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THE FIVE MOST COMMON MYTHS WE HEAR ON TAX DAY
April is a special time in the nation’s capital, a time for traditions that seem as old as the marble monuments that almost 
glow under the spring sun. Blossoms cover the cherry trees. Kites fill the sky. Politicians promote myths about taxes. That 
last tradition is the only downside to April. Many anti-tax activists and politicians like to spout all sorts of untruths to 
shape opinions about taxes in the days leading up to “Tax Day,” which is usually on or around April 15. This is, of course, 
the time of the year when most Americans are thinking about taxes and looking for answers to their questions. Here are 
some of the myths you’re most likely to hear, as well as the facts to disprove each one. 

Myth: America Is Overtaxed. 
Fact: America Is One of the Least Taxed of the Developed  
Countries.

 The belief that Americans pay too much, rather than too 
little, in taxes has so permeated our society that Microsoft 
Word’s spellchecker recognizes the word “overtaxed” but 
not its obvious antonym, “undertaxed.” As a result of this 
belief, some anti-government activists and politicians op-
pose any proposal that would raise any amount of revenue 
in any circumstances. (Anti-tax activist Grover Norquist 
even convinces many politicians to sign a “pledge” to never 
raise taxes no matter what.)

This approach is entirely unwarranted, because America 
is actually one of the least taxed countries in the devel-
oped world. According to the Organization for Economic 
Cooperation and Development (OECD), the U.S. collects 
less tax revenue, as a percentage of gross domestic prod-
uct, than all but two other industrial countries (Chile and 
Mexico).
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Myth: Rich Individuals Pay More than Their Share in Taxes
Fact: America’s Tax System Is Just Barely Progressive

Another anti-tax argument is that the richest one percent 
or richest five percent of Americans are already paying 
more than their fair share of taxes, but this is also false. 
America’s tax system is just barely progressive, meaning it 
does very little to address the growing income inequality 
our nation has experienced over the last several decades. 
The share of total taxes paid by each income group is very 
similar to the share of total income received by each group.

For example, the share of total taxes (including federal, 
state and local taxes) paid by the richest one percent (21.6 
percent) is not meaningfully different from the share

of total income received by this group (21.0 percent). 
Similarly, the share of total taxes paid by the poorest fifth 
(2.1 percent) is only slightly lower than the share of total 
income received by this group (3.4 percent).

Our calculation of total taxes includes all taxes that Ameri-
cans pay. This includes those taxes that disproportionately 
impact the rich like the federal personal income tax, the 
federal estate tax, and the federal corporate income tax 
(which is ultimately borne by the owners of corporate 
stock and business assets). It also includes those taxes 
that disproportionately impact low- and middle-income 
Americans, like federal payroll taxes, state and local sales, 
and property taxes. 

Shares of Taxes as a % of Income

Average cash 
income

Total 
income

Total 
taxes

Federal 
taxes

State & 
local 
taxes

Total taxes

Lowest 20% $ 13,000 3.4% 2.1% 5.0% 12.3% 17.4%
Second 20% $ 26,100 7.0% 5.3% 9.5% 11.7% 21.2%
Middle 20% $ 42,000 11.4% 10.3% 13.9% 11.3% 25.2%
Fourth 20% $ 68,700 18.7% 19.0% 17.1% 11.2% 28.3%
Next 10% $ 105,000 14.2% 15.0% 18.5% 11.0% 29.5%
Next 5% $ 147,000 10.1% 11.0% 19.7% 10.7% 30.3%
Next 4% $ 254,000 14.3% 15.5% 20.6% 9.9% 30.4%
Top 1% $ 1,371,000 21.0% 21.6% 21.1% 7.9% 29.0%
ALL $ 71,600 100.0% 100.0% 17.6% 10.3% 27.9%
Addendum:

Bottom 99% $ 58,500 79.1% 78.3% 16.5% 11.0% 27.5%

Source: Institute on Taxation and Economic Policy Tax Model, March 2012

Incomes and Federal, State & Local Taxes in 2011

    Source: Citizens for Tax Justice, March 2012                                                                                   
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Myth: Almost Half of Americans Pay No Taxes.
Fact: Virtually Every American Pays Some Sort of Tax.

Americans pay several types of taxes, but anti-tax politi-
cians and commentators often fixate on the tax that has the 
greatest impact on the rich: the federal personal income 
tax. Recent statistics have shown that a large number of 
low- and middle-income Americans did not owe federal 
personal income taxes in recent years. However, as the 
figures above demonstrate, people of all income groups do 
pay taxes. 

The federal personal income tax does have features, like 
the Earned Income Tax Credit (EITC) that reduce or 
eliminate the tax for working people at modest income 
levels and can even result in negative income tax liability, 
meaning they receive a check from the IRS. But the recipi-
ents of these breaks do pay other types of federal, state and 
local taxes. 

Everyone who works pays federal payroll taxes. Everyone 
who drives pays federal and state gas taxes. State sales taxes 
affect everyone who shops, and state and local property 
taxes affect everyone who owns or rents a home (the tax 
is passed on to renters in the form of higher rents). Most 
states also have income taxes that are not particularly 
progressive.

Myth: Corporations Are Overtaxed. 
Fact: U.S. Corporations Pay Far Less than People Realize

Some corporate lobbyists complain that the U.S. statu-
tory corporate income tax rate of 35 percent is one of the 
highest in the word. They fail to mention that the effec-
tive corporate income tax rate, the percentage of profits 
that corporations actually pay, is far lower because of the 
loopholes that reduce their taxes. In fact, some corpo-
rate profits are not taxed at all. A recent report from CTJ 
examined 280 corporations (most of the Fortune 500 
companies that were profitable for each of the three years 
from 2008 through 2010) and found that 30 of them paid 
no federal corporate income taxes over the three-year 
period. Seventy-eight of the companies had at least one 
no-tax year during that period. The average effective tax 
rate for the 280 companies was only 18.5 percent over the 
three-year period. 

Of course, corporate income taxes are ultimately borne by 
human beings — the corporate shareholders and own-
ers of business assets, who are concentrated among the 
wealthiest Americans. As already explained, the richest 
Americans are not overtaxed, even when you account for 
all of the taxes, including corporate income taxes, that they 
ultimately pay. 

30 Corporations Paying No Total Income Tax in 2008-2010

Company ($-millions) 08-10 Profit 08-10 Tax 08-10 Rate
Pepco Holdings $ 882 $ –508 –57.6%
General Electric 10,460 –4,737 –45.3%
Paccar 365 –112 –30.5%
PG&E Corp. 4,855 –1,027 –21.2%
Computer Sciences 1,666 –305 –18.3%
NiSource 1,385 –227 –16.4%
CenterPoint Energy 1,931 –284 –14.7%
Tenet Healthcare 415 –48 –11.6%
Atmos Energy 897 –104 –11.6%
Integrys Energy Group 818 –92 –11.3%
American Electric Power 5,899 –545 –9.2%
Con-way 286 –26 –9.1%
Ryder System 627 –46 –7.3%
Baxter International 926 –66 –7.1%
Wisconsin Energy 1,725 –85 –4.9%
Duke Energy 5,475 –216 –3.9%
DuPont 2,124 –72 –3.4%
Consolidated Edison 4,263 –127 –3.0%
Verizon Communications 32,518 –951 –2.9%
Interpublic Group 571 –15 –2.6%
CMS Energy 1,292 –29 –2.2%
NextEra Energy 6,403 –139 –2.2%
Navistar International 896 –18 –2.0%
Boeing 9,735 –178 –1.8%
Wells Fargo 49,370 –681 –1.4%
El Paso 4,105 –41 –1.0%
Mattel 1,020 –9 –0.9%
Honeywell International 4,903 –34 –0.7%
DTE Energy 2,551 –17 –0.7%
Corning 1,977 –4 –0.2%

TOTAL $ 160,341 $ –10,742 –6.7%
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Myth: Tax Cuts Create Economic Prosperity
Fact: The Economy Has Often Boomed after Tax Increases 
and Tanked after Tax Cuts

It’s hard to believe anyone still argues that tax cuts are key 
to economic growth. The tax increases enacted under 
President Bill Clinton were followed by several years of 
prosperity, while the tax cuts enacted under President 
George W. Bush were followed by an economic catastro-
phe. 

Of course, any president who serves two full terms is likely 
to see at least one economic upswing and one downturn. 
So maybe we should compare the economic upswings 
that occurred under each president, to be fair. But the 
growth that occurred during the economic upswing of the 
Clinton administration (after taxes were raised) was far 
stronger than the economic growth that occurred during 
the upswings of the Ronald Reagan and George W. Bush 
administrations (which both began with huge tax cuts).  

Anti-tax activists and politicians nonetheless insist that 
tax cuts will produce economic prosperity. The most 
extreme proponents of this view claim that tax cuts help 
the economy so much that they cause revenue to increase. 
Incomes and profits would grow so much, the argument 
goes, that the tax system would collect more revenue 
despite the lower tax rates. 

This idea is often called “supply-side” economics by its pro-
ponents, or “voodoo economics” by its critics (including 
the elder George Bush before he converted and became 
believer in voodoo himself ). No mainstream economist 
believes in it. 

In fact, the Treasury Department under President George 
W. Bush even concluded in 2006 that his tax cuts could 
not improve the economy in a way that would replace the 
lost revenue. The tax cuts would instead increase the bud-
get deficit. While it seems rather obvious that cutting taxes 
without offsetting the resulting revenue loss will increase 
the budget deficit, this was presumably a revelation for the 
Bush administration.  

The foremost proponent of supply-side economics is 
Arthur Laffer, who is discussed next in this newsletter. 

 
Stay in Touch with CTJ & ITEP 

Here is how you can keep up on the latest news and 
research about tax fairness from Citizens for Tax Justice 
and the Institute on Taxation and Economic Policy:

CTJ’s Weekly Digest
Sign up to receive CTJ’s Tax Justice Digest, our weekly 
email summary of state and federal tax fairness news, 
by visiting www.ctj.org/digest_signup.php

Like us on Facebook
CTJ: www.facebook.com/taxjustice 
ITEP: www.facebook.com/instituteontaxation

Follow us on Twitter @taxjustice

Watch us on YouTube
www.youtube.com/citizens4taxjustice

CTJ is on the ballot to receive funding this year from CREDO/
Working Assets.
 
If you are a CREDO/Working Assets member, you can help. The 
more votes we get, the more money we’ll receive from their 
entire network of activists and consumers.  

So please vote for us. It’s easy, free, and an effective way to 
support us.  Go to credomobile.com/ballot and find us listed 
under the Economic and Social Justice category.(Non-mem-
bers can also choose to sign up and vote).  

It only takes a minute- thank you!
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NEW RESEARCH FROM ITEP DEBUNKS 
SUPPLY-SIDE GURU ARTHUR LAFFER 

One of the most frequently repeated myths used by anti-
tax lawmakers is that tax cuts are hugely beneficial to the 
economy (see page 4).  Of course, the truth is that taxes 
pay for all sorts of things that are economically indispens-
able, like schools, roads, police protection, and the court 
system, to name a few examples.  Add to this the federal 
government’s recent experience with the Bush tax cuts, 
and the dismal economic growth that followed, and you’d 
think that the economic boom myth would be long gone 
by now.  But despite the facts, this myth just won’t go away.

Recently, much of our work on this issue has actually 
been focused on the states.  A number of state lawmakers, 
including the governors of Kansas, New Jersey, Oklahoma, 
and South Carolina, have argued this year that cutting or 
eliminating their state income taxes is a path to surefire 
economic prosperity.  And it turns out that in many of 
these cases, lawmakers are looking to a familiar source to 
back-up their claims: Arthur Laffer, former economic advi-
sor to President Ronald Reagan.

Laffer, you might remember, is a long-time spokesman of a 
supply-side economic theory that George H.W. Bush
labeled “voodoo economics” back in 1980 because of its 
bizarre insistence that tax cuts often lead to higher rev-
enues.

Fast forward to the 21st century, and much of Laffer’s 
newest work is focused on “proving” that states without 
income taxes have economies that far outperform those in 
the states with the highest top tax rates.  But new research 
from the Institute on Taxation and Economic Policy 
(ITEP) shows that the truth is exactly the opposite. 

Over the last decade, economic output per person has 
grown significantly faster in the nine states with the highest 
top income tax rates than in the nine states without an in-
come tax at all.  And while the median household’s (in-
flation-adjusted) income has declined in most states, the 
drop has been much smaller in “high rate” states than in 
no-tax states.  To top things off, unemployment rates have 
been virtually identical across both types of states, which 
would undoubtedly come as a shock to anti-tax lawmakers 
promising that an improved job climate will come hot on 
the heels of income tax repeal (See Figure below). 
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Laffer tries to obscure this reality by arguing that states 
without income taxes have populations and workforces 
that are growing faster than average.  But he ignores the 
fact that most no-tax states happen to be located in the 
south and western regions of the country, where popula-
tion is naturally growing (both in states with and without 
income taxes) due to factors like the housing market, 
population density, birth rates, immigration and even 
climate.

The bottom line is this: no-tax states aren’t booming, and 
lawmakers should not expect their states’ economies to 
improve if they join the no-tax or low-tax club.  In fact, in 
terms of the economic factors that matter most to fami-
lies — income levels, and whether or not they can find a 
job — the states with the highest top income tax rates are, 
in most cases, doing better than the no-tax states.  If the 
economy is really the concern of lawmakers railing about 
taxes, it’s time for them to put away the tax cut snake oil.

For more on this issue, visit us on the web at 
http://www.itepnet.org/DebunkingLaffer/

CTJ & ITEP ARE MAKING NEWS

After closing out 2011 with our state and federal reports 
on corporate tax avoidance and a major report on state gas 
taxes, we turned our attention to a season of new legislative 
sessions in the states and election year tax issues nationally.  
Here are a few highlights of our media coverage.

Our Carl Davis is becoming the go-to national expert 
on gas taxes (which, like it or not, we need) in states 
and at the federal level, too:

A new report by the Institute on Taxation and Economic 
policy, a non-profit and non-partisan research organization 
based in Washington, D.C., found that state governments 
are collectively losing out on over $10 billion in transporta-
tion revenue each year due to state lawmakers’ reluctance 

The bottom line is this: states without income 
taxes aren’t booming, and lawmakers should 
not expect their states’ economies to improve 
if they join the no-tax or low-tax club.

to update gas taxes in their states…. “Unfortunately, many 
politicians won’t consider touching the gas tax,” said Carl 
Davis, senior analyst at ITEP and author of the study. 
“They are raising sales taxes, fees on vehicles, tolls on roads, 
even looting education funds, all to make up for the stag-
nant gas tax. But they can’t bring themselves to modernize 
the biggest source of transportation revenue that’s actually 
under their control. It makes no sense.”
Huffington Post - State Gas Tax Policies Costing Gov-

ernments Millions In Lost Revenue, Report Indicates, 
December 14, 2011

The Iowa Caucuses officially kicked off the presiden-
tial campaign season and while we wrote a lot about 
the candidates’ various tax proposals, we also got me-
dia interest in our ability to explain just why it is that 
Mitt Romney pays such a low tax rate:

I just got off the phone with Bob McIntyre, the president 
of the liberal-leaning-but-nonpartisan Citizens for Tax 
Justice. He says the upshot for the rich is a huge tax cut that’s 
paid for by cuts to Social Security, Medicare and Medicaid. 
Total taxes cut in the plan: $10 trillion over 10 years, by his 
calculation.  The central feature of Romney’s new plan is an 
across-the-board 20 percent tax cut — on top of continuing 
the Bush tax cuts, by McIntyre’s reading…. Bottom line? 
“The wealthy will pay far less in taxes than they do now, 
including a wealthy person named Mitt Romney,” McIntyre 
says.

Washington Post - Mitt Romney, scourge of the one
 percent, February 22, 2012

Rebecca J. Wilkins, a tax policy expert with Citizens for 
Tax Justice, said the federal government loses an estimated 
$100 billion a year because of tax havens…. Wilkins said 
Romney’s arrangements reminded her of the now famous re-
marks by billionaire financier Warren Buffet, who revealed 
in 2007 that he was paying taxes at a lower rate than his 
receptionist. “Well, I think it’s the issue that is sort of on the 
front page every day, when we look at the Occupy Wall 
Street movement and that people are really losing patience 
with the idea that a lot of multinational corporations have 
and a lot of wealthy people have that while they benefit from 
everything this country has to offer … they don’t seem to be 
willing to pay their fair share,” she said.

ABC News - Romney Parks Millions in Offshore Tax 
Haven, January 18, 2012 
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Our Corporate Taxpayers and Corporate Tax Dodg-
ers, 2008-10 report continues to have ripple effects. 
It was covered by literally hundreds of news outlets in 
the winter and then in February, we saw this:

Reagan created a commission in 1984 to examine the tax 
code after Citizens for Tax Justice noted then that many 
large companies were paying little or no taxes…. The same 
dynamic may be happening again. It’s a presidential election 
year, and Obama’s framework is meant to get the subject off 
the table until after November.  Citizens for Tax Justice has 
even come out with another report concluding that corpora-
tions again are avoiding paying taxes.

Bloomberg Opinion - Obama’s Corporate Tax Plan 
Could Be Fairer, Simpler, February 22, 2012 

We were thrilled to get credit for forcing a debate on 
corporate taxes from the nation’s leading business 
news organization, and we wasted no time digging into 
the President’s proposal:

Bob McIntyre of Citizens for Tax Justice notes that manu-
facturers already get big tax breaks. “You take a company 
like Boeing , for example, the president was just out to 
visit them last week. Boeing hasn’t paid a nickel in federal 
income taxes over the last 10 years. I don’t know how you 
can cut their taxes any further. You really ought to be raising 
them.”

NPR Morning Edition - Obama’s Corporate Tax Cut 
Plan Faces Uphill Battle, February 23, 2012

We also haven’t stopped working on fairness in the 
individual side of the tax code, and we’re constantly 
generating numbers to help lawmakers understand 
how their plans and proposals would effect people:

The Congressional Research Service estimates that the 
Buffett Rule, requiring millionaires to pay at least the same 
rate as most middle-income taxpayers, would affect about a 
quarter of all millionaires, or 94,500 taxpayers. Citizens for 
Tax Justice, a liberal policy group, says the bill’s 30 percent 
rate would bring in about $50 billion a year.
New York Times - Turning the ‘Buffett Rule’ Into Law, 

January 31, 2012 

And then to illustrate how some of these loopholes 
actually work, we used timely examples, like when 
Facebook announced its IPO:

Though Facebook cofounder Zuckerberg may have to pay 
some $2 billion in personal income taxes when he exercises 

his $4.8 billion in stock options, the current tax laws will 
reduce his firm’s tax burden by $3 billion, according to the 
watchdog group Citizens for Tax Justice…. “There’s some-
thing obviously wrong with a tax loophole that lets highly 
profitable companies make more money after tax than 
before,” said Robert McIntyre.

National Journal - Closing Loophole Could Cost Face-
book Billions in Taxes, February 7, 2012 

 We are especially proud of our critique of Arthur 
Laffer (page 5).  He is called the “father of supply side 
economics” and lately he has been helping  lawmakers 
in several states justify abolishing the personal income 
tax – the most progressive feature of any tax system 
and a reliable source of revenue.  Our op-ed that’s run 
in a dozen newspapers about Arthur Laffer’s snake oil 
concludes:

The bottom line is this: no-tax states aren’t booming , and 
lawmakers should not expect their states’ economies to im-
prove if they join the no-tax or low-tax club. In fact, in terms 
of the economic factors that matter most to families - income 
levels, and whether or not they can find a job - the states 
with the highest top income tax rates are, in most cases, 
doing better than the no-tax states. If the economy is really 
the concern of lawmakers railing against the income tax, it’s 
time for them to put away Arthur Laffer’s tax cut snake oil.

And, we are seeing more news coverage like this:
A study released this month by the Institute on Taxation 
and Economic Policy (ITEP), a non-profit, non-partisan 
research organization... challenges the idea popular among 
conservative politicians that income taxes impede economic 
growth…. The report concludes, “There is no reason for 
states to expect that reducing or repealing their income taxes 
will improve the performance of their economies.”

New Jersey News Record - Report: Income Taxes 
Don’t Hurt Economic Growth, February 17, 2012

Next up, Tax Day! We’re keeping track of all our news 
coverage at our website, www.ctj.org/ctjinthenews so 
click over and check on us any time.
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Just Taxes

Welcome to the special Tax Day 2012 edition of Just Taxes! 

It’s April and everybody is talking about taxes - in the press and around the water cooler. In honor of 
the season, we tackle the big myths so you can take on the conventional wisdom.  

•	 Corporations aren’t over taxed -- Page 3
•	 The rich aren’t getting soaked --  Page 2
•	 Tax cuts don’t grow the economy  --  Page 4
•	 Taxes aren’t too high --  Page 1
•	 Just about every single American does, in fact, pay taxes  -- Page 3

If you’ve already filed your taxes, good for you. If you haven’t, maybe reading this will make it easier.  
And it’s all a handy reference for this election year which, by all accounts, will see taxes as a top issue.

Thank you for your support!


