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The Short-term Effects of the Kansas Income Tax Cuts on

Employment Growth
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Conclusion

In 2013, Kansas became the first US state to have a personal income tax
which excludes business income from taxation. The principle goal in this
narrowing of the tax base is to achieve unincorporated business job growth.
In this article, using the quarterly, county-level QWI data on number of
establishment employees and annual BEA data on number of proprietors,
we take a first look at the private-sector employment impacts of the Kansas
income tax changes. Given available data, we are able to examine the
impacts two years after enactment. While two years into the policy change
is a short time period for examining tax-induced employment effects, an
advantage of assessing immediate effects is that one can ask, are there
impacts during the “hopeful” period when the popular press is reporting
the novel “business friendly” features of the tax law change and before
potential revenue losses and spending cuts occur (e.g., Abouhalkah
2014). We use two modeling approaches: a multistate county fixed effects
model and a Kansas county-border matching model, and we examine long-
and short-prepolicy change horizons.
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