
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
TO:  TACIR Commission Members 
 
FROM: Harry A. Green 

Executive Director 
 
DATE: September 8, 2011 
 
SUBJECT: The Residual Effect of the Recession on Local Government Taxes 
 
1. TACIR recently completed an update of the staff web publication The 

Residual Effect of the Recession on Local Government Taxes, a copy of 
which is attached. That update concluded that the effect of recent multi-year 
declines in local sales tax collections and the threat of required future 
property tax rate increases pose future funding problems for local 
governments. 

 
2. Dr. Chervin will provide a further update on this topic at the Commission 

meeting, to include data from the latest housing market price index. 
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revenue. Local property tax revenue has risen over time primarily as a result of growing 
property values (and therefore taxable assessments). This has in many cases allowed nominal 
property tax rates themselves to remain fairly stable over a long period of time.8 

Conclusion 

The combined effect of recent multi-year declines in local sales tax collections and the 
threat of required future property tax rate increases poses future funding problems for local 
governments. The availability of federal stimulus money and deliberate state funding 
decisions favoring K-12 education (at the expense of other state programs) helped stabilize 
K-12 spending over the last three years. However future K-12 program funding will be 
problematic. 

Endnotes 
1This report focuses only on the two primary tax sources used to finance local governments. 
In addition to sales tax and property tax problems discussed in this report, local 
governments will also be impacted by slowly recovering state shared tax revenue and the 
end of the federal stimulus program (ARRA). 
2In Sevier County, local sales tax revenue exceeds property tax revenue. 
3Compared to collections during July 2009-April 2010. Data from April issue of Tennessee 
Department of Revenue “Revenue Collections.”  
4Carroll, Cheatham, Claiborne, Coffee, DeKalb, Fentress, Grainger, Hancock, Hardeman, 
Haywood, Jackson, Johnson, Lauderdale, Lincoln, McNairy, Meigs, Moore, Union, Van Buren, 
and Wayne. 
5 State sales tax collections during the July 2010-April 2011 period were $5,353.2 million, 
during fiscal year 2006, $5,396.3 million, and during fiscal year 2007, $5,664.1 million. 
6See schedule at http://www.comptroller1.state.tn.us/PAnew/Schedule.asp. 
7Source: Federal Housing Finance Agency. 
8In fact, nominal property tax rates in 73 counties were less in 2010 than in 1999. 
 




