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Income taraet for state
ennsylvania doesn’tjust have a fiscal deficit.It has an
achievementdeficit in too many school districts. Deal-Ping with both of those problems will require political

courage from state-level politicians and an acceptanceof
reality on the part of taxpayers.

After nearly 10months of delay,the state House last
week approveda 16percent increase in the state income
tax, which will drive it from the current 2.8 percent to 3.25
percent. It would remain at that leveluntil the beginning
of the 2004-2005fiscal year, next July 1,when it would drop
to 3.1percent, 10.7percent higher than today’s 2.8 percent.

The additional revenue would enable the state govern-
ment to closinga persistent, systemicrevenue short-
fall in the state budget, while enabling it to better fund 
early childhoodeducation initiatives that have been
shown to improve student achievement over the long
term.

During the first sixmonths of next year, the 3.25per-
cent rate would generate $600 million in state revenue. For
the 12months after that, it would generateabout $750mil-
lion.

Local schooldistricts would receive average 3percent
increases in their state subsidies and average increasesof
about 4 percent for their special education budgets.

Althoughmany senators, Republicansand Democrats,
say that the tax rates are open to debate, it appears certain 
that some income tax increase will take effect.That won’t

cause dancingin the streets, but the income tax is the 
right target, and the approach is realistic.

Pennsylvania’scombined state and local income
tax average ranks 34th in the nation, whereas its local
property taxes are amongthe highest in the nation.
The impact of those high local property taxes is com-
pounded in Pennsylvania because of the state’shigh
percentage of older residents, who no longer earn
enoughmoney to keep up with exponentially increas-
ing property -bills driven by the costs of lo-
cally funded education.

Shiftinga portion of the local tax burden to the
state income tax will help to provide local school dis-
tricts with the opportunity to reduce property taxes, 
particularly when the state governmentfinally
reaches a consensus on how to establish slotmachine
gambling as a source of education revenue. 

The income tax is the least regressive tax option
that the state governmenthas, in that exemptionsex-
ist for the lowest-incomewage earners. That is not so
for the sales tax, which the Legislature considered in-
creasingas an alternative to the incometax hike. 

Ideally,an improvingeconomywill help to close
some of the revenue hole. Inevitably,however,
sylvaniahas to invest more in its schools if it hopes to
sustain long-term economic improvements,and that
requires a shift away from the property tax.


