
January 8, 2003 |

 
Register / Sign In

 
|

 
Home

 
|

 
Archive

 
|

 
Classifieds

 
|

 
Yellow Pages

 
|

 
Cars

 
|

 
Homes

 
|

Site map

 
|

 
Help!

      
Search...

        

Tax burden shifting from rich, study finds 
Disparity growing in Ohio, U.S., as states face budget 
shortfalls 

Wednesday, January 8, 2003 

Alan Johnson

 

THE COLUMBUS DISPATCH 

Ohio's state and local tax 
burden hits low- and 
middle-income residents 
harder than wealthy 
Ohioans, a study released 
yesterday shows.  

While the top 1 percent of 
nonelderly Ohio families -- 
those earning $261,000 a 
year or more -- paid 9.7 
percent of their income for 
state and local taxes, low- 
and middle-income 
Ohioans -- who make less 
than $15,000 annually -- 
paid 11 percent. 

 

The disparity has gotten 
worse since 1989, according to a nationwide study done by the Institute on 
Taxation and Economic Policy and released in Ohio by Policy Matters 
Ohio. Both are nonprofit, nonpartisan research groups based in 
Washington, D.C., and Cleveland, respectively.  

Zach Schiller, research director for Policy Matters Ohio, said the results 
are important as Ohio political leaders consider how to fill a budget 
shortfall projected at $4 billion in the fiscal year beginning July 1.  

"Like most states, we have a budget problem and are seriously studying . . 
. new taxes or increased taxes,'' Schiller said.  

"If we have to raise taxes, which seems quite likely, we shouldn't do the 
same thing we've done since 1989. We should be trying to make our 
system more progressive and fairer.''  

Schiller suggested increasing the income tax rather than sales or excise 
taxes. He said a surcharge could be added to upper income-tax brackets, 
or the corporate franchise tax could be tightened, he said.  
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If the sales tax must be increased, he said, the tax hike should be carefully 
analyzed to minimize the impact on low and middle-income taxpayers.  

Ohio was not alone in shifting the tax burden to the poor, the study 
concluded. In fact, it's a national trend.  

The study examined income, property, corporate franchise, sales and 
excise taxes at the state and local level in 2002.  

Sales tax and excise taxes, which are tacked onto the price of gasoline, 
liquor and cigarettes, are the main culprits in the shift, the study 
concluded. They are considered "regressive'' because rich and poor pay 
the same tax, regardless of income.  

The tax discrepancy between rich and poor widens because of the federal 
itemized tax deduction offset, the study found. That pertains to state and 
local income and property taxes that can be deducted on federal tax 
returns. Sales and excise taxes cannot be deducted.  

Those with higher incomes are more likely than lower- income earners to 
itemize deductions.  

Taking those deductions into account, the top 1 percent of Ohio earners 
paid 6.7 percent of their income in taxes -- compared with 10.9 percent for 
the bottom fifth of earners.  

On the other hand, Ohio's income tax is considered "progressive'' because 
it is bracketed so those with higher incomes pay a higher tax rate.  

Ohio still fares slightly better than the national average in terms of the 
rich-versus-poor tax burden, according to Schiller. Nationally, the 
wealthiest 1 percent pay 7.3 percent of their income in taxes compared to 
11.4 percent for the lowest earners.  

The states of California, Delaware, Montana and Vermont were singled 
out in the study as having the fairest tax systems, mostly because they 
have bracketed income taxes and low reliance on sales and excise taxes.  

An additional 10 states -- Alabama, Florida, Illinois, Michigan, Nevada, 
Pennsylvania, South Dakota, Tennessee, Texas and Washington -- were 
cited as regressive, meaning the tax disparity between rich and poor was 
greater.  

In Washington, residents in the top 1 percent paid 3.3 percent of their 
income in taxes, while the poorest earners shelled out 17.6 percent.  

A state-by-state report on taxation is on the Internet at 
http://www.policymattersohio.org/who-pays.htm.     
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