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I 
 
 
DC’s $6.65 billion in FY 2012 revenue comes almost entirely from 4 sources: 
 
 --Individual Income tax 
 --Real property taxes 
 --Sales and business taxes 
 --Non-tax revenue and fees  
 
This presentation is about these sources (mostly the 3 large tax sources) and the economy from which they are derived. 
It looks back over what has happened in the past 15 years and identifies challenges ahead. 
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                           Source of funds Amount ($ M) %

1. Individual income tax 1,468 22.1

2. Real property-related taxes 2,148 32.3

    (Real property tax, deed taxes, public space rental)

3. Sales and all other taxes on business 

transactions and income 2,067 31.1

 (General sales, selective sales, gross receipts, corporate 

income, unincorporated business, personal property)

4. Non-tax revenues and fees 864 13.0

    (Non-tax revenues, Lottery, O-type)

5. All other 103 1.5

   (Estate tax)

Total 6,651 100

DC Revenue System by source of funds: FY 2012

        Source: ORA (preliminary)            Amounts in this and all other tables are before earmarks.



Think of the DC revenue system as four buckets (plus an urn) that collect money from the 
economy and spend it on public services and infrastructure. 

 

 

Over the past 15 years, DC’s diverse revenue system has managed to keep funding the 
government, with the contribution of each tax bucket changing as the economy changed and 
tax policies were modified. Is it OK to just keep doing  more of the same? 
 
Should any of these buckets be changed? Is there a better way align taxes with the changing 
economy and still put enough money in the buckets to pay for services and infrastructure? 
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1 Individual income tax 

2. Real property related 

3. Sales and all business taxes 

4. Non-tax 

5. Estate 
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A remarkable recovery 
• The turnaround in the economy in the years since 1998, the year of the last Tax Review 

Commission, has been remarkable. 
• DC’s economy came through the recession better than most places in the country, but revenues 

during the recession did not keep up with DC’s Personal Income growth as they had been doing.  
• Revenues have picked up in the last two years and are greater than when the recession began.  
• The largest share of revenue gain over the past 15 years has been in taxes related to real property.  

Real property tax revenue growth has, however, slowed in the past two years.   
• Individual income and business taxes have led the revenue rebound in the last two years. 
 

Challenges 
• Recently, the two sectors (the federal government and professional services) that have driven 

increases in jobs and income over the past 15 years have slowed. It is not obvious at this point how 
much of the traditional drivers of DC economic growth will return if and when the US economy fully 
recovers from the recession. 

• Population growth seems set to continue; but how much does it depend on future increases in 
higher paying jobs that may only come with diversification of the economy? 

• The increase in revenue over the past 15 years was supported in large measure by real property, 
but future gains in real property-related taxes may be more modest in a post-bubble era. Can  
individual income and business taxes carry more weight in the years ahead? 

• An important matter for the future: balancing (1) the use of the tax system to help attract people 
and jobs with (2) paying for the services needed to help attract and retain those people and jobs.  

• Expected federal cutbacks may dampen or reduce grants DC receives; concern about the ability of 
local revenues to pay the bills, including infrastructure investment, takes on added importance. 

• As in the past, events beyond DC’s control can be expected to exert considerable influence on DC’s 
economy and tax base. 

 

4 
DC Office of Revenue Analysis OCFO 

  Key points  
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• No assumption is made about how much revenue will be needed in the future, or the contribution that is 
appropriate from any particular source of revenue.  

 
• Because it reasonable to assume that revenues would be expected to grow approximately in line with the 

economy much as it has in the past, comparisons with DC Personal Income are used in the presentation for 
purposes of illustrating the relationship of taxes to the economy. 
 

• Emphasis is on components of the District’s tax base. 
 
• This presentation assumes a DC tax base within the definition Home Rule Charter and current law. 

 
• No forecasts, no recommendations.    
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Assumptions and ground rules: 

Note: Data in charts and tables is from standard federal sources (Census, BLS, BEA) and from ORA. Some 
federal data is accessed through Global Insight or Economy.com.  Where federal data does not exist, 
estimates prepared by Global Insight and Economy.com have been used.  In some instances, estimates from 
available data have been made by ORA.  All data subject to revision. 
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DC has experienced a decade-long increase in jobs and population 

 

 

•Over the past 75 years, in addition to local policy changes, the District’s economy has been affected by 
wars, recessions, federal policy changes, and other factors beyond the city’s control. 

 
•Population peaked at 900,000 with WW II.  Now on upswing, it has returned to where it was in1989 , 
the level of 23 yr ago 

 
•More  jobs now than ever before.  
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The DC economy  
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EVEN MORE 
PEOPLE! 
 Every day the 
population is about 
double because of 
more than 500,000 
commuters, 65,000 
tourists, and 40,000 
students 

The center city of the 7TH largest 

US metro area in size, 4th in 

jobs.  DC has 24% of the metro 

area jobs, 11% of the people 

A real city-state: 
-more population than 1 state  
-more Personal Income than 6 states 
-more jobs than 9 states  
-more GDP than 15 states 

25th largest US city 
Just below : 
Baltimore, Denver, and 
Seattle 
Just above: 
Nashville, Louisville, and 
Milwaukee  

DC US  DC % higher

Per capita income 73,783 41,560 77.5%

Median household 

income 55,251 50,054 10.4%

% of population 

liv ing in poverty 18.4 14.3 28.7%

A city of contrasts

Wage and salary 

(except military 731,818

Proprietor 82,426

Domestic 7,533

Military 18,467

   Total 840,244

All full and partime 

employment in DC, CY 2011

Source: BEA.                                                                                                

Note: (1) BLS wage and salary 

employment for 2011 was 727,817                    

(2) Excludes employment in embassies and 

international organizations

EVEN MORE JOBS!
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DC did relatively well during the US recession and subsequent recovery 
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•Jobs located in DC barely even turned negative in 2009 and have 
continued to gain since. 
 
•Resident employment was hit much harder, but even that is 
now above the pre-recession level 
 
•Wages earned in DC had only one slightly negative quarter 
 
•Despite relatively high unemployment, estimated wages earned 
by DC residents (including working in the suburbs) outpaced 
those earned by all persons working in DC  

November 19, 2012    



Over the past decade, DC’s economic position has improved compared to the suburbs and the US 
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DC population in relation to the US and the metro area has 
stabilized. 
 
Since the recession, DC’s share of employment has increased 

 
For the past decade, DC’s percent of metropolitan area 
Personal Income has increased relative to its share of 
population 

November 19, 2012    

 



From FY 1998 (the year the last tax revision commission issued its report) to FY 2012: 
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 DC’s revenue increased 112.9% in nominal terms, and 51.3% adjusted for inflation. 

 DC’s taxes increased at an annual average rate of 5.5%, about 90% of the rate of increase in Personal 
Income.  

 Revenue  slowdowns occurred in the recessions of 2001 and 2008.  

 Revenues have more than recovered from the recession.  Revenues for FY2012 are $835 million (14.4%) 
above  FY 2010--and $449million (7.2%) above the prior peak in FY 2008. 

 Until the recent recession, most tax policy changes over the period tended to reduce revenue. 

 DC’s population grew  10.8%, and per capita taxes adjusted for inflation by 35.5%. 

 

   

FY 1998 FY 2012 % ch % ch per yr.

Tax revenue ($ million) 3,124.1 6,650.8 112.9 5.5

Revenue (millions of $2005) 3,722.9 5,631.0 51.3 3.0

DC population 566,010 627,402 10.8 0.7

Per capita taxes in $2005 6,577 8,975 36.5 2.2

CPI 164.3 228.6 39.1 2.4

DC PI ($ billion) 20.30 46.72 130.2 6.1

DC GDP ($ billion) 51.18 110.70 116.3 5.7

Note: % ch. per year is the average annual coumpound rate of change.

Source: ORA, BLS, BEA.  FY 2012 revenues are preliminary. Personal Income, GDP, 

CPI, and population for FY 2012 are from Global Insight

DC taxes and economy: FY 1998 to FY 2012
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From 1998 to 2012, taxes related to real property grew more rapidly than other major sources 
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•From 1998 to 2012 all taxes increased, but the largest and fastest growth was in those related to 
real property. 
 
•The increase in real property revenues ($1,414 million) was almost as much as the combined 
$1,495 million increase of individual and business taxes. Real property taxes increased by 192.5% 
compared to 70.4% for individual income and 75.3% for business taxes. 
 
•In the past two years, the individual income category gained more rapidly than the other 
categories. 

 
 
 

November 19, 2012    

Sector FY 1998 FY 2012 $ %

1. Individual income tax 862 1,468 607 70.4

2. Real property-related taxes 735 2,148 1,414 192.5

3. Sales and all business taxes 1,179 2,067 888 75.3

4. Estate tax 32 103 71 219.3

5. Non-tax revenue 316 864 547 173.0

  total 3,124 6,651 3,527 112.9

Source: ORA.  FY 2012 is preliminary

Amount ($M)

DC Revenues by Source: FY 1998 to FY 2012 (before earmarks)

change from 1998 to 2012



The real property-related share of DC revenue increased from 1998 to 2010, but it has fallen a little in the 
past two years.   
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•From 2010 to 2012 real property-related share of revenue fell from a high of 35.8% to 32.3%  
 
•By contrast, in those two years the individual income tax share of revenue rose from a low of 19.1% to 
22.1%. 
 

  Share of DC Revenues by Source: FY 

1998 to FY 2012

Sector FY 1998 FY 2012

1. Individual income tax 27.6 22.1 17.2 -5.5

2. Real property-related taxes 23.5 32.3 40.1 8.8

3. Sales and all business taxes 37.7 31.1 25.2 -6.7

4. Estate tax 1.0 1.5 2.0 0.5

5. Non-tax revenue 10.1 13.0 15.5 2.9

  total 100 100 100.0 --

Source: ORA.  FY 2012 is preliminary

% change in 

share of 

tota l  from 

1998 to 2012

Share of 

change

share of revenue: 
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Recession hit hardest those taxes most directly affected by capital markets and other aspects of the national 
economy.  They have since recovered a lot of the lost ground. 
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•From 2008 to 2010, DC ‘s revenues fell by 386.4 million (6.2%) 
•The recession’s impact was felt most strongly in 3 tax areas: (1) Non-withholding for the Individual 
Income tax (reflecting capital losses), (2) Deed taxes (reflecting national real estate markets), and (3) 
business income (reflecting weakened national economy).   
•From 2008 to 2010 increases in the real property tax offset about a third of the decreases in the 
taxes with the largest losses—and then it declined in 2011 when the recession’s impact on values 
was felt in assessments and tax bills. 
•From 2010 to 2012, the 3 taxes hit the hardest gained back about 70% of their lost revenue.  

2008 2010 2012 08 to 10 10 to 12 08 to 10 10 to 12

Non-withholding for the Individual  

Income tax (capita l  ga ins ) 347.9 36.6 157.5 -311.2 120.9 -89.5 330.1

Deed taxes 323.2 225.6 311.5 -97.6 85.9 -30.2 38.1

Bus iness  franchise (corp and UB) 413.1 323.7 470.6 -89.4 146.9 -21.6 45.4

      subtotal 1,084.2 585.9 939.5 -498.3 353.6 -46.0 60.4

Real  property 1,673.0 1,821.5 1,820.7 148.5 -0.8 8.9 0.0

Al l  other 3,445.0 3,408.4 3,891.4 -36.6 483.1 -1.1 14.2

   Total  6,202.1 5,815.8 6,650.8 -386.4 835.1 -6.2 14.4

     Source: ORA. FY 2012 is preliminary 

Amount of tax ($ mi l l ion)

Amount of change         

($ mi l l ion) % change

The US recession's impact on DC revenues: revenue in FY 2008, FY 2010, and FY 2012

    Note: FY 2012 reflects tax policy changes, including higher sales tax rate

                 Revenue source
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DC’s economy relies much more on the federal government and legal and professional services than either 
the suburbs or the US 
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The detailed table on the next slide shows how DC job sectors 
compare with those in the US and the DC suburbs:  
 
•DC’s share of wage and salary jobs exceeds the share in the US 
and the suburbs: 
         Federal government, education, non-profits, and 
         accommodations    (46.9% of DC jobs) 

 
•DC’s share is more than in the US but less than in the suburbs:  
         Professional and technical services   (14.1% of DC jobs) 

 
•DC’s share is roughly the same (mostly a little less) than in the 
US and the suburbs 
         Information, finance, other business services, health, and 
         restaurants   (26.8% of DC jobs) 

 
•DC’s share is far below the shares in the US and the suburbs 
          Retail, local government, most of the rest of the private 
          sector   (12.2% of DC jobs) 

 
 

Share of  wage and salary 
employment in (1) federal 
government and professional and 
technical services (in DARK BLUE), and 
(2) everything else (in LIGHT BLUE): 

DC 

DC 
suburbs 

US 

November 19, 2012    



DC’s service-oriented economy depends heavily on the federal government and professional and technical 
services—DC’s main “export” sectors that pay relatively high wages.   
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number % % of tota l

wages  per 

job

DC 

suburbs  US

DC metro 

area US

Federal government 212,592 29.2 34.8 97,097 7.5 2.2 55.4 7.4

Local  government 35,067 4.8 4.4 74,351 12.0 14.7 11.4 0.2

Profess ional  and technica l 102,683 14.1 21.1 122,026 16.3 5.9 21.7 1.3

Information 18,600 2.6 3.4 107,352 2.7 2.0 23.1 0.7

Finance 26,842 3.7 4.8 106,225 5.2 5.8 18.4 0.3

Other bus iness 47,450 6.5 4.2 52,624 7.4 7.3 22.0 0.5

Education 52,933 7.3 3.9 43,635 2.0 2.5 53.3 1.6

Health 62,267 8.6 6.0 57,053 9.1 12.7 23.1 0.4

Non-profit 60,192 8.3 8.3 82,171 4.1 2.2 39.2 2.1

Retai l 18,500 2.5 1.0 32,554 10.5 11.1 7.2 0.1

Restaurants 39,467 5.4 2.2 33,155 6.6 7.3 20.8 0.4

Accomodations 15,442 2.1 0.9 33,155 1.2 1.4 37.0 0.9

Al l  other 35,783 4.9 4.9 81,561 15.1 24.9 9.4 0.1

    Total  727,817 100.0 100.0 81,440 100.0 100.0 24.3 0.6

Public sector 247,658 34.0 39.2 93,873 19.6 16.8 35.8 1.1

Private sector 480,158 66.0 60.8 75,028 80.4 83.2 20.8 0.4

Source: BLS

Note: Sectors in bold=share of jobs in DC is greater than comparable share of jobs in the DC suburbs and the US.

DC % share of jobs  in

                   sector

Wage and salary employment in DC in CY 2011, with comparison to DC metro area and the US

Employment in DC

% dis tribution of jobs  

in:Wages  earned in DC
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Recent changes in the structure of the economy 
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Federal government and Professional and Technical services employment is no longer growing and both 
declined over the past year. In 2011 these two sectors accounted for 43.3% of all wage and salary jobs 
and 56.9%of all wages and salaries. 
Over the past four years the entire net increase in private sector jobs can be attributed to education, 
health, non-profit organizations, and hospitality and retail sectors. 
Looking forward, federal deficit reduction appears likely to reduce federal employment and spending. 
It is unclear how much business and professional services will rebound when the US economy improves. 
More diversification of the economy may be essential for significant expansion of higher wage 
employment. 

 

November 19, 2012    

sector Number

Education, health, and non-profi t 

organizations 21,429

hospita l i ty and reta i l  trade 6,755

profess ional  and technica l -2,465

al l  other private -2,686

al l  private 23,032

Change in DC Private Sector employment: 2008 to 

2012

Source: BLS (Global Insight estimate for 2012)



Examples of concerns for how current developments in the economy may affect the tax base 
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With the slowdown of federal and professional and technical 
employment, commercial office space leasing has slowed down 

 
Wage and salary growth has also slowed down. 
 
Education and health are dominated by non-profit 
organizations.  Many may not be able to afford high rents, have 
many jobs that do not pay top dollar, and have no taxable 
business profits. 
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Changing demographics: a similar view from 2 sources 
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DC Individual Income tax filer type: TY 2004 and TY 2009

2004 2009 ch % ch

Single 143,934 183,826 39,892 27.7

Married 50,614 57,863 7,249 14.3

Head of Household 57,197 55,239 -1,958 -3.4

Total 251,745 296,928 45,183 17.9

source: ORA

The US Census Bureau: 

    DC’s  Tax Office: 

November 19, 2012    

Census detail of DC household population: 2000 and 2010

2000 2010 amount %

Households with children 49,104 45,921 -3,183 -6.5

 % of hh 19.8 17.2

     Married 20,741 21,142 401 1.9

     Female hh, no husband 24,561 21,183 -3378 -13.8

     Other 3,802 3,596 -206 -5.4

Living alone 108,744 117,431 8687 8.0

Not-single, no children 90,490 103,355 12865 14.2

        Married 35,890 37,517 1627 4.5

        Female, no husband 47,032 43,680 -3352 -7.1

        Other 7,568 22,158 14,590 192.8

Source: US Census Bureau

ChangeLevelCensus estimates of DC Population:  2000 and 2010 

2000 2010 amount %

Population 572,059 601,723 29,664 5.2

median age 34.6 33.8 -0.8

Under 18 114,992 100,815 -14,177 -12.3

20 to 30 104,672 133,759 29,087 27.8

30 to 40 94,862 98,021 3,159 3.3

Over 65 69,898 68,809 -1,089 -1.6

Households 248,338 266,707 18,369 7.4

Avg hh size 2.16 2.11 -0.05

Source: US Census Bureau

Level Change



Real estate markets currently appear to be anticipating more rapid growth in population than jobs…. 
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…..and the recent slowdown in wage growth adds to 
uncertainty.  
 
•At the end of June, the growth from the prior year in wages 
for DC residents was lower than for the rest of the US for the 
first time in a decade.  
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Except for recessions, total revenues have generally kept pace with DC Personal income 
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High Low

Individual  income tax 3.14 4.77 (2000) 2.63 (2010)

Real  property-related 4.60 5.04 (2009) 3.09 (2001)

Sales  and a l l  bus ines  taxes 4.42 5.81 (1998) 4.18 (2011)

Non-tax revenues 1.85 2.79 (2000) 1.56  (1998)

Estate 0.22 0.48 (2002) 0.09 (4 years)

   tota l  14.23 16.61 (2000) 13.79 (2010)

ORA and BEA. Amounts from 2012 estimated from tax collection and Global Insight

% in 2012 

(est)

High and low pecent over the 

last 14 years

                sector

DC revenue by tax category as  % of DC Personal  Income: FY 2012 (est)

• In the latest recession, revenue growth lagged behind Personal 
Income. 
• From FY 2010 to FY 2012, however, revenues have increased faster 
than Personal Income (14.4% v 10.8%) 
•The performance of each tax group relative to Personal Income has 
changed over the past 15 years. 
•Real property-related taxes grew faster than Personal Income over 
most of the time period, but have slowed recently. 
•Individual income and business taxes grew slower than Personal 
Income over most of the time period, but have picked up in the past 
two years. 
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 Individual Income tax summary 
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Individual income tax revenue as % of DC 
Personal Income: 1998 to 2012 

Mont Co PG Arl Fairfax

Top bracket rate 8.5 to 8.95 8.2 to 9.45 8.2 to 9.45 5.75 5.75

Maryland Virginia

DCitem

Selected tax rate comparisons 

Source: ORA  "Tax Rates and Tax Burdens  Washington Metropolitan Area  2011"

November 19, 2012    

1998 2012 $ %

Withholding 652 1,311 659 101.1 89.3 108.6

Non-withholding 210 157 -52 -24.9 10.7 -3.7

   Tota l  862 1,468 607 70.4 100 100

   % of all DC revenue 27.6 22.1 17.2

Source: ORA. FY 2012 is preliminary.           DC Personal Income grew 130.2%.

Note: Non-withholding (primarily declarations , payments with return , and  refunds) is a measure of 

capital gains and other income greater or less than expected.

%of change 

from 1998 

to 2012

DC Individual Income tax: FY 1998 to FY 2012

    Tax component

Level  ($ mi l l ion)

Change from 1998 

to 2012 
% of tax 

"bucket" 

in 2012



 Individual Income tax 
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Income Category

Total Number of 

Returns

Federal Adjusted 

Gross Income Totals Total Taxes 

$30,000 and Under 40.3% 5.8% 5.0%

$30,000-$50,000 19.3% 10.6% 7.4%

$50,000-$75,000 14.6% 12.4% 10.4%

$75,000-$100,000 8.2% 9.8% 9.4%

$100,000-$200,000 11.9% 22.6% 24.2%

$200,000-$500,000 4.5% 17.9% 21.2%

$500,000 and Over 1.1% 20.8% 22.4%

Source: Office of the Chief Financial Officer/Government of the District of Columbia

Table 3-7 Distribution of Returns, Federal Adjusted Gross Income and D.C. Taxes

                   by Income Category, TY 2009
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Income tax components and tax base measures 
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Withholding 

Non-withholding 

Revenue from Individual income tax components 
as % of DC Personal Income: 1998 to 2012 
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Summary of Real Property-related taxes 
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Real property-related tax revenue as % of DC Personal 
Income: 1998 to 2012 Mont Co PG Arl Fa irfax

Res identia l 0.85* 0.825* 1.072* 0.958 1.075

Commercia l 1.85** 0.825 1.072 0.958 1.075

Deed taxes*** 2.90 2.30 2.51 0.833 0.833

Selected tax rate comparisons 

i tem DC

Maryland Virginia

Source: ORA  "Tax Rates and Tax Burdens  Washington Metropolitan Area  2011"

*Note: DC stated rate is not what is actually paid. DC has a $67,500 homestead 

exemption,various credits, and  cap on increases.  Maryland counties also pay various 

regional levies that are not inclued.

**The first $3 million is taxed at 1.65.  ***Transfer and recordation combined

November 19, 2012    

1998 2012 $ %

Real  property 617 1,821 1,204 195.1 84.7 85.1

Deed taxes 108 311 203 188.7 14.5 14.4

Publ ic space rental 10 17 7 69.8 0.8 0.5

   Tota l  735 2,148 1,414 192.5 100 100

   % of all DC revenue 23.5 32.3 40.1

Source: ORA. FY 2012 is preliminary.   DC Personal Income grew 130.2%.

Level  ($ mi l l ion)

Change from 1998 to 

2012 
% of tax 

"bucket" 

in 2012

% of ch 

from 1998 

to 2012

Real property-related taxes: FY 1998 to FY 2012

    Tax component



Real Property tax base and liability 
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Tax class

Assessed 

va lue ($M)

Tax 

l iabi l i ty 

($M)

Effective 

rate per 

$100

Bas ic 

s tated 

rate per 

$100

Res identia l  80,063 557 0.70 0.85

Commercia l 59,224 1045 1.77 1.85

Al l  139,287 1685 1.21

Source: ORA

DC real property assessments and tax liability by class:                             

Tax Year 2012
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Real  property assessed value and value of property transfers 
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Summary of sales and all business taxes 
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Mont Co PG Arl Fairfax

General  sa les 6.00 6.00 6.00 5.00 5.00

Restaurant 10.00 6.00 6.00 9.00 9.00

Hotel 14.50 13.00 11.00 10.25 5.00

Corporate income 9.75 7.00 7.00 6.00 6.00

Selected tax rate comparisons 

i tem DC

Maryland Virginia

Source: ORA  "Tax Rates and Tax Burdens  Washington Metropolitan Area  2011"

Sales and all business tax revenue as % of DC Personal 
Income: 1998 to 2012 

Sales and all business related taxes: 1998 to 2012 ($ million) 

1998 2012 $ %

General  sa les 557 1,086 529 94.9 52.5 59.5

Selective sa les 96 107 11 11.9 5.2 1.3

Corporate franchise 175 311 137 78.3 15.1 15.4

UB franchise 47 159 112 239.4 7.7 12.6

Gross  receipts 237 349 112 47.4 16.9 12.6

Personal  property 68 55 -13 -19.1 2.7 -1.5

  tota l  1,179 2,067 888 75.3 100.0 100.0

% of personal income 37.7 31.1 25.2

Source: ORA. FY 2012 is preliminary.       DC Personal Income grew 130.2% from 1998 to 2012

Sales and all business related taxes (before earmarks): FY 1998 to FY 2012

    component

Level  ($ mi l l ion)

Change from 

1998 to 2012 
% of tax 

"bucket" 

in 2012

% of ch 

from 1998 

to 2012
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Sales tax base and tax liability 
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Retail 
56% 

Liquor 
2% 

Restaurant 
27% 

Parking 
3% 

Hotel 
12% 

Taxable Sales, FY 2010 

Retail 
40% 

Liquor 
2% 

Restaurant 
33% 

Parking 
4% 

Hotel 
21% 

Tax Liability, FY 2010 
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Sales and Business taxes 
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Revenue from Sales and business tax components as % of 
DC Personal Income: 1998 to 2012 

General sales 

Corporate franchise 

UB 

Gross receipts 
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DC funding: federal grants helped carry the District through the recession 
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•Cuts in federal grants to states as part of US deficit 
reduction measures would put added pressure on 
the DC revenue system . 

November 19, 2012    



 
 
Use of revenue system to contribute to private sector economic development 
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•Over the past decade, funding from the revenue system to assist in private sector economic development activity has 
risen from almost nothing to an estimated $113 million in FY 2012. This is the equivalent of about 1.7% of DC’s 
revenue. 
 
•Of the total, $63 million represents revenue earmarked from real property and sales taxes for Tax Increment Financing 
activities.  
 
•The other $50 million are abatements, credits, and other incentives are tax expenditures that involve provision of 
support with revenue forgone--funding that is not formally counted as a part of  reported DC revenues.  
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Paying for capital projects and infrastructure 
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 Total tax-supported debt outstanding is now approximately $8.31 billion, with FY 2011 
debt service costs of about $625.23 million.  

 The Home Rule Act limits maximum annual debt service on General Obligation Bonds 
to 17% of projected revenues in the current year 

 In 2009, the Council enacted a Debt Ceiling Act which statutorily limits all debt service 
on all tax-supported debt to 12% of General Fund expenditures, imposing much stricter 
limit on the issuance of debt 

 The District’s currently outstanding $8.31 billion of tax-supported debt produces a debt 
ceiling percentage of 9.98%  

 Capital projects now in the pipeline may well run into the debt ceiling cap. 

 The debt cap will be reached sooner if interest rates were to  rise or DC revenue growth 
slow. 

 A challenge facing the revenue system is how to square revenue constraints with the 
desire for increased infrastructure investment. 
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A remarkable recovery 
• The turnaround in the economy in the years since 1998, the year of the last Tax Review 

Commission, has been remarkable. 
• DC’s economy came through the recession better than most places in the country, but revenues 

during the recession did not keep up with DC’s Personal Income growth as they had been doing.  
• Revenues have picked up in the last two years and are greater than when the recession began.  
• The largest share of revenue gain over the past 15 years has been in taxes related to real property.  

Real property tax revenue growth has, however, slowed in the past two years.   
• Individual income and business taxes have led the revenue rebound in the last two years. 
 

Challenges 
• Recently, the two sectors (the federal government and professional services) that have driven 

increases in jobs and income over the past 15 years have slowed. It is not obvious at this point how 
much of the traditional drivers of DC economic growth will return if and when the US economy fully 
recovers from the recession. 

• Population growth seems set to continue; but how much does it depend on future increases in 
higher paying jobs that may only come with diversification of the economy? 

• The increase in revenue over the past 15 years was supported in large measure by real property, 
but future gains in real property-related taxes may be more modest in a post-bubble era. Can  
individual income and business taxes carry more weight in the years ahead? 

• An important matter for the future: balancing (1) the use of the tax system to help attract people 
and jobs with (2) paying for the services needed to help attract and retain those people and jobs.  

• Expected federal cutbacks may dampen or reduce grants DC receives; concern about the ability of 
local revenues to pay the bills, including infrastructure investment, takes on added importance. 

• As in the past, events beyond DC’s control can be expected to exert considerable influence on DC’s 
economy and tax base. 
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  Key points  
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Should any of these buckets be changed? Is there a better way align taxes with the economy and still put 
enough money in the buckets to pay for services and infrastructure? 
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Debate over taxation at the national level may provide an environment in DC to take a harder look at 
some of the buckets.  As a minimum, DC may have to respond to changes in national tax laws. 
  
DC is the only place in America where just 13 City Council Member and the Mayor can make changes 
to all of the state and local tax types. 

 

Concluding observations 
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       Appendix 1    Changes in population by age group from 2000 to 2010 
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Source: US Census Bureau 
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Appendix 2A    Business establishments in DC 
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Source: US Census Bureau 

Table 1-3  Business Establishments in DC, 2000 and 2009

A. Number of Establishments by Sector: 2000, 2007, and 2009

Amount %

Total number of establishments 19,655 20,994 21,210 1,555 7.9

Utilities, manufac.,transport, & w arehousing 422 348 324 -98 -23.2

Construction 329 401 384 55 16.7

Wholesale trade 372 420 416 44 11.8

Retail trade 1,945 1,870 1,764 -181 -9.3

Information 763 757 727 -36 -4.7

Finance & insurance 1,857 2,183 2,150 293 15.8

Professional, scientif ic & technical services 4,211 4,745 4,820 609 14.5

Business services 1,337 1,153 1,328 -9 -0.7

Educational services 437 536 534 97 22.2

Health care and social assistance 2,004 2,109 2,139 135 6.7

Arts, entertainment & recreation 241 288 291 50 20.7

Accommodation & food services 1,644 2,146 2,203 559 34.0

Organizations and other services 3,686 3,993 4,067 381 10.3

Change from                 

2000 to 2009

2000 2007Sector 2009
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Appendix 2B   Business establishments in DC 
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B. Number of Establishments in 2009 by Sector and Number of Employees in the Establishment

1-4 5-19 20-99 100-499

500 or 

more

Total number of establishments 21,210 10,441 6,896 3,056 733 84

Utilities, manufac.,transport, & w arehousing 324 188 82 36 16 2

Construction 384 177 129 64 13 1

Wholesale trade 416 238 134 35 8 1

Retail trade 1,764 929 640 164 31 0

Information 727 354 212 114 41 6

Finance & insurance 2,150 1,217 730 168 32 3

Professional, scientif ic & technical services 4,820 2,662 1,379 584 177 18

Business services 1,328 629 354 246 90 9

Educational services 534 199 166 120 39 10

Health care and social assistance 2,139 988 760 311 66 14

Arts, entertainment & recreation 291 144 79 52 15 1

Accommodation & food services 2,203 711 805 592 86 9

Organizations and other services 4,067 1,946 1,423 569 119 10

Source: US Bureau of the Census: County Business Patterns, 2000, 2007, and 2009. Total includes unclassif ied and other.

All 

Establish- 

mentsSector

Number of Employees in the Establishment
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Appendix 3.  Income tax data for 2004 and 2009 
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