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Marching Toward Taxmageddon

Tax Freedom Day istoday -- next year it could come a
month later.

By Doug Bandow on 4.17.12

Americans effectively stop paying for governmentl@x Freedom Day. Directly, that is.
Regulation acts as a huge de facto tax. And mamgr diberties have been lost to
government over the years.

However, taxes are the easiest way to measureitteeqd government. This yediax
Freedom Day falls on April 17That is four days later than last year, primatiye to
higher federal income and corporate tax collectioesplains the Tax Foundation. As a
result, "Americans will work 107 days into the yé&am January 1 to April 17, to earn
enough money to pay this year's combined 29.2 pefederal, state, and local tax bill."

The payroll tax cut -- approved for this year omylanuary -- has helped hold back TFD.
Otherwise we would be working another three daygfwvernment.

Tax collections represent a sizable amount by aegsure. The total is even more in
comparison with other expenditures. Americans delexts time working to buy what
almost everyone considers to be necessities infptfood, and housing -- than to pay
taxes. And the value that we get for the formdaiggreater than most of what we get
from the decisions of irresponsible and spendtpuifilic officials.

A bit more than a month, 32 days, goes for thenmedax. Federal "social insurance™
levies -- that is, Social Security and Medicarestax account for 23 days. State and local
sales and excise taxes consume 12 days. So dasthtecal property taxes. The federal
corporate income tax fills nine days. State andllotcome taxes come in at eight days.
Other state and local exactions consume four daiser federal taxes hit three days.



Federal sales and excise levies run two days. Statéocal corporate taxes consume a
day. It's an imposing list.

It is hard for most Americans to imagine, but goweent in America once was small. In
1900 TFD fell on January 22. Americans paid juStfercent of their incomes to
government at all levels.

Economic and international interventions did muzlkchange that, as Robert Higgs
documented iiCrisis and Leviathan. In 1917 the U.S. foolishly entered World War tan
TFD was January 24. The following year it was Faby8. Government continued to
grow. TFD rolled into March during the Great Depies as Washington spent wildly
but unsuccessfully in an attempt to boost the ecgndn 1943, with the world in flames,
TFD first broke into April. It dropped back into & in 1950 before rising inexorably
as the Cold War heated up.

The Depression and World War Il most dramaticakganded the national government,
pushing federal spending beyond that of statedauadities. In 1932 Americans worked

46 days to pay their state and local taxes, but tanl days to satisfy Uncle Sam. On the
eve of entering World War Il in 1940 Americans ledub33 days for each. From then on
the national government has taxed more.

Alas, observes the Tax Foundation, after World WaiT he federal tax burden never
returned to pre-war levels. The 1950s and 196@ssa® a rise in state-local tax burdens
and a boost in economic growth following the 196&hKedy/Johnson tax cut. Vietnam
War-era tax increases and the 'stagflation' ofl8%®0s pushed personal incomes into
higher tax brackets, and by 1981, Tax Freedom Déayea on April 24."

Although President Ronald Reagan cut taxes, ecangroivth increased revenues.
When he left office in 1989 TFD was April 22. Notbe Tax Foundation, "That year,
federal income tax revenues as a share of the agpn@re higher than they had been in
nearly all years prior, and higher than all but gear (1952) of the 1940s, 1950s, and
early 1960s, when the top rate exceeded 90 petcent.

Although TFD receded further this year, it stilledm't look too bad compared to recent
peaks. The record was May 1 in 2000, before thdn Baws cuts. Despite everything that
has happened in the last few years, TFD this yejaist a day later than in 2003, after the
Bush tax cuts took effect.

But this could change next year. The Heritage Fatiod'sCurtis S. Dubay warns alfie
risk that "an enormous, unprecedented tax incredb&ll on American taxpayers
starting on January 1, 2013." The Bush tax cutschvhelped roll back the steadily
escalating burden during the Clinton years, exairdne end of the year. So does the
latest extension of the payroll tax cut and therakitive minimum tax "patch.” Include
some Obama administration tax hikes and Americaos & "Taxmageddon” of nearly
$500 billion.




Dubay urges the president and Congress to "stakimgptogether now to prevent this
massive tax increase rather than waiting untilethe of the year." The reason for acting
sooner rather than later is obvious -- reduce gpodunity for political gamesmanship
and "assure families, businesses, and investorshibia taxes will not rise sharply as the
economy is still staggering to its feet."

Tax hikes of this magnitude obviously would dramaty push back TFD (and damage
economic growth prospects). But the real TFD wdaddeffectively unchanged.

UNCLE SAM NO LONGER pays for many of his prograr@e reason that TFD came
so late in 2000 is that the federal governmentmasing asurplus. That's almost
unimaginable today, when the Congressional Buddfetedprojects never-ending red ink.
Even the CBO's most unrealistically optimistic estie suggests that the deficit will only
dip to about $200 billion in 2018 before startiragk up without limit.

Indeed, with an annual budget of $3.6 trillion Waglton has been borrowing a third of
its funds. At the same time, as if by magic, thaefal government, through the Federal
Reserve, has been buying 60 percent of its own asloied by the Treasury Department.
Washington has been partying wildly since 2008hwhie cascade of bailouts and
porculous outlays that have been tossed down thesgrial rat-hole.

Unfortunately, things are only going to get worSannie Mae and Freddie Mac continue
to lose money, the Federal Housing Administrateover-extended, and the Pension
Benefit Guaranty Corporation needs its own bail-tlrtcle Sam has more than $100
trillion in unfunded Social Security and Medicaabilities. America's dubious wars and
nation-building campaigns have turned into unfuniigallities, with a trillion dollars or
more of spending to come to simply provide longrteare for those grievously
wounded in combat.

Moreover, if Obamacare survives the Supreme Ctedéeral health care spending will
explode Warns Charles Blahous of the Mercatus Instjttiieough 2021 the "reform"
measure is "expected to add at least $240 billiwhaes much as $530 billion to federal
deficits while increasing federal spending by mibyan $1.15 trillion over the same
period and by increasing amounts thereafter." Ansldéstimate presumes that
Obamacare contains medical spending, while itsggeevincentives actually will do the
opposite.

The Congressional Budget Office "baseline” budgeathich assumes everything will go
right from a fiscal standpoint -- figures additional $2.9 trillion in red inkom 2013 to
2022. If President Barack Obama's budget were gatbeered tide would rise to $6.4
trillion. And if policy runs aground, as so often happéms CBO's "alternative fiscal
scenario'predicts another $10.7 trillioim borrowing over the coming decade.

CBO concluded simply: "The federal budget is oruasustainable path, because federal
debt will continue to grow much faster than theremay over the long-run.” The



government's good times might continue for a littleger. But soon the bill will come
due. And when it does Americans can bid farewelbttay's relatively early TFD.

THE FEDERAL DEFICIT is expected to exceed $1 wiflithis year. If Americans were
taxed to cover that amount the TFD would jump neannonth, to May 14. That would
set a new postwar record by nearly two weeks. Binebined TFD would lag merely one
week behind the comparable total in 1945, wherkls$ was engaged in a devastating
world war.

Of course, TFD is a national average. Some statd®tler. Residents of Tennessee
finish paying their taxes on March 31. TFD in Loaig and Mississippi is a day later.
South Carolina and South Dakota come in at Apah@ 4, respectively.

Unfortunately, other states are worse. Connectioatinues to hold worst in the nation
dishonors, falling in at May 5. That's two and # heeeks after the national average.
New Jersey and New York sit at May 1. Washingtomes in at April 24. lllinois,
Maryland, and Wyoming come at April 23.

America faces a bipartisan crisis. Democrats anerabbig spenders. Republicans like to
pose as fiscal hawks, but their record in offickarsdifferent. The Bush administration
and Republican Congress were wastrels par excell@imey laid the debt foundation on
which President Barak Obama has been so cheebiuiliging. And political courage is
not much in evidence among most GOP leaders trese despite their rhetorical
posturing.

Tax Freedom Day's retreat in the face of increges@rnment spending should act as a
spur to action. Unless Americans take charge adriddinances, far worse is in store.
Who knows? Maybe some day we will never stop waykor government.



