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Key Takeaways

Washington’s tax burden has risen sharply since 2013, despite prior
commitments to avoid tax increases, with the state budget growing
51% and property tax collections increasing by 98%.

Washington has some of the worst business competitiveness rates in
the country, including business formation, friendliness and survival.

The state’s business tax climate has deteriorated significantly, falling
from 6th best in 2014 to 5th worst in 2025, discouraging new business
creation.

Post-pandemic business recovery lags behind other states, with only

three Washington counties experiencing business growth between
2019 and 2023.

Major economic centers, including King, Pierce, and Spokane counties,
saw negative business growth, worsening the state’s economic
outlook.

Washington'’s first-year business failure rate is 40.8%, nearly double
the national average, with over half of new businesses failing within
five years.

High taxes and regulatory burdens are key drivers of Washington’s
economic decline, requiring urgent policy reforms to improve
competitiveness and business survival.
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Introduction

In 2012 candidate Jay Inslee ran on no-new-taxes platform, saying that
under his administration economic growth would provide adequate funding
for public services, without imposing new taxes or increasing tax rates. At the
time Inslee pledged, “I do not believe tax increases are the right path for the state
of Washington.™ Since that time tax revenue increased significantly due to tax
increases, inflation and other factors.

Overall, since 2013, Washington’s tax burden increased significantly, and tax
competitiveness declined dramatically.

Total revenue increases

The general fund operating budget subject to the outlook (NGF-O) increased
from $33.6 billion in the 2013-15 biennium to $71.9 billion in the 2023-25
biennium - an
increase of 51% after
adjusting for inflation

Washington State Operating Budget
increased by 58% more than the rate of
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tax collection as well.

In the past decade, state elected leaders sharply increased property tax
collections. According to the latest Tax Reference Manual the state property tax
burden increased by 98% adjusted for inflation, increasing from $1.9 billion to $4.5
billion.

1 “Inslee says he’ll veto tax increases,” by Jim Brunner, The Seattle Times, October
12,2012.


https://fiscal.wa.gov/Revenue/RevenueGeneral 
https://dor.wa.gov/sites/default/files/2023-08/TRM_00_Introduction.pdf

Washington’s low rate of business formation and survival

Washington has the worst rate of business formation and survival in the United
States. A nationwide study of state business climates by CNBC ranked Washington
42nd in “Business Friendliness,” 42nd in “Cost of Living,” and 39th in “Cost of
Doing Business.”

Washington’s business tax climate worsened dramatically during the past twelve
years. The non-partisan Tax Foundation, which ranks state tax competitiveness,
reports that between 2014 and 2025, Washington state fell from having the 6th best
business tax climate to the 5th worst in 2025. One result is that Washington has
the lowest rate of business formation in the nation and the highest rate of business

failure.

In April 2024 the left-leaning Center for American Progress released a study
measuring the rate of new businesses, the number of startups, and the total number
of businesses across U.S. states and the perntage increase in the number of private
business establishments in counties between 2019 and 2023. The study found that 49
states and most counties in the country were starting to recover from the economic
dislocation created by COVID-era lock-downs. In the business-formation data,
however, one state stands out: Washington. The study found that from 2019 to 2023
the number of business establishments increased in 85%, or 2,652 out of 3,141, U.S.
counties. Only three of those business-growth counties, Wakiakum, San Juan, and
Island, were located in Washington state (see map below).

Washington’s largest counties, such as King, Pierce, Snohomish, Clark, and
Spokane, all experienced negative private business growth rates over the four-year
period of the study.

The number of businesses grew

in 85 percent of counties

Percentage increase in the number of private
business establishments by county, 2019-2023
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Duuken, Birerian. "Entropeanaurship, Startups, and Busingss Formation Are Booming
Across the ULS” Center for American Progress. March LB, 2024, hitps:/fwaw.
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https://www.cnbc.com/2024/07/11/americas-top-states-for-business-full-rankings.html
https://taxfoundation.org/statetaxindex/states/washington/ 
https://www.americanprogress.org/article/entrepreneurship-startups-and-business-formation-are-booming-across-the-u-s/.

High business failure rate

Those businesses that are started in Washington have a very high rate of
failure. According to a study examining data from the Bureau of Labor Statistics,
Washington state has — by far — the highest business failure rate within the first
year, at 40.8%.” That rate is nearly twice the national average first-year failure rate
of 23.2%. After five years 51% of new businesses in Washington fail compared to the
national average of 48 percent.



https://www.lendingtree.com/business/small/failure-rate/
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bioscience. He has also served as president of the Prescription Drug Assistance Foundation, a
nonprofit providing medicines to low-income patients.
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