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By Tad DeHaven

Most of the debate over extending the Bush tax lcassfocused on whether to extend slightly lower
marginal rates for higher earners who already bdarge burden. But at the other end of the income
spectrum, a growing share of Americans don’t papinetaxes. Indeed, the Bush tax cuts increase

share of U.S. households that pay no income taxes.

From theWall Sreet Journal:

Efforts to tame America’s ballooning budget defmuld soon confront a daunting reality:
Nearly half of all Americans live in a householdwhich someone receives government
benefits, more than at any time in history.

At the same time, the fraction of American housdbaiot paying federal income taxes has
also grown—to an estimated 45% in 2010, from 39 fiears ago, according to the Tax
Policy Center, a nonpartisan research organization.

A little more than half don’t earn enough to beetdxxthe rest take so many credits and
deductions they don’t owe anything. Most still gtwith Medicare and Social Security
payroll taxes, but 13% of all U.S. households payher federal income nor payroll taxes.

As the price of something drops, the demand ineedsor a growing share of Americans, government
services are effectively “free,” so they are demiag@ven more and policymakers are giving it tarthe

As the following chart shows, federal paymentsitividuals as a share of the economy have reached
an al-time higl after seventy years of steady gro\
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Federal Payments to Individuals as a % of GDP
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George Bernard Shaw said that “A government whidds iPeter to pay Paul can always depend on the
support of Paul.” In order to head off the comirsgdl train wreck, Paul is going to need to be
convinced that robbing Peter is no longer in hist literests. However, by foisting a larger shdrhe
burden of government onto a smaller and smallengud taxpayers, policymakers will make it more
and more difficult for Paul to see the error of Wasys.

Cross-posted at Cato@L iberty.
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