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by Michelle DeLappe and Jennifer Sidney

For his entire seventh year as governor of 
Washington, Jay Inslee (D) has been on the 
campaign trail. First, he joined over 20 other 
candidates for the Democratic nomination for 
president. His platform focused on a single 
statement: “Defeating climate change must be our 

nation’s top priority.”1 Inslee made it to the second 
round of presidential debates on July 31, but, like 
most of the crowded field of candidates, he never 
polled at more than 1 percent. The same day in 
August that he dropped out of that race, Inslee 
launched a campaign for a third term as 
Washington’s governor. As a lens for evaluating 
Inslee as a candidate, this article offers a summary 
of his legacy thus far in state and local taxation: his 
progress on his signature issue of climate 
change, increases to the state’s tax revenue, and 
Democratic efforts to reform Washington’s tax 
system to make it more progressive.

Fighting Climate Change With Taxes, 
Among Other Things

As Inslee embarked on his first term as 
governor in 2013, his objective was to make 
Washington a model for how states can combat 
climate change. That same year, he met with the 
governors of California and Oregon and the 
premier of British Columbia, resulting in the 
aspirational Pacific Coast Action Plan on Climate 
and Energy.2 Inslee has tried several different 
approaches to bring about the types of changes 
discussed in the action plan.

First, in 2015, he pursued a carbon emissions 
cap-and-trade program.3 That law would have 
capped overall emissions and required the state’s 
largest stationary sources of emissions to pay for 
each metric ton of pollution emitted, while 
allowing the sale of excess emission allowances at 
an auction. The emphasis on stationary sources 
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meant consumers or the transportation sector 
would not be directly affected.

Faced with strong legislative resistance, Inslee 
in 2016 took a different course: executive action in 
the form of the new Clean Air Rule — a set of 
regulations intended to cap and reduce carbon 
pollution.4 The regulations target major in-state 
stationary sources of greenhouse gas emissions 
and upstream producers, importers, and 
distributors of petroleum products in the state.5 
But the regulations have become mired in 
litigation, particularly around whether the 
measures required legislative authorization. The 
trial court prevented implementation after 
holding that some parts of the rule were invalid. 
The state supreme court heard oral argument in 
the case in March,6 but as of the date of writing, no 
decision has been issued.

More recently, in 2017 and 2018, Inslee 
proposed bills that would have made Washington 
the first state to adopt a carbon tax, but he failed 
to garner enough legislative support. Washington 
voters similarly rejected carbon tax initiatives in 
the 2016 and 2018 elections.7 And the Legislature 
has not adopted proposed legislation to establish 
low-carbon fuel standards (LCFS) like those in 
California, Oregon, and British Columbia. The 
Puget Sound Clean Air Agency, however, has 
been considering a stringent regional LCFS 
program.8

The one measure Inslee has succeeded in 
passing through the Legislature has been this 
year’s Clean Energy Transformation Act (CETA). 
CETA requires Washington electric utilities to 
remove coal from investments and depreciation 
payments, including coal plants owned in other 
states, by 2025.9 CETA requires the state to become 

carbon-neutral by 2030 and sets a goal for the state 
to achieve fully carbon-free power by 2045.10 
Whether the regulatory scheme to cap and reduce 
emissions through the Clean Air Rule survives 
remains to be seen. At any rate, even in a state 
with a strong environmental movement, and with 
Democratic control in both houses since 2019, 
Inslee has struggled to find a foothold for 
proposals around his signature issue.

Increasing State Revenue

Originally, Inslee espoused economic growth 
as the best route to meeting the state’s increased 
revenue needs, including those posed by a school 
funding case decided shortly before Inslee took 
office as governor.11 The case, McCleary v. State of 
Washington, held that the state was violating its 
duty under the state constitution to adequately 
fund K-12 education.12 For six years, the 
Washington Supreme Court exercised oversight 
of the funding to comply with its holding in the 
case. It even held the Legislature in contempt until 
the court finally decided it had taken sufficient 
measures to meet its funding obligation.13 There 
have been other funding pressures during Inslee’s 
tenure as governor, but McCleary represented by 
far the largest hurdle.14

During Inslee’s time as governor, Washington 
has experienced an economic boom that, by itself, 
has greatly increased state revenues.15 
Nevertheless, as early as 2014, Inslee started 
proposing budgets based on new taxes and fees, 
citing changed conditions since his 2012 
campaign statements.16 The 2019 session, in which 
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Democrats enjoyed a majority in both houses of 
the Legislature, saw particularly large tax 
increases — over $1 billion in new revenue for 
2020.17 Even so, Inslee’s 2019 budget plan 
proposed approximately twice as much in tax 
increases.18

The largest tax increases, in terms of dollar 
amounts, have been various property tax shifts in 
the last couple of years. For the most part, the 
shifts have been from local levies to the state tax 
levy. These have had varying effects on taxpayer 
pocketbooks depending on the year and local 
jurisdictions in which they occurred.19 The next 
largest increases are two business and occupation 
(B&O) tax surcharges for service activities 
affecting affiliates of advanced computing 
businesses and large financial institutions, 
starting January 1, 2020.20 Following that is the 
amendment to the real estate excise tax, which 
creates a graduated rate based on value of the 
property sold and implements several other 
changes, also effective January 1, 2020.21 Lastly, 
under Inslee, the state’s enforcement of its 
economic nexus rules against remote internet 
sellers and other out-of-state businesses has been 
aggressive even as the nexus thresholds keep 
changing. Starting January 1, $100,000 in 
Washington sales will replace the prior nexus 
factor thresholds for all B&O tax classifications 
and sales tax collection.22 Together, along with 
Washington’s continuing strong economic 
performance, these changes should significantly 
increase state tax collections.

Making Taxes More Progressive

Inslee and Democratic lawmakers have not 
only argued for increased state revenues but also 
for making Washington’s tax system more 
progressive. In his 2019 budget proposal, Inslee 
explained, “More than half our revenue comes 
from retail sales taxes, which disproportionately 

impact people at the lower end of the economic 
scale and allow the very wealthiest individuals 
and most prosperous businesses to pay relatively 
less in taxes.”23 The state has one of the highest 
sales tax rates in the nation and no personal 
income tax. The lack of personal income tax has 
been a source of contention for years, as shown 
most recently in litigation over Seattle’s effort to 
create its own standalone personal income tax.24 
Inslee, however, has not favored an income tax, 
which makes sense considering voters’ repeated 
rejection of a constitutional amendment many 
consider necessary under Washington law.25

Instead, Inslee proposed a capital gains tax 
that would raise nearly a billion dollars for the 
2019-21 biennium.26 In a state without any 
personal income tax — and no system for 
individual income tax reporting — this type of tax 
is controversial. Lawmakers have tried to address 
some of the most pressing concerns, such as 
exempting personal retirement accounts. A new 
capital gains tax would also present possible legal 
impediments: Taxing gains measured by a basis 
established long before the tax existed would 
amount to a retroactive tax that would arguably 
offend due process principles. Strangely, this 
point has not been part of the debate. The 2019 
legislative session did not see the creation of this 
new tax, however, because lawmakers could not 
agree on whether to add the new tax to the 
existing tax regime or to instead offset it with cuts 
to the sales tax and property tax.27

The only measure adopted that might address 
regressivity concerns is the change to the state real 
estate excise tax paid on the transfer of real 
property whether by deed or controlling interest. 
Rather than applying the same tax rate (usually 
approximately 1.8 percent after adding the local 
tax component) regardless of the value of the 
property, the tax will be graduated, with slightly 
lower rates on lower-value properties and 
increasing rates for higher-value properties.28
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Conclusion

Of course, no article about Inslee’s legacy in 
state and local tax should skip over the Boeing tax 
incentives adopted in 2013 in a special legislative 
session — but for that, we recommend Billy 
Hamilton’s excellent article on the subject.29 In the 
end, Inslee’s SALT legacy has been a road full of 
twists and turns and ups and downs — and even 
a mugging, as Inslee characterized the Boeing 
incentives when interviewed on The Daily Show.30 
Every indication is that Washington will have 
Inslee for governor for another four years, but 
who knows? Many have speculated that his 
presidential campaign was in part a prelude to 
vying for a cabinet appointment if a Democrat 
prevails in the presidential race.31 Inslee has 
denied any interest in such a position, however — 
though some take that with a grain of salt given 
Inslee’s 2012 stance against new taxes compared 
with the later reality.32
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