America’s tax dollar
reaches far and wide
but its priorities have
shified over the years

By Steven Thomma
KNIGHT-RIDDER NEWSPAPERS

ASHINGTON — It's almast April
15. and many Americans putting
the finishing touches on their an-

nual tax returns o the federal

government don't know what they get for
their money.

The fact 1, that money is all over the
world .

Same of It is In the Social Security check
arnl Fyery month in that retired woman
fevwrn the <treet. and some of 1t 18 In the
payeheek of a young soldier guarding the
Korean border. Some of It is in the interest
on the savings bond a neighbor got for
graduation, and some of It is in the check |
sent In the local dactor who cares for eiderly

people

art hene musch™ Are taxpavers spending
more on programs they like and less on
programs they don't lke. or just the oppo-
site”?

Amernicans tend 1o overestimate govern-
ment spending on unpopular activities, such
as foreign ard or wellare, and underestimate
spending on popular programs. such as
Mrlicare Their misunderstanding makes it
harder lor politicians ta pursue the kind of
uta that will be neressary (o balance the
Imwlget without Lax Increases

Most Americans. for instance, think the
grvernment spends more of their money on
inreign and than on Medicare. aconrding tn a
poll last vear tor The Washingion Post. The
truth is that Medicare 18 near the top of the
spending list. taking 12 cents out of every
dollar sent to Washington Foreign aid i1s
near the battom, taking less than a penny of
every dollar.

About 4R pereent mverstate how much is
spent on welfare, believing 1t takes at least
20 cents of every dollar aspent by the govern-
ment, aceording (o a 1995 poll for CIBS and
The Newr York Times. In reality, paymems
to welfare families account for about | cent
of every dallar. If ather programs for poor
and nearly poor people are included — such
as Medicaid and food stamps — the figure
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For every $1 of federal tax ...

As Americans il out their federal tax retums,
the question arises: Where does the
money go? Here's a rundown, from

the 1997 budget:
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The top five 1997 apenaing
1.Social Security $388 billion (23¢)

2.Delense $287 billion (16¢)
3.Interest on debt $247 billien (15¢)

WELFARE ;lym Wheltare 15 a g pan of the budget.
Reaitty. | ne lederal program for wellare

larmdses ACCOUNTS 1Of aboUt 1€ out of every

. $1 1t other programs for the poor, ke
Meocad and included

food slamps. are

the hgure s about 12¢.

4. Medicare S194 bilthion (12¢)
5. Medicad $99 billion (6¢)
Then and now

How lederal pnontes have shifted.
as a percent of budgel”

%m

Myth: The budget dehcit has been going up.
Reality: It has gone down sach of the last
fowr years

1960 1980 1997
Human
resources 20%  53% 62%

Myth: Delense spending keeps going up.

Defense  52% 23% 16%

ocreRse Reaiity: Adwsted for inflabon, Moot T% 9% 15%
spencing hasn 't been this low since 1980. Phys ;
: resources % 1% 4%
FEDERAL Myth: Federal taxes have been going up. -
TAXES Raeality: Afer taking infiation into account, Other ™ %
T vy bovwotn 1% 0% 0t e, © Wamber of foderal
economy lor each of the last 20 years. dﬂl!-:-ﬂm
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Analysis lays bare the truth about >Bm§nmbm tax exposure

BY b=< RIDENOUR

WASHINGTON — In the year 1057,
Lady Godiva urged her husband Leofric,
Earl of Mercia, to lower taxes on the peo-
ple of Coventry. Leofric replied that he
would do so only if his wife rode naked
through the town marketplace.

Lady Godiva met her husband’s condi-
tions. Covering her body with her long
hair, she protected both her own modesty
and her husband's pride, permitting him
to lower taxes without loss of face.

Lady Godiva’s spirit lives on. On April
15, the date more than 120 million tax re-
turns are due, the U.S. House of Repre-
sentatives will vote on a tax limitation con-
stitutional amendment to make it harder
to raise taxes.

If approved, this amendment would re-
quire two-thirds approval of Congress to
raise taxes, except in wartime and during
national emergencies.

Last April the Tax Limitation Amend-
ment passed the House 238-186, just 47
votes short of the two-thirds majority
needed to approve a constitutional amend-
ment. .

The vote is too close to call this year,
but one thing is sure: If every taxpayer re-
alized the full extent of the taxes he or she
pays, Congress would feel enough heat to
stop raising taxes.

Wall Street Journal writer Amity
Shlaes’ new book, “The Greedy Hand:
How Taxes Drive Americans Crazy and
What to Do About It,” is an excellent
source of tax information.

Did you know, for instance, that when
Congress established the first income tax
in 1913, a millionaire's income tax rate
was 7 percent? Today, says Shlaes, a teen-
ager starting out at McDonald’s qualifies
for a 7.65 percent tax rate.

Shiaes also tells us that Americans
each year pay $1.48 trillion in taxes, an
amount equal to the size of the entire Brit-
ish economy. U.S. federal taxes today

equal one-fifth the U.S. economy — the
highest level ever in peacetime.

Shlaes also shares Tax Foundation
data showing that, in 1957, an average
two-earner American ?Eww spent a
quarter of its budget in taxes, much
less than it spent for food and housing.

In 1998, a typical two-earner family
spent nearly 40 percent of its income
on taxes — more than it spent on food,
clothing and housing combined.

Rep. Joe Barton, R-Texas, who is
sponsoring the Tax Limitation Amend-
ment with Sen. Jon Kyl, R-Ariz., says
his proposal is necessary because our
government structure is biased toward
more and more spending. Barton
points out that most government bene-
fits target distinct special interests that
have a strong economic incentive to
band together to lobby for increased
government spending.

Taxpayers, he says, are different:
They are spread around the country
and find it difficult and uneconomical
to band together to stop spending and tax
increases.

In a 1997 poll, 70 percent of the public
supported Barton’s Tax r::go:
Amendment.

Barton hits upon something political
philosophers have long recognized. In the
19th century, John Stuart Mill wrote: “The
people who exercise the power are not al-
ways the same people over whom it is ex-
ercised.” Quite so, And those who pay the
taxes are not always those who sought
spending increases.

One group that agrees with Barton is
Americans for Tax Reform, a coalition of
90,000 taxpayers and taxpayer groups.
ATR supports a Tax Limitation Amend-
ment to the U.S. Constitution, noting that
14 states have tax limitation provisions,
while 15 states will consider adopting
them sometime in 1999.

In support of tax limitation efforts,
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ATR is educating Americans about “hid-
den taxes” that drive up tax bills in ways
most never realize. ATR describes the tax
bite in popular consumer goods:

B Beer: 43 percent of the price goes
for taxes.

M Bread: 31 percent of the price paid is
taxes.

B Cars: 45 percent of sale price is
taxes. .

M Cigarettes: 75 percent of the sale
price is for taxes.

M Electricity: 25 percent of your bill
goes for taxes.

M Gasoline: 54 percent of the price is
taxes.

B Guns: 46 percent of the sale price is
taxes.

M Hotel stays: 43 percent is taxes.

M Liquor: 44 percent of the price of a
bottle of distilled spirits goes for taxes.

W Pizza: 38 percent is taxes. -

B Restaurant meals: 27 um.ooa of the
price is taxes. .

M Soda: 35 uﬂ.nna is taxes.

M Telephone calls: 50 percent is taxes.

M Tires: 36 percent is taxes.

The need for tax reform may be high-
lighted by these facts: According to the
Tax Foundation, total 1998 tax collections
in the U.S. will equal $2.667 trillion, equal

" to $26,434 for every household, or $9,881

per person. It also is an increase of 5.7
percent over 1997 tax receipts and a 58.4
percent increase over 1990 tax receipts.
Compared with the actions of Lady Go-
diva, the Tax Limitation Amendment is a
moderate proposal. On April 15 we'll see if
it is moderate enough to gather the sup-
port of two-thirds of the Congress.
» Amy Ridenour Is president of The National
Center for Public Policy Research. This article

was distributed by Knight Ridder/Tribune
News Service.
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