Oregon’s inaccurate revenue forecasting costs S
billions needed for critical public services

State Personal Income Tax Forecasting Errors, 1987 - 2022
Median state in black, Oregon in red, yellow when Oregon was worse than the median state

30% A
20% 1 o .
10% 1

0% 1

Forecasting error

-10% 1

-20% 1

-30% 1

T T T T T T T T T T T T T T T T T T

1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021
1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
Fiscal Year

Data from NASBO Fiscal Survey reports, 1987 - 2022
Positive forecast errors predicted more revenue than came in.

Oregon law requires legislators pass a balanced budget, with expenditures equal to expected revenues.! The
official revenue forecast is produced by the Department of Administrative Services Office of Economic Analysis.?
Oregon relies on personal income taxes for General Fund revenue more than any other state,? so the income tax
forecast is especially important.

Over the past 36 years of forecasting, Oregon’s personal income tax revenue forecasts were less accurate than
the median states’ 75% of the time.* Oregon's forecast has been worse than the median state every year since
2014.

Underestimating income taxes by more than 2% triggers Oregon’s unique kicker law, which rebates personal
income taxes back to taxpayers; the corporate income tax kicker goes to K-12 education since voters approved
Measure 85 in 2012.
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Each of the last five biennial forecasts underestimated income tax revenue, causing both the personal and
corporate tax kickers to kick.> The personal income tax kicker for 2021-23, the fifth in a row, will be the largest
yet: an expected $5.5 billion.? That will bring the total cost of recent personal income tax kickers to $10 billion,
not adjusted for inflation.

The personal income tax kicker makes Oregon’s tax system more regressive, as a large share goes to the
taxpayers with the highest incomes. The Top 1% of filers will split over S1 billion in kicker rebates from the
inaccurate 2021-23 forecast; some individuals’ kicker rebates will top $1 million.” Thanks to Oregon’s inaccurate
forecasts, billions of dollars that should have gone to housing, health care, social services, education, and
infrastructure were instead returned to Oregon’s wealthiest residents.

Forecast errors should be expected, but consistently underestimating revenue is evidence of systematic biases
and inaccurate assumptions. Oregon’s inaccurate, consistently low forecasts deprive legislators of the
opportunity to allocate tax revenues to critical public services. This has a real impact on the legislative and budget
process and ultimately harms Oregonians and the services they rely on from the state.
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