No income tax states vs high income tax states

Overall, when you compare the economic performance of the nine states that do not impose a personal income tax on their residents with the nine states that impose the highest marginal personal income tax rates between 1994 and 2004, you get the following results.  The nine states with no personal income taxes consistently out-perform the nine states with high personal income taxes.   

The nine no income tax states have:   

· Faster growth of gross state output (79.7% versus 62.5%);  

· Greater personal income growth (77.2% versus 60.2%); 

  

· Higher personal income per capita growth (50.9% versus 48.7%);     

· A much greater increase in total population (17.8% versus 6.4%), including a net inflow of residents from other states (4.1% of total population) versus a net outflow of residents (2.2% of total population); 

· Much more rapid job creation (22.9% vs. 12.8%); 

· A lower unemployment rate (5.1% vs. 5.2%), despite the huge inflow of migrants.  

	Economic Indicators:  No income states vs High income states

(Cumulative percent change from 1994 to 2004)



	State Economic Indicators
	9 States with

NO personal income tax
	9 States with

HIGH personal income tax rates

	Gross state output
	79.7%
	62.5%

	Personal income growth
	77.2%
	60.2%

	Personal income per capita growth


	50.9%
	48.7%

	Population growth
	17.8%
	6.4%

	Job creation
	22.9%
	12.8%

	Unemployment rate
	5.1%
	5.2%


[image: image1.wmf]  *Highest marginal state and local personal income tax rate imposed as of 1/1/05 using the tax rate of each state's largest city as a proxy for the local tax.  The effect of the

  deductibility of federal taxes from state tax liability is included where applicable.  New Hampshire and Tennessee tax dividend and interest income only.  While Hawaii and

  North Carolina both impose the same top rate, Hawaii is included in the "nine highest" category due to a much lower top bracket.


Source:  Arduin, Laffer & Moore, Econometrics, “A Macroeconomic Analysis of the FairTax Proposal”, July, 2006.
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