 

the state has been adding jobs back on pace 
with the West and U.S. averages in recent 
months. Measures restricting travel, social in-
teractions and business activity spurred mass 
layoffs this spring and sent the state unem-
ployment rate up to a record 30% in April, 
the highest in the nation. It has since fallen to 
8% as of March, closing the gap between the 

U.S. and West averag-
es (see Chart 1).

As of March, 
payrolls had re-
couped nearly 57% 
of COVID-19 related 
losses. This trails 
the U.S. average of 
62% but is ahead of 
the average western 
state. Tourism-de-
pendent, leisure/
hospitality payrolls 
have not found their 
stride yet as the 
state’s COVID-19 

restrictions have weighed on activity into the 
new year. In contrast, the retail industry has 
already regained all of its pandemic losses 
and then some, and manufacturing employ-
ment is nearing its pre-pandemic peak as 
well (see Chart 2). The performance of the 
public sector has been typical for the U.S., 
with job losses concentrated at the local level 
as school districts navigate a return to fully 
in-person instruction.

The pandemic will weigh on hospitality 
and especially accommodations for years, 
but conditions are improving. Passenger vol-
ume at McCarran International Airport and 
Reno-Tahoe International Airport has been 
picking up but remains about 50% below 
precrisis levels (see Chart 3). Capacity limits 
at casinos, bars and restaurants have been 
increased with employee vaccination rates 
ultimately determining when occupancy can 
increase further. Conventions, conferences 
and trade shows with more than 250 people 
may also now have up to 50% capacity, the 
beginning of the recovery for a crucial source 
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of visitors and spending. Nevada’s vaccina-
tion rollout is on par with the nation’s, and 
the state will likely reach herd immunity by 
late summer. As Nevada lifts more restric-
tions and tourist travel picks up, leisure/hos-
pitality job growth will accelerate past the 
U.S. average later this year and continue to 
outperform through at least next year.

This acceleration will carry forward to 
the rest of Nevada’s economy in the com-
ing months. As herd immunity is achieved, 
reduced epidemiological risks, pent-up de-
mand, and excess savings will fuel consumer 
spending nationwide (see Chart 4). As the 
state’s primary economic engine revs up, em-
ployment in most of Nevada’s secondary in-
dustries will begin to return to pre-pandemic 
levels as well. Professional/business services 
will step on the gas as gradual reopenings 
increase the need for administrative and 
support jobs. Healthcare employment will 
also get back on track as the industry hires 
to meet pent-up demand for elective proce-
dures. Though, it will be another few years 
before the jobless rate returns to the norms 
of the previous decade.

Population growth will remain well above 
average, but demand for housing will soften 
over the near term. Record low mortgage 
rates drove homebuyers to compete for 
homes in the state’s already undersupplied 
housing market during the pandemic. As a 
result, single-family house prices have spiked 
more than 10% over the past year. Rising 
mortgage rates will gradually curb demand 
for new homes even as developers increase 
building activity. The pace of growth in hous-
ing-related industries will cool over the next 
few quarters in turn.

The baseline outlook makes some im-
portant U.S. level macroeconomic assump-
tions that are material to Nevada’s revenue 
outlook. The first assumption is that the 
vaccination process will continue at a fast 
enough pace to get the country to herd im-
munity by the end of the summer. Though 
the pace of overall vaccinations will slow 
a bit as higher-risk populations are already 
vaccinated, the U.S. is far enough along in 
the process where this appears to be a very 
low-risk assumption. However, there is 
always a possibility that new strains of the 
virus prove resistant enough to the current 
vaccines that numbers start to tick back up. 
Such a possibility remains a remote, but im-
portant, risk to the forecast.

Second, the baseline forecast assumes 
that more stimulus is on the way in the 
form of a reconciliation bill this fall. The 
most likely scenario is that Democrats enact 
a “Build Back Better” package via recon-
ciliation that includes roughly $2 trillion 
in infrastructure 
investments and 
$1 trillion in social 
spending over the 
next 10 years. That 
spending is assumed 
to be paid for in part 
by increases in per-
sonal and corporate 
income taxes, which 
will offset some of 
the boost to overall 
economic growth. 
This assumption is 
less impactful to 
the Nevada revenue 

forecast as most of the economic boost 
from infrastructure will not be realized until 
late in the next biennium. Nonetheless, risks 
around this assumption are to the down-
side. Should federal policymakers fail to get 
anything enacted in the fall, it could have 
a material impact on consumer confidence 
which would lower potential sales and 
gaming revenues.

To help account for some of these down-
side risks, we have constructed a more 
pessimistic downside scenario as part of 
this forecasting exercise. You will see it re-
ferred to throughout this document as the 
Alternative Downside scenario. This scenario 
assumes that the incidence of infections, 
hospitalizations and deaths from COVID-19 
remains significantly more elevated than the 
baseline through the end of this year, caus-
ing businesses to reopen much more slowly 
than anticipated in the baseline (see Chart 
5). More infections and stricter limitations 
on consumers and businesses would repre-
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sent a major downside to the outlook for 
jobs, incomes, confidence and spending. Sim-
ilarly, the alternative scenario assumes that 
disagreements in Congress result in a much 
smaller and less impactful federal stimulus 
package enacted in the fall.

Sales and use taxes
Forecast. Sales tax collections plum-

meted in the second half of fiscal 2020 and 
first half of fiscal 2021 as policies to flatten 
the curve of COVID-19 dramatically reduced 

economic activity. 
Revenues in fiscal 
2020 were only down 
1.7% thanks to a 
strong pre-pandemic 
performance and col-
lections from online 
purchases, but the 
first two quarters of 
fiscal 2021 averaged 
a year-over-year de-
cline of 6.9%.

The baseline 
forecast calls for a 
strong recovery over 
the second half of 

fiscal 2021, with the vaccination rollout 
along with the easing of travel restrictions 
a turning point for the economy’s momen-
tum. Gains in the last two quarters of the 
fiscal year will make up for the slow start 
as full-year revenues are forecast to come 
in 4.2% higher than fiscal 2020. The pace 
of economic and thus collections growth is 
projected to pick up even more considerably 
as the economy gets back fully on its feet. 
Collections will return to just above their 
2019 prerecession level by the end of fiscal 

2021, before recovery picks up in earnest in 
fiscal 2022 (see Table 1a).

Under the Alternative Downside scenar-
io, a lack of hiring and eroding consumer 
confidence from stubbornly high virus sta-
tistics would limit the pace of recovery well 
into the next biennium. Fiscal 2021 would 
still experience 3.3% growth for the year 
because of gains that have already been 
booked, but would be followed by a mere 
0.1% gain in fiscal 2022 as conditions deteri-
orate (see Table 1b).

Drivers. The COVID-19 recession and 
recovery have turned many traditional eco-
nomic 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 unem-
ployment insurance payments 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.

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. Spending surged in the first quarter 
of calendar year 2021 as pent-up demand 
was released when restrictions on economic 
activity eased. Rapid job growth, further re-
ductions in the restrictions on activity, and 
confidence of consumers to move about as 
vaccines are administered will be catalysts 
for consumer spending through the end of 
the year (see Chart 6).

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 
volatile, has bounced back strongly. Policies 
to flatten the curve of infections fell much 
harder on service providers and are still hurt-
ing demand for in-person entertainment. 
Although some of this demand is being 
transferred to sales of goods, much of it is 
disappearing altogether.

We have tried to account for this change 
in consumer behavior by relying on Nevada 
personal consumption expenditures as an 
explanatory variable in the model. This has 
helped during the pandemic to gauge not 
only consumers’ means to spend on tax-
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Table 1a: Baseline 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  320.20  312.43  333.76  1,266.18 
% change yr ago -6.78 -7.11  9.90  26.36  4.24 
Fiscal 2022, $ mil  332.03  347.13  323.72  342.05  1,344.93 
% change yr ago  10.76  8.41  3.61  2.48  6.22 
Fiscal 2023, $ mil  339.58  351.93  329.07  350.24  1,370.82 
% change yr ago  2.27  1.38  1.65  2.39  1.92 

Sources: Nevada Legislative Counsel Bureau, Moody's Analytics

Table 1b: 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 299.79 320.20 312.43 321.87 1,254.29
% change yr ago -6.78 -7.11 9.90 21.86 3.26
Fiscal 2022, $ mil 311.47 321.73 301.48 320.50 1,255.17
% change yr ago 3.90 0.48 -3.51 -0.43 0.07
Fiscal 2023, $ mil 319.51 330.04 307.66 328.38 1,285.59
% change yr ago 2.58 2.58 2.05 2.46 2.42

Sources: Nevada Legislative Counsel Bureau, Moody’s Analytics
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Table 2a: April 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 111.21 168.65 120.17 135.22 535.25
% change yr ago -41.63 -15.29 -37.55 263.27 -13.57
Fiscal 2022, $ mil 133.20 170.10 146.31 170.10 619.72
% change yr ago 19.77 0.86 21.76 25.80 15.78
Fiscal 2023, $ mil 155.29 173.36 165.25 186.54 680.43
% change yr ago 16.59 1.91 12.95 9.66 9.80

Sources: Nevada Legislative Counsel Bureau, Moody's Analytics

Table 2b: April 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 111.21 168.65 120.17 120.40 520.43
% change yr ago -41.63 -15.29 -37.55 223.46 -15.96
Fiscal 2022, $ mil 112.79 127.95 121.76 138.87 501.37
% change yr ago 1.42 -24.13 1.33 15.34 -3.66
Fiscal 2023, $ mil 125.41 139.71 133.41 151.53 550.05
% change yr ago 11.18 9.19 9.56 9.12 9.71

Sources: Nevada Legislative Counsel Bureau, Moody's Analytics

able items, but also their willingness and 
ability to spend in the face of unprecedent-
ed uncertainty and business restrictions. 
As incomes continue to rise and savings 
rates decline with the level of uncertainty 
in the economy, this variable produces a 
healthy recovery in Nevada sales and use 
tax collections.

Similarly, the means to spend as mea-
sured by U.S. wage and salary income are 
helping to push the forecast higher over the 

next two fiscal years 
as well. The inclusion 
of wage and salary 
income helps to 
account for changes 
in the labor mar-
ket and long-term 
economic recovery, 
by controlling for 
onetime stimulus 
income and other 
aid, which would 
show up as trans-
fer payments from 
the government.

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 push gaming percentage fee col-
lections in the right direction, but improve-
ment is likely to be more gradual than with 

sales taxes and any gains will be coming off 
of a severely depressed base. As a result, the 
estimated performance of gaming percentage 
fee collections in fiscal 2020 through fiscal 
2021 represents a larger drop than during and 
after the Great Recession.

This summer will be a turning point for 
the recovery in percentage fee collections as 
herd immunity is reached and domestic trav-
el picks up. As a result, collections will turn 
around quickly in fiscal 2022 and fiscal 2023 
(see Table 2a).

Under the more pessimistic Alternative 
Downside scenario, consumer spending on 
air travel, hotel stays and in entertainment 
establishments remains subdued for a much 
longer period of time, representing close to 
a worst-case scenario for gaming percentage 
fees (see Table 2b).

Drivers. Drivers for Nevada’s gaming 
percentage fees are similar to sales and use 
taxes but with a few exceptions. Gaming per-
centage fees tend to have a higher correlation 
with national and global economic trends, 
whereas sales are highly dependent on local 
consumer spending. National 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 impacted service spending more than 
goods spending. However, as vaccination 
levels increase, infection rates are falling, 
and restrictions on travel and business 
activity are being lifted. Combined with a 
record level of federal fiscal support, the 
trajectory for consumer spending is very 
favorable for gaming percentage fees by 
this summer.

While domestic travel is picking up, un-
certainty surrounding international travel 
creates headwinds for this forecast. Data 
on air traffic at McCarran International 
Airport point to a rebound in traveler con-
fidence as there was a 60% increase in 
passenger volume from February to March. 
However, the importance of international 
travelers returning cannot be overlooked. 
In February, international passenger traffic 
was down 95%, year over year. This decline 
was felt in gaming more than anywhere 
else. House winnings from baccarat were 
down more than 56% compared with Feb-
ruary 2020. The pace of recovery in gaming 
percentage fees will remain limited until in-
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ternational travel, particularly between the 
U.S. and Asia, is able to resume in earnest 
(see Chart 7).

Outside of the economic impacts, sev-
eral structural issues will also play a part 

in the forecast. It 
remains to be seen 
how the expan-
sion of legal sports 
betting across the 
country will affect 
Nevada’s gaming 
industry, though 
the loss of monop-
oly power has not 
slowed the state 
down so far. Nevada 
sportsbooks contin-
ued 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 percentage 
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 and 
online betting will further moderate Neva-
da’s share of gaming in the years ahead. Las 
Vegas tourism has been relatively successful 
in addressing the changing gambling and 
entertainment landscape by diversifying 
beyond its traditional gaming image and 
branding itself more as a comprehensive 
vacation destination that appeals to a wider 
range of visitors. As a result, live entertain-
ment and sales and use taxes will increase at 
the expense of gaming percentage fees.
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