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0LVVLVVLSSL� ODFNV� VXI¾FLHQW� WD[� UHYHQXH� WR�
adequately fund our schools, roads, public 
KHDOWK� FDUH� V\VWHP� DQG� RWKHU� VHUYLFHV� WKDW�
promote a strong economy and help working 
families build a secure future. Unless steps are 

WDNHQ� WR� UHYHUVH� FXUUHQW� WUHQGV�� WKH� JDS� EHWZHHQ� WKH�
state’s revenue stream and the services it provides will 

RQO\� ZLGHQ�� XOWLPDWHO\� WKUHDWHQLQJ� WKH� SURVSHULW\� RI� DOO�
Mississippians.

 

State tax revenues support the foundations of the  

economy and affect the quality of life for all Mississippians. 

Families and businesses depend on public funding for 

services such as K-12 public education; community 

FROOHJHV�DQG�XQLYHUVLWLHV��SXEOLF�VDIHW\��KHDOWK�FDUH��WKH�
MXGLFLDO�DQG�FRUUHFWLRQDO�V\VWHP��DQG�PRUH��

,Q� UHFHQW� \HDUV�� SROLF\PDNHUV� KDYH� UHVSRQGHG� WR�
the drop in revenue caused by the recent recession 

(2007-09) by making multiple rounds of cuts in key 

services rather than searching for less damaging ways 

WR�PHHW� WKH� VWDWHµV� FKDOOHQJHV�� 6LQFH� WKH� UHFHVVLRQ��
tax revenues have not been restored to year 2000 

OHYHOV��)�����$V�D�UHVXOW��SUHVVLQJ�QHHGV�UHPDLQ�XQPHW��
)RU� H[DPSOH�� WKH� 0LVVLVVLSSL� $GHTXDWH� (GXFDWLRQ�
3URJUDP��WKH�VWDWH�SODQ�IRU�DVVXULQJ�D�EDVLF�HGXFDWLRQ�
IRU�DOO�FKLOGUHQ��KDV�EHHQ�XQGHUIXQGHG�E\�D�VWDJJHULQJ�
�����ELOOLRQ�VLQFH�������ZKHQ�VWDWH�UHYHQXHV�ZHUH�DW�
their peak after Hurricane Katrina.

0LVVLVVLSSLµV� WD[� V\VWHP� FRQWDLQV� ¾YH� ¿DZV�
WKDW� WKUHDWHQ� RXU� IXOO� UHFRYHU\� DQG� IXWXUH�
prosperity: 

1. 7D[�H[HPSW� UHWLUHPHQW� VWDWH� LQFRPH� All 
UHWLUHPHQW�LQFRPH�LV�H[HPSW�IURP�WD[DWLRQ��HYHQ�IRU�
the wealthiest residents. The exemption is not an 
effective means to attract more retirees to the state. 
Retirement income should be taxed according to 
the taxpayer’s ability to pay.

2. 8QFROOHFWHG� VDOHV� WD[� IRU� RQOLQH� SXUFKDVHV� 
0LVVLVVLSSLDQV�DUH�PDNLQJ�PRUH�SXUFKDVHV�RQOLQH��
EXW�WKH�VHOOHUV��XQOLNH�WKHLU�FRPSHWLWRUV�ZKR�VHOO�LQ�
SHUVRQ�� DUHQµW� UHTXLUHG� WR� FROOHFW� WKH� VWDWH� VDOHV�
taxes that buyers legally owe. We should join other 
VWDWHV�LQ�¾[LQJ�WKLV�SUREOHP�

3. $UELWUDU\� VDOHV� WD[� RQ� VHUYLFHV� From legal 
DGYLFH�WR�ODZQ�FDUH��PDQ\�VHUYLFHV�DUH�WD[�H[HPSW��
,Q� WRGD\µV� HFRQRP\�� SHRSOH� DUH� VSHQGLQJ� PRUH�
RQ�VHUYLFHV�DQG� OHVV�RQ�JRRGV��VXFK�DV� IRRG�DQG�
FORWKLQJ��ZKLFK�DUH�WD[HG��7KH�VWDWH�VDOHV�WD[�KDVQµW�
EHHQ�DGMXVWHG�WR�UH¿HFW�WKHVH�FKDQJHV��0LVVLVVLSSL�
needs to bring its sales tax system up to date.

4. &RVWO\�FRUSRUDWH�WD[�ORRSKROHV� Most corporations 
in Mississippi pay no state income taxes Many are 
able to take advantage of the state’s various tax 
breaks and loopholes. Lawmakers should closely 
scrutinize these giveaways and end those that are 
wasteful and ineffective.

5. 2XWGDWHG�� LQHTXLWDEOH� LQFRPH� WD[� The state’s 
outdated income tax treats wealthy households 
the same as middle and low-income families. A tax 
system that ensures everyone pays their fair share 
would boost Mississippi’s resources and combat 
growing economic inequality. 

FIVE THREATS TO MISSISSIPPI’S TAX SYSTEM

Current Mississippi Tax Revenue 
Lower Than Year 2000 Levels

In 2008, state revenue peaked due to a spike from hurricane 
recovery spending. This spike was followed by a recession 
causing revenues to decline. Revenues have not been 
restored to year 2000 levels, leaving state services struggling 

after multiple years of budget cuts.  

General Fund Tax Revenue in Billions Since 2000 
(in 2009 dollars)

2000 2008 2012

Source: MEPC Analysis of State General Fund Revenue 
Estimate from the Revenue Esitimating Group 2006-2012 

$4.0 B

$4.5 B

$5.0 B

$5.5 B

2004

2000
$4.7 B

$4.6 B
2013

F:1F:1



Aging Population, Diminishing 
Resources
7KH�¾UVW�WKUHDW�WR�RXU�WD[�UHYHQXH�LV�WKH�VWDWHµV�H[HPSWLRQ�
RI�DOO� UHWLUHPHQW� LQFRPH� IURP� WD[DWLRQ��%\�������RQH� LQ�

¾YH� 0LVVLVVLSSLDQV�
will be over age 65 
�)����� 7KLV� SRSXODWLRQ�
VKLIW�� FRPELQHG� ZLWK�
the exemption for 
UHWLUHPHQW�LQFRPH��ZLOO�
erode Mississippi’s 
income tax revenue. 
The loss may be 
DPSOL¾HG�E\�LQFUHDVHV�
in the costs of 
providing services to 
an aging population.
  
The exemption was 
added to the tax code 
in 1994 and applies 
WR� DOO�� UHJDUGOHVV� RI�
the amount or type 
of income a retiree 
receives. 

This exemption costs 
the state over $340 
million annually; and  
the lost revenue has 
already increased by 
more than 50% in the 
ODVW� ¾YH� \HDUV� �)�����
If this trend remains 
XQFKHFNHG�� LW� FRXOG�

SXW� D� VLJQL¾FDQW� VWUDLQ� RQ� WKH� VWDWHµV� DELOLW\� WR� VXSSRUW�
VFKRROV�� KHDOWK� FDUH� DQG� RWKHU� QHFHVVLWLHV� IRU� \HDUV�  
to come. 

:KHQ� WKH� H[HPSWLRQ� ZDV� HQDFWHG�� LW� ZDV� WRXWHG� DV� D�
ZD\�WR�DWWUDFW�UHWLUHHV�WR�WKH�VWDWH��+RZHYHU��LQFRPH�WD[�
breaks are not effective at attracting seniors.1

0LVVLVVLSSL� LV� RQH� RI� RQO\� ¾YH� VWDWHV� WKDW� H[HPSW� DOO�
IHGHUDO��VWDWH��DQG�ORFDO�SHQVLRQV�DV�ZHOO�DV�PRVW�SULYDWH�
retirement income.2  Many states provide exemptions that 
DUH�OHVV�EURDG�DQG�EDVHG�RQ�LQFRPH�OHYHOV��SKDVLQJ�WKH�
exemptions out as incomes rise. This avoids putting a 
EXUGHQ�RQ�ORZ�LQFRPH�VHQLRUV��$OWHUQDWLYHO\��WD[HV�FRXOG�
be raised elsewhere to make up for the lost revenue. 

Retirement Exemption Cost The  State More Than 
$340 Million In Lost revenues

Source: IHL University Research Center Mississippi Tax Expenditure Report 2007-2011,  U.S. Administration on Aging analysis of U.S. Census 

interim population projections data

Mississippi’s exemption of all retirement income (both public and private), regardless of income level, was enacted 
in 1994. This exemption cost the state more than $340 million in lost revenues and has increased over 50% in the 

last five years. This will likely increase as the population ages.      

ESTIMATED RETIREMENT EXEMPTION TOTAL

Label: 
XX%

YEAR EXEMPTION

2012                $341,205,000 
2011                $323,976,000
2010                $314,368,000 
2009                $281,660,000   
2008                $226,000,000  

 
increase

in last
5 years

51%

SHARE OF MISSISSIPPIANS OVER 65
In 2030 one in five 

Mississippians

will be over 65

Up from 12.8% in 2010

Mississippi is 
one of only 
five states 

that exempt 
all federal, 

state, and local 
pensions as well 
as most private 

retirement 
income.
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Growing Online Sales Means 
Less  Tax Revenue
The second threat to state revenue is the increase in 
Internet sales by retailers that do not collect state sales 
taxes on purchases by Mississippians. The value of 
E-commerce as a share of retail trade has increased 
IRXUIROG� LQ� WKH� SDVW� ��� \HDUV� �)����� 7KH� VWDWH� ORVW� DQ�
estimated $135 million in online sales tax revenue in 
2012. This loophole also harms the competitiveness of 
local brick-and-mortar businesses that are required to 
FROOHFW�VDOHV�WD[��ZKLOH�WKHLU�RQOLQH�RXW�RI�VWDWH�FRPSHWLWRUV� 
are not. 
 

Federal tax law bars a state from requiring an out-of-state 

retailer (whether online or mail-order) to collect sales tax 
unless it has a physical presence in the state. This does 
not mean that taxes are not owed on the items purchased. 
The consumer still owes a “use tax” equal to what the 
sales tax would have been if the item were purchased at a 
SK\VLFDO�VWRUH���KRZHYHU��PRVW�RI�WKLV�UHYHQXH�ZLOO�QRW�EH�
collected if the seller is not required to charge it.

Allowing states to require collection of taxes owed from 
online retail sales is currently being debated in Congress. 
6RPH�VWDWHV�DUH�¾JKWLQJ�ODUJH�RQOLQH�UHWDLOHUV�WKURXJK�WKH�
courts to require them to collect sales taxes. Mississippi 
should work with other states to promote sales tax 
collection of Internet and catalog sales by enacting the 
²$PD]RQ� /DZ�³� (QDFWHG� LQ� ��� VWDWHV�� WKH� ODZ� UHTXLUHV�
,QWHUQHW� UHWDLOHUV� ZLWK� LQ�VWDWH� DI¾OLDWHV� WR� GLUHFW� WUDI¾F�
WR� WKHLU� DI¾OLDWHV� IRU� SXUFKDVHV�PDGH� LQ� RUGHU� WR� FROOHFW� 
sales tax.

0
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$193.9 B

2011

Source: MEPC Analysis of data from the U.S. Census Bureau 2011 Estats and University of Tennessee Center for Business and Economic Research

INCREASE IN E-COMMERCE

Increase in E-commerce Means Lost Revenue for Mississippi
In the last ten years, E-commerce has increased dramatically. States that cannot collect sales tax from many of these 

purchases lose hundreds of millions of dollars in revenue, with greater losses anticipated in the future.  

VALUE OF E-COMMERCE TRADE YEAR ESTIMATED LOSS % OF CURRENT SALES/USE TAX

2012

EDART LIATER SU F
O 

%

ESTIMATED LOSS OF REVENUE IN MISSISSIPPI

2007 $85,800,000 4.0%

2008 $91,500,000 4.2%  

2009 $82,300,000 3.9%  

2010 $102,100,000 5.1% 

2011 $120,000,000 6.0%

        $134,900,000 6.5% 
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The state lost an estimated $135 million in online sales 
tax revenue in 2012.



Arbitrary Sales Tax on Services
The third threat to state revenue is the increase in 
purchases of services that are not subject to state sales 
tax. Mississippi relies heavily on the taxation of goods – 
LWHPV�VXFK�DV�IRRG��FORWKLQJ��DQG�PRWRU�YHKLFOHV�°�WR�SD\�
for state services. Mississippi ranks among the top 10 
states in the amount of sales tax revenue as a percentage 
of personal income. A sales tax of 7% is applied on the 
SXUFKDVH�RI�DOO�JRRGV�XQOHVV�WKH\�DUH�VSHFL¾FDOO\�H[HPSW�
in law.
 
,Q� FRQWUDVW� WR� JRRGV�� VHUYLFHV� DUH� RQO\� VXEMHFW� WR� VDOHV�
WD[�LI�WKH\�DUH�VSHFL¾FDOO\�OLVWHG�LQ�WKH�VDOHV�WD[�ODZ��6RPH�
WD[HG�VHUYLFHV�LQ�0LVVLVVLSSL�LQFOXGH�GU\�FOHDQLQJ��YHKLFOH�
DQG�DLU�FRQGLWLRQHU� UHSDLU��FDU�ZDVKHV��DQG�DPXVHPHQWV�
such as bowling.3 

6HUYLFHV� QRW� WD[HG� LQFOXGH� VDORQ�� SRRO� FOHDQLQJ�� GRJ�  
JURRPLQJ�� LQWHULRU� GHVLJQ�� WUDYHO�� ODZQ� FDUH�� OHJDO� DQG�
DFFRXQWLQJ�� DQG� PRUH�� 7KH� H[FOXVLRQ� RI� FHUWDLQ� VHUYLFHV�
QRW�RQO\�FDXVHV�WKH�VWDWH�WR�ORVH�XQWD[HG�UHYHQXH�� LW�DOVR�
creates a competitive advantage for businesses exempt 
from sales tax.

Over the past several decades the purchase of goods such 
as clothes and household items has decreased compared 
WR�WKH�XVH�RI�VHUYLFHV��)����

A comprehensive sales tax could be implemented on all 
VHUYLFHV� XQOHVV� VSHFL¾FDOO\� H[HPSW�� 7KLV� FKDQJH� ZRXOG�
XSGDWH� WKH� VWDWHµV� WD[� V\VWHP� WR� UH¿HFW� FKDQJHV� LQ� WKH�
economy and could raise as much as $300 million a year 
in revenue.

Costly Corporate Tax Loopholes
The fourth threat to state revenue is the erosion of state 
corporate income taxes through loopholes and tax giveaways. 
$FFRUGLQJ� WR� OHJLVODWLYH� UHVHDUFK�� PRVW� FRUSRUDWLRQV�
operating in Mississippi do not pay state corporate income 
WD[� �)����� 7KLV� ZDV� WKH� FDVH� HYHQ� EHIRUH� WKH� UHFHVVLRQ�
GHFUHDVHG� FRUSRUDWH� SUR¾WV�� �0DQ\� FRUSRUDWLRQV� HVFDSH�
WD[HV� E\� VKLIWLQJ� SUR¾WV� WR� UHODWHG� FRUSRUDWLRQV� LQ� RWKHU�
states with lower income taxes or none at all. 

One way to end this practice is to require multi-state 
corporations to report their income from all subsidiaries 
WRJHWKHU�� D� SUDFWLFH� NQRZQ� DV� FRPELQHG� UHSRUWLQJ��  

7KLV�ZRXOG�PHDQ�PRUH�UHYHQXH�IRU�0LVVLVVLSSL��DQG�ZRXOG�
DOVR�OHYHO�WKH�SOD\LQJ�¾HOG�IRU�ORFDO�EXVLQHVVHV�WKDW��IRU�WKH�
PRVW� SDUW�� GR�QRW� KDYH� WKH�PHDQV� WR� WDNH�DGYDQWDJH�RI�
transferring income out of state to avoid taxation. 

Source: MEPC and Center on Budget and Policy Priorities analysis of U.S. Perconal 
Consumption Expenditures data from the U.S. Bureau of Economic Analysis 

U.S. SHARE OF HOUSEHOLD CONSUMPTION

Services are only taxed if they 
are named in the sales tax law.

Goods
Services

30%

40%

50%

1970 1975 20121980 1985 1990 1995 2000 2005

The traditional sales tax base, made up of goods such as cars, 
clothing, furniture, and other items, is declining as a share of 
household expenditures. At the same time, the share of services 
is increasing. In Mississippi, goods are subject to the sales tax 
unless specifically named as exempt. Services are not subject to sales 

tax unless they are named in the sales tax law.       

 

Share of Corporations paying no income tax 2006-2009

Most Corporations Pay No
State Income Tax

From 2006-2009, most Mississippi corporations paid no state 
income taxes. Corporations may owe no income taxes because 
they did not earn a profit during the tax year. However, some 
may avoid taxation by taking advantage of tax loopholes and 

shifting profits to other states.

ALL CORPORATIONS LARGE CORPORATIONS

80% 68%

Source: MEPC Analysis of data from the Performance Evaluation and Expenditure 
Review Committee of the Mississippi Legislature
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The majority of states with 
a corporate income tax (23 
states) require combined 
reporting.  

Tax breaks designed to 
EHQH¾W�FHUWDLQ�LQGXVWULHV�DOVR�
contribute to the erosion of 
corporate income tax revenue 
for the state. These tax 
breaks are rarely reviewed to 
determine if they are meeting 
WKH� LQWHQGHG� JRDOV�� VXFK� DV�
job creation. Data is often 
not even available on how 
much these tax breaks cost 

WKH�VWDWH��)�����0RUH�LQIRUPDWLRQ�LV�QHFHVVDU\�LQ�RUGHU�WR�
evaluate these expensive tax loopholes.

Outdated Income Tax Rate & 
Growing Inequality
7KH�¾QDO�WKUHDW�WR�VWDWH�UHYHQXH�LV�0LVVLVVLSSLµV�HVVHQWLDOO\�
¿DW� LQFRPH� WD[� EUDFNHWV�� ZKLFK� KDYH� QRW� EHHQ� XSGDWHG�
in 25 years. The substantial disparity in the income of 
wealthy households compared to middle and low-income 
KRXVHKROGV� VKRXOG� EH� UH¿HFWHG� LQ� WKH� LQFRPH� WD[� UDWH��
)RU�H[DPSOH��D�0LVVLVVLSSL�IDPLO\�RI�IRXU�ZLWK���������LQ�
annual taxable income pays the same 5% top tax rate as 
D�IDPLO\�RI�IRXU�ZLWK������������LQ�DQQXDO�WD[DEOH�LQFRPH�

Though the state’s income tax brackets have remained 
XQFKDQJHG��WKH�ZHDOWKLHVW������WKRVH�HDUQLQJ�PRUH�WKDQ�
�������� D� \HDU�� KDYH� LQFUHDVHG� WKHLU� LQFRPH� E\� PRUH�
than twice the rate of growth compared to middle-income 
HDUQHUV��5HFHQWO\��ZKLOH�WKH�ZHDOWKLHVW�����JDLQHG�LQFRPH�
�)�����WKH�PLGGOH�DQG�ORZ�LQFRPH�HDUQHUV�ORVW�LQFRPH�

Mississippi has the highest poverty rate in the nation at 
�������ZLWK�PRUH�WKDQ�RQH�RXW�RI�HYHU\�¾YH�SHRSOH�OLYLQJ�LQ�
SRYHUW\��<HW�LQ�0LVVLVVLSSL��HYHQ�WKRVH�OLYLQJ�LQ�SRYHUW\�SD\�
VWDWH�LQFRPH�WD[��,Q�IDFW��WKH�WKUHVKROG�IRU�VWDWH�LQFRPH�WD[�
LV�ORZHU�WKDQ�WKH�IHGHUDO�SRYHUW\�OHYHO��)�����

How Much Do Corporate 
Tax Giveaways Cost Us?

Corporate tax giveaways reduce general fund collections and 
affect the state’s ability to invest in the basic foundations of 
the economy for schools, roads, safe communities, and 
more. Data on the outcomes of the tax breaks,  including how 
much they cost and whether they are meeting their goals (i.e. 

number of jobs created, etc.) is sparse.  

General Fund Tax Revenue in Billions

1998 2002 2008 2012 2015
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Source: MEPC Analysis of State General Fund Revenue Estimate from the 
Revenue Esitimating Group 2006-2012 

MISSISSIPPI ECONOMIC POLICY CENTER

F:6

Mississippi’s Middle and 
Low-Income families  pay 

more than half of the 
state’s taxes

Source: MEPC Analysis of data from the Institute on Taxation 
and Economic Policy 

The wealthiest 20% hold 57% of the state’s total 
income. Mississippi families earning less than $70,000 
pay more than half of the state’s taxes through income 

tax and sales tax.  

SHARE OF MS INCOME

57% 49%

SHARE OF MS TAXES
WEALTHIEST 20%
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Mississippi’s heavy reliance on sales tax revenue 
�LQHTXLWDEO\�EXUGHQV�ORZ�DQG�PLGGOH�LQFRPH�IDPLOLHV��)�����
since a higher proportion of their incomes must be spent on 
taxed goods and services. An unbalanced tax system not 
RQO\�LQFUHDVHV�GLVSDULW\��LW�WKUHDWHQV�WKH�RYHUDOO�WD[�V\VWHP�
in the long term.

,Q� JHQHUDO�� LQFRPH� WD[� UHYHQXHV� DUH� PRUH� HIIHFWLYH� IRU�
NHHSLQJ�SDFH�ZLWK�D�VWDWHµV�¾QDQFLDO�QHHGV�WKDQ�VDOHV�WD[�
revenues.4�&UHDWLQJ�D�QHZ�LQFRPH�WD[�EUDFNHW��ZLWK�D����
WD[� RQ� LQFRPH� RYHU� �������� DQG� D� ����� WD[� EUDFNHW� RQ�
LQFRPH� RYHU� ���������� ZRXOG� UDLVH� DSSUR[LPDWHO\� �����
million in additional annual revenue. It would also balance 
the income tax system more equitably among taxpayers. 

7KURXJKRXW� WKH� VWDWHµV� KLVWRU\�� ODZPDNHUV� KDYH� DGMXVWHG�
the state’s tax system to adapt to changing economic 
conditions and the needs of Mississippi families. Now is the 
time to address these threats before they thwart the state’s 
economic stability. 

An unbalanced tax system 
not only increases disparity, 
it threatens the overall tax 
system in the long term.

F:8 The substantial disparity in the income of wealthy households 
compared to middle and low-income households should be 

reflected in the income tax rate.

Mississippi’s basically flat income tax has a top bracket that starts at only $10,000 of taxable income. It also fails to exempt 
income earned by families living below the poverty level. At the same time, the wealthiest Mississippians have seen dramatic 

increases in income while lower and middle income families have seen declines in their income.   

Source: MEPC Analysis of data from the Center on Budget and Policy Priorities and Mississippi Code Section 27, Chapter 7.
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