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Progressive
1997 Tax Freedom Day' to May 9
Steady economic growth and the nation' s
progressive income tax system helped prope l
Tax Freedom Day" to another new record thi s
year — May 9, according to Economist Patric k
Fleenor, author of this year's analysis . The Ta x
Foundation projects that the average America n
will have to work 128 days to pay off his or
her total tax bill this year, only earning his o r
her "tax freedom" on the 129th day .
Tax Freedom Day, announced by the Tax
Foundation each year for 25 years, is used t o
illustrate the portion of the national budget

Executive Director f. D. Foster points out variances in State Tax Freedo m
Days to reporters at April 14 news conference . Economist Patrick Fleenor,
author of this year's Tax Freedom Day report, looks on .

that goes to pay for government services and
programs . Once Tax Foundation economists
project the nation's effective tax rate, 35 .2 percent this year, it is applied to a calendar year to
provide a graphic illustration of America's average tax bite .
Mr . Fleenor observes in his 1997 Tax Freedom Day report that, since 1992, the averag e
tax burden in America has risen rapidly . (Se e
Chart 1 on page 2 .) In 1993 the national Ta x
Freedom Day arrived 122 days into the yea r
(May 2), and over the next three years the tax
burden showed a marked increase . This year
America has to work a full week longer than i n
1993 to pay government's tax bill .
While the Tax Foundation includes every
federal, state, and local levy that the federal
government's National Income and Product s
Account (NIPA) defines as a "tax," it does no t
include the cost of complying with the tax
sytem — which many economists view th e
same as a tax . If these costs were included i n
the calculation, it would push Tax Freedo m
Day back 13 more days (see Chart 2 on pag e
2) . In addition, if the Foundation included th e
taxes that future generations will have to pay
for new debt accrued by the federal government this year, it would add six more clays t o
Tax Freedom Day.
The Tax Foundation attributes the steady
rise in Tax Freedom Day to several factors, in Tax Freedom Day continued on page 2
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Tax Freedom ay

Chart 1 : Tax Freedom Day, 1980—199 7

Continued from Page 1

eluding the 1993 tax increases, continued economic expansion, and the progressive nature of the current tax sys tem — which, as national income rises,
causes the tax burden to rise more than
proportionally .
(Separate articles on Tax Freedom
Day by type of tax and State Tax Freedom Days appear on pages 3 and 6, respectively . )
Tax Bite in the Eight-Hour Day
Mr . Fleenor's report also reveals th e
Tax Bite in the Eight-Hour Day, an alternative measure of the tax burden facin g
Americans that the Tax Foundation has
been calculating since the early 1960s .
It measures the fraction of each eighthour day that must be spent working t o
pay federal, state, and local taxes .
Chart 3 on page 8 illustrates the
fraction of each eight-hour day tha t
Americans will spend working to fi nance the purchase of various goods
and set-vices in 1997 . It shows that, on
average, Americans will spend 2 hours
and 49 minutes of each working da y
laboring to pay taxes . Most of this time ,
1 hour and 53 minutes, will be spent
working to pay federal taxes — on e
minute longer than in 1996 . The remainder, 56 minutes, will be spen t
working to pay state and local taxes .
The 2 hours and 49 minutes total i s
greater than the time worked to pay for
housing and household (1 hour and 2 0
minutes), food and tobacco (49 minutes), and clothing (20 minutes) combined .
Tax Freedom Day Methodology
Tax Freedom Day is a concept used
by the Tax Foundation to illustrate the
share of Americans' incomes that goe s
to pay federal, state, and local taxes .
For illustrative purposes it assumes that
income is earned evenly throughout the
year and that individuals initially devot e
all of their earnings to paying their
taxes . The day that the average American becomes "free" to spend his or he r
income on other goods and services is
Tax Freedom Day .
Determining the national Tax Free dom Day involves calculating an overall
Tax Freedom Day continued on page 8
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Leap Year makes Tax Freedom Day appear a day early .
Source : Tax Foundation .

Chart 2 : Tax, Compliance Costs, and Deficit Spendin g
Freedom Days, 199 7
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But Other Taxes Still Contribute Significantly to Tax Burde n
While Tax Freedom Day 1997 fall s
on the 129th day of the year, the majority of that tax burden — 82 days, o r
roughly two-thirds of the total — stem s
from individual income taxes and socia l
insurance taxes .
Still, as the flow chart below
shows, that means one third of the 128

clays must be dedicated to paying off a n
assortment of other taxes .
Sales and excise taxes, which are
levied primarily at the state and local
levels, make up the next largest component of the total tax burden, requiring
some 18 clays to overcome .
Property taxes and corporate in -

come taxes comprise most of the remaining tax burden for Americans .
The latter are borne by American s
when businesses pass their tax burde n
on to shareholders (in the form of lower dividends), employees (in the for m
of lower wages), and consumers (in the
form of higher prices) . •
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, The average American will have to work 128 clays to pay his or her tax bill off . His or her Tax Freedom Day will arrive on
May 9 .
Lcss than half a clay .
Note : Due to rounding, components may not always add up to totals .
Source : Tax Foundation estimates based on National Income and Product Account definitions .
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By Sen. Bob Kerrey (D-Neb.)

As the budget process inche s
toward resolution, the income tax i s
coming due for its annual flogging .
Politicians trot this tantalizing target
out to the public square, give it a
tongue-lashing and decry the burde n
imposed on working families by federal
taxes that are soaking up earnings an d
preventing Americans from gettin g
ahead .
They're right . But the income tax
is the wrong culprit . If Congress wants
to relieve the single biggest tax burde n
on the average family, build economi c
security and empower workin g
Americans to hitch their financia l
wagons to the shooting star of th e
global economy, the income tax isn' t
the tax we should be cutting . The
Social Security tax is .
The income tax gets more attention because it is easier to stigmatize :
you write a check for it, or fill out a
form that details how much you paid .
We have a date on the calenda r
reserved for lamenting it : April 15, a
day which for many citizens is mor e
closely connected with the practice o f
democracy than the first Tuesday afte r
the first Monday in November .
But for an average American
family, the biggest tax burden is likely
to come not on tax day but on payday,
when 12 .4 percent of their wages are
taken to provide retirement income for
senior citizens and operating revenu e
for government . This tax, known as
FICA, funds the most popular an d
successful government program i n
American today : Social Security.
Because of the method by whic h
the two taxes are collected — one i s
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accompanied by paperwork and
politics, while the other vanishe s
quietly from the paycheck — the Social
Security payroll tax is forgotten whe n
tax-cutting time arrives . But becaus e
of the way the taxes are structured — a
household is likely to pay 15 percen t
income tax rate, with large chunks o f
earnings shielded from it, while in
1996 the 12 .4 percent payroll tax
applied flatly to all wages up t o
$62,700 — an American family often
pays more in payroll tax than i n
income tax .
Consider : In 1996, the median
U .S . household earned roughly
$35,030, placing it in the 15 percen t
tax bracket . That year, a family of four
did not pay income tax on its firs t
$16,900 of income because it qualifie d
for a $6,700 standard deduction an d
$2,550 exemptions for each of the fou r
family members . That family paid
income tax on $18,130 of its income
— or at 15 percent, just over $2,700 i n
income tax .
But because the FICA tax —
comprising 6 .2 percent paid by the
employee and another 6 .2 percent paid
by the employer — was assesse d
against their entire wage income, th e
family paid more than $4,300 in FIC A
counting the employer's share . For a
family with itemized deductions —
such as mortgage interest — exceeding
the standard deduction, the disparity i s
even greater . A family of four earning
as much as $60,000 pays more in the
employee's and employer's share o f
FICA than in total income tax, as does
an individual making $30,000 . I
include the employer's share in thos e
figures because its 6 .2 percent represents lost potential earnings and bear s
at least partial responsibility for the las t
two decades' stagnation of wages . A
family of four making just over $28,00 0
a year pays more in the employee' s
share of FICA alone than in total
income tax . The self-employed — a
category into which one of seven
Nebraskans falls — pay both directly.
And if it is true that many workin g
families pay more in FICA tax than
income tax, it is certainly true they pay
far more in FICA tax than in capita l
gains, the chief object of the Republican tax-cutting appetite .
The FICA tax, to be clear, i s
collected for good purpose . By

providing income for current retirees ,
Social Security has drastically reduce d
the rate of poverty among the elderly .
It deserves its distinction as the most
popular and successful governmen t
program in America . I want to continue a retirement system in which th e
wages of the working population ar e
transferred to senior citizens t o
provide retirement income .
But as tax policy, FICA also
imposes serious burdens on working
families . The tax is not only regressive ,
but super-regressive : because in 199 7
income above $65,400 is exempt ,
families earning more than that amount
actually pay less as a percentage of
income than families earning less tha n
$65,400 . It has economic flaws a s
well : All of FICA's proceeds go t o
consumption, either by current retiree s
or the government . None of it is
invested ; to the contrary, the fact tha t
these wages are being taxed means
they are unavailable for families to
invest for their own retirement an d
reap the benefits of the soaring valu e
of capital in a global economy .
Most important, without reforms ,
the social contract on which Social
Security rests — that each generation
allows its wages to be taxed to provid e
current retirement income in return fo r
a promise that it will receive retirement income from the nex t
generation's taxes — will be threatened . When the huge Baby Boom
generation retires, there will no longe r
be enough workers paying payrol l
taxes to fund retirement income . With
the income component of retirement
security thus diminished, American s
will need wealth as well — wealt h
which FICA denies them the opportunity to build .
There is a way to address each of
these problems — Social Security' s
insolvency after the Baby Boo m
retirement, and the tax burden o n
working families — while maintaining
and strengthening the basic incom e
transfer premise of the program . I
have proposed a reform under whic h
families would invest two percentage
points of what they now pay into
Social Security — in other words, tw o
percent of their total wage income —
in Personal Investment Plans unde r
their own control . These plan s
provide a vehicle for building retire-
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ment wealth . By adjusting the age of
eligibility for full benefits, correcting
the overstatement in the Consumer
Price Index, and other reforms, m y
proposal would shore up Social
Security's solvency to ensure i t
continues to provide retiremen t
income as well . I am interested, in
fact, in building on Social Security' s
success by making it more progressive
to do even more for seniors at the lowe r
end of the income scale .
Because my proposal divert s
income currently being paid in taxes
to individual accounts owned by the
taxpayer, it constitutes a tax cut tha t
totals $300 billion over five years — 5 0
percent bigger than even the mos t
lavish ambitions of the Republica n
leadership of Congress. And it's a tax
cut that alleviates the two prim e
criticisms of the Republican package .
First, cutting the payroll tax, a s
opposed to cutting other taxes, doe s
not increase national borrowing . It
makes the deficit look bigger on pape r
because it requires the government t o
seek partial sources other than the
Social Security Trust Fund borrowing ,
but it does not increase the amount o f
borrowing itself. Second, because the
payroll tax is super-regressive, the ta x
cut is super-progressive : Families
earning less than $65,400 a year woul d
get a bigger tax cut as a percentage o f
income than families making more .
Two percent of income may seem
paltry, but when it comes to investing

and compound interest, a little means a
lot . America learned this lesson from a
remarkable woman named Oseol a
McCarty who, as a washer woman in
Hattiesburg, Miss ., literally save d
nickels and dimes over her workin g
life, then retired and burst onto th e
national scene after donating $150,00 0
to the University of Southern Mississippi . American families can build
wealth the same way Ms . McCarty did i f
we lift the tax burden that denies the m
the disposable income required to do
so . Under this proposal, the hypothetical four-member family describe d
above would see their payroll tax
burden reduced from $4,300 to jus t
over $3,600, with the differenc e
invested for the family's retirement . At
eight percent return — which is les s
than the historical long-term performance of the stock market — over th e
course of a 45-year working life th e
family would build more than $300,00 0
in wealth .
And they would build, just a s
important, a stake in America's success
in a global economy .
It is often lamented, correctly, that
the principal beneficiary of th e
globalizing economy has been corporate wealth, which is more readil y
shared with shareholders than employees . Employees with advanced skill s
prosper, those who lack skills are left
behind, and the gap between the tw o
is growing .
Just as troubling — more bother some, in some ways — is the gap i n
wealth . Skilled workers prosper in a
global economy . So do owners of
capital . The millions of middle-clas s
Americans who own mutual funds an d
whose wealth is growing as corporate
America thrives know this .
But the gap between those who
own capital — and therefore a stake i n
America's success in the world — an d
those who do not is fast becoming a
chasm . To take just one measure, a
recent survey said that among house holds earning $35,000 or less — 5 1
percent of all households and thos e
most likely to pay more in payroll tax
than income tax — only 18 percen t
own mutual funds . This compares t o
41 percent of households earning
$35,000 to $49,000, 58 percent o f
those making $50,000 to $74,000 and
73 percent of households earning

$75,000 or more . This gap is an
exponential problem : the compounding value of wealth, especially a t
today's rates of growth, will prope l
those who possess it farther ahea d
while leaving the rest — most of thos e
51 percent of households making
$35,000 or less — farther behind .
These households not only lack a
stake in America's global success; they
are often the ones most threatened by
it . These are the families looking on in
horror as their wages stagnate and thei r
jobs are downsized as corporate profit s
— and the wealth of those who own a
stake in them — rise on each report o f
their misery. Part of the solution i s
ensuring they have the skills to find th e
jobs that will allow them to climb th e
income ladder ; another is ensurin g
laws are written so workers are treate d
fairly . The other part of the solution —
just as vital — is ensuring thos e
workers own a stake in America' s
success . (And, before the Republica n
leadership pursue further their insistence on cuts in the capital gains tax ,
they might consider this FICA tax cut ,
which would ensure the averag e
American actually has come capital
gains . )
In a separate survey, individual s
who said they did not save enoug h
most frequently attributed inadequate
savings to insufficient income . The
quickest way to fix that problem —
and allow working families to secur e
the ownership by which so many othe r
Americans are building wealth in a
global economy — is to cut the FIC A
tax, that burden which most consume s
income that would otherwise be
available for investment .
That's a $300 billion tax cu t
tailored to working families' economi c
needs in a global economy and retirement challenges in an aging America .
And it's one politicians — as the
budget, and tax-cutting fever alon g
with it, progress — should be able to
get behind . •

The Tax Foundation invites a national
leader to provide a "Front and Center "
column each month in Tax Features . Th e
views expressed in these columns are no t
necessarily those of the Tax Foundation .
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State Tax Freedom Days, 1996* and 199 7

State Tax
c
Days Vary Fn
April 26 to dLyr 2 3
While Tax Freedom Day will arriv e
on May 9 for the average American ,
due to various levels of affluence and
differing state and local tax systems ,
residents in each state have their ow n
State Tax Freedom Days .
According to Economist Patrick
Fleenor's calculations, the residents of
New York will bear the nation's heaviest overall tax burden in 1997, wit h
Tax Freedom Day falling on May 23 i n
that state . (See accompanying chart .)
That means the average resident wil l
work 122 days to pay all taxes, gainin g
tax relief on the 123rd day . While th e
average New Yorker will have to wor k
86 of these days to pay his or her federal taxes — compared to 94 days fo r
No . 2 Connecticut — the state and local tax burden will account for 5 6
days, easily the most in the country .
At the other end of the tax burden
spectrum are states with relatively
early States' Tax Freedom Days . Residents of Louisiana will bear the lowes t
average tax burden in 1997, with Tax
Freedom Day arriving on April 26 in
that state . The typical resident of th e
state will have to devote all of the in come earned during the first 115 day s
of the year to paying his or her total
tax bill . The income earned during 80
of these days will go to pay federal
taxes, while the income earned durin g
the remaining 35 days will be used to
pay state and local taxes .
Ten states — Arizona, Georgia ,
Idaho, Nevada, New Mexico, Nort h
Carolina, Tennessee, Texas, Utah, an d
Vermont — saw their Tax Freedo m
Days move backwards . Arizona led th e
nation, with a move backward of tw o
days . (Because 1996 was a Leap Year,
last year's dates appear a calendar da y
earlier than they would in a non-Lea p
Year . For example, North Carolina' s
May 1 date last year would be th e
equivalent of May 2 this year .)
The states that saw the greates t
movement forward in their Tax Freedom Days were Alaska, Connecticut ,
Missouri, North Dakota, and Oklahoma ,
which all experienced a jump of tw o
calendar days . •

United States
New York
Connecticut
Wisconsin
Washington
Oregon
Minnesota
Hawaii
Illinois
Montana
Wyoming
New Jersey
Kansas
Maryland
Nevada
North Dakota
Michigan
Rhode Island
Pennsylvania
Iowa
Colorado
Maine
Virginia
Ohio
Massachusetts
Florida
Nebraska
Utah
Alaska
California
Indiana
Missouri
Arizona
Kentucky
Vermont
New Mexico
Idaho
Mississippi
Texas
New Hampshire
Delaware
North Carolina
Georgia
South Carolina
West Virginia
Oklahoma
South Dakota
Arkansas
Alabama
Tennessee
Louisiana
District of Columbia

1996*

1997

May 7

May 9

May 21
May 19
May 12
May 13
May 12
May 12
May 11
May 11
May 9
May 10
May 10
May 9
May 9
May 11
May 8
May 9
May 8
May 7
May 7
May 8
May 7
May 6
May 6
May 7
May 6
May 5
May 6
May 3
May 4
May 4
May 3
May 6
May 3
May 5
May 5
May 4
May 2
May 3
May 2
May 1
May 1
May 1
Apr 30
Apr 29
Apr 28
Apr 29
Apr 28
Apr 27
Apr27
Apr 24
May 13

May 23
May 22
May 14
May 14
May 13
May 13
May 13
May 13
May 11
May 11
May 11
May 11
May 11
May 11
May 11
May 10
May 9
May 9
May 9
May 9
May 9
May 8
May 8
May 8
May 7
May 7
May 6
May 6
May 06
May 6
May 6
May 5
May 5
May 5
May 5
May 4
May 4
May 3
May 3
May 2
May 1
May 1
May 1
May 1
May 1
Apr 30
Apr 30
Apr 28
Apr27
Apr 26
May 14

Rank

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
-

Number of Days, 199 7
State /
Tota l
Federa l Loca l
Days
Taxes
Taxes
128

85

43

142
141
133
133
132
132
132
132
130
130
130
130
130
130
130
129
128
128
128
128
128
127
127
127
126
126
125
125
125
125
125
124
124
124
124
123
123
122
122
121
120
120
120
120
120
119
119
117
116
115
133

86
94
85
88
85
84
83
91
85
95
90
85
88
87
86
87
87
86
82
86
83
86
84
88
86
82
80
95
84
87
84
80
81
83
82
81
79
83
88
83
80
81
82
80
81
80
79
83
84
80
87

56
47
48
45
47
48
49
41
45
35
40
45
42
43
44
42
41
42
46
42
45
41
43
39
40
44
45
30
41
38
41
44
43
41
42
42
44
39
34
38
40
39
38
40
39
39
40
34
32
35
46

*1996 was a Leap Year, which makes Tax Freedom Day appear a calendar day ear lier than in non-Leap Years .
Source : 'fax Foundation .
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Ronald Reagan used to have a
basic rule of thumb regarding arms
control treaties, which was "Trust, Bu t
Verify" . As the Congress works
through the budget debate in the
coming months, a similar guide may b e
appropriate when considering tax
cuts : Cut, But Reform .
A case can certainly be made fo r
tax cuts . As our Tax Freedom Day
announcement indicated, the federal ,
state, and local tax burden is rising an d
taking an ever greater share of nationa l
income . At May 9, Tax Freedom Day
has never been higher . It is now on e
week later than when Presiden t
Clinton came into office, and four day s
later than when Ronald Reagan cam e
into office .
More importantly, however, as
long as the economy keeps growing ,
the tax burden will keep rising mor e
than proportionately . At the currently
projected economic growth rates, Tax
Freedom Day will fall sometime in midMay by the turn of the century .
Expressed another way, federal tax
receipts need to be cut by about $1 2
billion a year just to prevent th e
federal tax as a share of nationa l
income from increasing . A $10 0
billion tax cut over five years, which is
a ballpark figure commonly discussed ,
would just about leave Tax Freedom
Day at about May 8 by the year 2002 .
The other big tax topic, fundamental tax reform, is now a sleeping giant ,
and there doesn't seem to be muc h
chance it will do more than talk in it s
sleep for the next few years . While
the arguments for reform remain a s
valid as ever, there's little pressur e
around the country for reform, and jus t
as little enthusiasm for the heavy liftin g
it will require .
The President has decided to stan d
pat with the current system, content t o
tinker with minor changes and minutiae . Many tax reform advocates
sometimes forget how important th e
office of the President is to tax reform .
The President's bully pulpit can

J.D . Foste r
Executive Directo r
& Chief Economis t

generate, focus, and direct publi c
enthusiasm for tax reform . The
President's Treasury Department is a
vital source of knowledge and expertise . And, of course, the President' s
veto pen can "deep six" the whole
enchilada .
Some have suggested that the
House Republican leadership should
just get together, negotiate a compromise amongst themselves, introduce a
bill, and just push it on through . If the
President ever resigns in favor of a
parliamentary system with the Speake r
of the House as Prime Minister, the n
this just may work . But that still leave s
the Senate .
Even if tax reform is not imminent ,
we still need to be studying the issues .
For one thing, last year's tax refor m
flare-up showed how much even th e
experts need to learn before we can
really say what ought be clone and ho w
to do it . For another, even mino r
changes in tax policy need som e
benchmark against which they can b e
judged . We need a model of what a
fully reformed tax system should loo k
like to evaluate today's tax proposals .
Fundamental reform may be in th e
distance, but incremental reform coul d
be right around the bend if we choos e
to go there . Which brings us to the
new tax cut advisory : Cut, But Reform .
As the Congress considers various ta x
cuts, they can either move us in th e
direction of the new tax base (and tax
reform is ultimately and predominantly
about the tax base) or they can furthe r
muddle the income tax base .
If there is a consensus among
reformers that fundamental reform i s
about moving to a consumption ta x
base whatever the mechanics of th e
calculation and collection, then today's

tax cuts, and tomorrow's tax cuts, an d
even any tax increases that might b e
considered, should be weigh station s
in the transition from an income tax t o
a consumption tax base .
This means, for example, that
efforts to increase saving through
Individual Retirement Accounts (IRA)
are right on target . The greater th e
expansion of IRAs, the closer th e
income tax begins to resemble a
consumption tax, at least at the
individual level .
It means capital gains relief is oil
target . Capital gains arc not income
and ought not be included in the ta x
base even in an income tax . The
capital gains tax is a beautiful exampl e
of the kind of double taxation that ta x
reform is intended to eliminate . Th e
same holds true for estate tax reform .
Capital gains relief and estate tax relie f
are both fully compatible with ta x
reform .
It certainly means any reduction i n
the Alternative Minimum Tax would
be appropriate . Again, however, thi s
tax is illogical even in the context of a
classic income tax .
The individual payroll tax deduction is also compatible with ta x
reform . The payroll tax is a tax o n
labor income . A consumption tax i s
ultimately a tax on labor income . T o
include payroll tax payments in a
consumption tax base is to tax a tax .
That's a no-no under tax reform
principles, and under an income tax .
Among the major tax cut proposals, only the child tax credit, s o
popular in certain circles, fails the test .
But, of course, it would fail the test i n
an income tax setting, as well .
The failings of the political proces s
and the complexities in the budget ar c
each enormous . That's why simpl e
rules and guides are so important .
Cutting taxes remains popular, but ta x
cuts should do more than just hold the
line on tax burdens . They should also
help the economy along, and a simpl e
guide to ensure they do is : Cut, Bu t
Reform . •
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Tax Freedom Day

Per Capita Taxes
State/
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effective tax rate for the nation . This is don e
by dividing the per capita tax burden by per
capita income, as determined by NIPA's dat a
on Net National Product :

United States
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Average
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Connecticut
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Washington
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Alabama
Arkansas
South Dakota

Chart 3 : Tax Bite in the Eight-Hour Day, 199 7
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$4,671
4,618

5,825
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3,340
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Per Capita Taxes
State/
Total
Federal Local
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9,062

9,091

$7,188

38 .9 %
38 . 8
36 . 5
36 . 5
36 . 4

The states with the lightest tax burdens in
1997 are :

35 .2%

The Tax Foundation also does this calculation for all 50 states in the country, breaking
out the federal taxes from the state and local
taxes . The states with the heaviest tax bur dens in 1997 are :

$11,859
13,709
9,165
9,881

Averag e
Rate

Tax

$6,750
7,574
6,982
6,780

7,371

$4,660
5,460
4,923
4,523
4,976

$2,090

2,114
2,060
2,257
2,396

Average
Tax Rat e

31 .7%

31 . 9
32 . 1
32 .6
32 .7

The breakdown shows th e
vastly different ways that residents of different states are affected by taxes . Residents of
Connecticut, living in the most
affluent state, pay the highes t
level of federal income taxe s
($9,091 per capita) . Yet next
door, in New York, while average federal taxes ($7,188) ar e
far lower than in Connecticut ,
state and local taxes are highe r
($4,671 compared to $4,618) .
The same holds true in th e
low tax states . Residents o f
Tennessee are relatively mor e
affluent than those in Arkansas,
and as a consequence their federal taxes are higher ($5,46 0
compared to $4,523) . But th e
residents of Arkansas pay
higher state and local taxe s
($2,257 compared to $2,114) . •
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