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Overview

• About ITEP

• ITEP’s Work in Alaska

• Progressive, Regressive, or Proportional?

• Why are Sales Taxes Regressive?

• Who Pays? in Alaska vs. National Average

• Property/Sales & Excise/Income Taxes in Alaska

• Sales Tax vs. Income Tax

• Sales Tax Holidays/Exemptions/Credits

• Other Options & Commissions

• Recommendations



About ITEP

The Institute on Taxation and Economic Policy 

• Non-profit, non-partisan research 
organization

• Federal, state, and local tax policy analysis

Mission:

• Ensure elected officials, media, and the 
general public have access to accurate, 
timely, and straightforward information 
to understand the effects of current and 
proposed tax policies with an emphasis on 
tax incidence analysis.



ITEP’s Work in Alaska
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Why are Sales Taxes Regressive?



Who Pays? in Alaska vs. National Average (Total)



Who Pays? in Alaska vs. National Average (Sales)

National Average



Who Pays? in Alaska vs. National Average (Property)

National Average



Local Property Tax as a Share of Total Tax Revenues

• Largest local tax source in 94% 
of the U.S.

• 78% of local tax dollars in AK, 
73% nationwide

• Real estate: Residential, 
commercial, industrial, 
agriculture + tangible property



Local Sales and Excise Taxes as a Share of Total Tax 
Revenues

• Second-largest local tax 
revenue source nationwide

• 20% of local tax dollars in AK, 
17% nationwide

• General sales and gross 
receipts taxes

• Selective taxes: Hotel, meals, 
utilities, tobacco, alcohol, etc.



Local Income Tax as a Share of Total Tax Revenues

• Present in 1 in 5 local areas 
nationally

• Typically a locality’s second-
largest tax source after 
property, displacing sales tax

• Types: Individual income, 
business income, payroll taxes



Comparing a $500M Alaska sales tax to a $500M 
Alaska personal income tax​ (2020 $)



Sales Tax Exemptions

• Exemptions are poorly targeted. The poorest 40% of taxpayers 
typically receive only about 25% of the benefit from exempting 
groceries. The rest goes to wealthier taxpayers who can more easily 
afford to pay the sales tax on groceries.

• Because they aren’t targeted, exemptions are very costly. Exempting 
groceries, for example, has the potential to reduce the revenue yield 
of each penny of sales tax by nearly 20%. This requires that 
lawmakers increase tax rates in order to offset the reduction in the 
tax base. 

• Sales tax exemptions will not greatly reduce necessary expenses for 
SNAP and WIC beneficiaries



Sales Tax Credits

• Some states and localities use cards for credits but they are typically 
administered through the income tax
• New Mexico’s “Low-Income Comprehensive Tax Rebate” offers a card for 

qualifying residents

• Texas and Illinois have card programs to offset food costs 

• Administering sales tax credits will be more difficult without an 
income tax and requires more funding for outreach
• The Washington Working Families Tax Credit issues tax refunds but applicants 

must file separately; take-up is ~45%

• Advocates should also pursue Property Tax Circuit Breakers



Sales Tax Holidays

• Nineteen states had sales tax holidays on the books in 2023, down from 20 
the previous year.

• These suspensions will cost states and localities nearly $1.6 billion in lost 
revenue in 2023, up from an estimated $1 billion just a year before.

• Sales tax holidays are poorly targeted and too temporary to meaningfully 
change the regressive nature of a state’s tax system.

• Overall, the benefits of sales tax holidays are minimal while their 
downsides are significant.

• Source: https://itep.org/sales-tax-holiday-2023-ineffective-alternative-to-
real-sales-tax-reform/ 

https://itep.org/sales-tax-holiday-2023-ineffective-alternative-to-real-sales-tax-reform/
https://itep.org/sales-tax-holiday-2023-ineffective-alternative-to-real-sales-tax-reform/


Other Options to Tax Tourists

• Restaurant taxes ​

• Florida ​

• Chicago has an additional 
restaurant tax on restaurants 
within a boundary in tourist-
heavy parts of the city ​

• Tourist fees ​

• Venice, Italy charges 
"daytrippers" a daily fee in 
season ​



Examples of Local Tax Commissions & Workgroups



Recommendations

• Request information from local entities that are either exploring 
revenue-raising ideas or have adopted sales tax credits/exemptions

• Consider advocating for state policy changes that will a) progressively 
raise state tax revenue and enable better state-local revenue sharing 
and b) strengthen local taxing authorities

• Advocate for a lower percentage of sales tax revenue offsetting 
property tax revenue

• Explore feasibility of taxing online purchases to broaden the sales tax 
base and ultimately lower the sales tax rate (especially since the local 
sales tax could lead to more online purchases)


