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Jon Huntsman touts record enacting "'flat
tax," but how accurate is claim?

Share this story:

Every Republican candidate claims to be a tax-cutter, but former Utah Gov. Jon
Huntsman says he's done something that few other Republicans can claim: he simplified
the state's income taxes and passed a flat tax.

During a recent house party in Belmont, N.H., Huntsman responded to a voter's question
about whether the aim of the federal tax system should be to raise revenue or influence
behavior.

"That's one of those trick questions, right?" Huntsman asked.
"Possibly," said Bill Goetz, a retired, manufacturing executive living in Belmont.
Huntsman went on to describe his philosophy and pointed to his record in Utah.

"We got a flat tax out of it, we cut income taxes by 30 percent, it was a cost-neutral affair
where we took out the deductions, we took out the biases almost completely, some we
didn't get out, and you know what? The state came to life in part because of that."

Republicans frequently talk a good game about supporting a flat tax, but they often have
difficulty getting political support to change the complicated tax laws. So we wondered if
Huntsman and the Utah legislature had succeeded in overhauling the state law to the
point where it can be considered a flat tax -- and whether they cut income taxes by 30
percent.

The Huntsman campaign pointed us to published reports this spring and in 2007 that
explained how Huntsman began pushing for the changes soon after he took office in
January 2005.



"We need a tax policy that is not only friendly to our citizens, but also creates a
competitive environment for business. Business as usual will leave us behind our
neighboring states," he said during his first State of the State speech in January 2005.

Huntsman and the Legislature achieved their goal with two changes in tax law over two
years.

When Huntsman took office, there were six income tax brackets ranging from 2.3 percent
to 7 percent. Ultimately, Huntsman and the Legislature approved a single rate of 5
percent.

They created a much flatter tax, stripping away most of the deductions and credits. Utah
taxpayers still adjust their income in ways such as counting interest earned on bond
income or deducting from income the withdrawals they make from medical savings
accounts.

The research arm of the Utah Legislature maintains it was not a flat tax in the purest
sense. "Although the new system has a single statutory rate of 5.0 percent, it is not a
proportional or 'flat' income tax system. Rather, Utah’s new income tax system remains
progressive through tax credits,” said a January 2010 report of the Utah Office of
Legislative Research and General Counsel. (A progressive tax system is one in which
richer people pay a higher percentage of their income in taxes than poorer people do.)

Roughly 90 percent of taxpayers get to claim as a credit from state taxes some of what
they claim as deductions and tax exemptions under the federal tax code. The credit
phases out and goes away from those making very high incomes in the state.

This makes the effective tax rate about 3 percent for Utah taxpayers earning $70,000 a
year in 2008 and 4 percent for a household with $100,000 in taxable income, according to
the legislative group's analysis.

"There's no question this is a single rate tax -- but with the credit, the overwhelming
majority of taxpayers do not pay 5 percent of their income," said Phil Dean, the policy
analyst who authored the 2010 study.

Conservative groups give Huntsman high marks for the overhaul and have said they
consider it to be a flat tax.

The libertarian Cato Institute gave Huntsman the highest score of any governor on tax
policy in 2006. Likewise, the Club for Growth praised Huntsman's tax reform while
adding there were some "minor blemishes™ that included other tax increases during his
tenure. (It's worth noting that both groups fault Huntsman for increases in state spending
that occurred under his watch.)

In general, most taxpayers ended up paying less in taxes. The Office of Legislative
Research and General Counsel estimated that about 97 percent of taxpayers were paying



the same or less compared to the 2005 system.

As for Huntsman's claim that they "cut income taxes by 30 percent,” we find that is a
significant exaggeration.

He is close to correct if you compare the statutory rate in the top tax bracketbefore and
after the tax system changed. The top rate declined from 7 percent to 5 percent, which is
a decrease of 28.6 percent.

But there are two problems with this measurement. First, it doesn’t address the lower tax
brackets. Remember, the lowest rate went up from 2.3 percent to 5 percent. So
Huntsman’s 30 percent decrease in the statutory rate didn’t apply to them.

That said, it’s worth noting that residents in the lowest tax brackets didn’t necessarily end
up paying more in taxes, because under both approaches they got credits that reduced
their tax bill. (In fact, about 97 percent pay the same or less in taxes than they did under
the old system.)

Which brings us to the second problem with Huntsman’s 30 percent description -- that
just looking at the drop in the statutory rate, as Huntsman does, says very little about how
a taxpayer actually fared after the change.

Even after the imposition of the new system, a Utah resident’s tax bill is heavily
dependent on their specific circumstances. The 2010 report found that very few taxpayers
saved more than $300 on their tax bill, and those who did were mostly in the top 10
percent of earners.

Instead, for the bottom 70 percent of earners, the typical savings was between zero and
$200. And a $200 savings for someone earning $55,000 is about four-tenths of 1 percent.
That’s a much more modest in-pocket savings than a listener would assume from hearing
Huntsman’s 30 percent figure.

"In dollars and cents, for single taxpayers the annual income tax cut worked out to
between $25 and $100," Dean said. "Most married taxpayers got a tax cut of $50 to
$200."

Dean added that a cut in the sales tax effectively doubled the overall tax cut for most
families. But even that wouldn’t make the savings approach a 30 percent tax-bill
reduction for the vast majority of taxpayers.

Our ruling

Huntsman said he passed a flat tax and "cut income taxes by 30 percent."”

On the flat tax question, the changes under Huntsman certainly made it a flatter tax than
the one it replaced, since the changes he oversaw combined several tax brackets into one.



But the tax remains more complicated to calculate than a pure flat tax would be. In fact,
Utah’s system of tax credits make the tax somewhat progressive in practice, which is
something a true flat tax would not be.

Meanwhile, Huntsman’s 30 percent claim is more misleading. It’s true that the statutory
rates in the top bracket declined by almost that much, but the actual reduction in tax
dollars paid was far smaller for the overwhelming majority of taxpayers -- usually less
than 1 percent of a taxpayer’s adjusted gross income. We think most people hearing
Huntsman's comment would believe he was touting a 30 percent cut in what people
actually pay at tax time, and the numbers aren’t close to that. So we rate his claim Mostly
False.



