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“The Tax Foundation’s proclamations of state Tax Freedom Days are misleading and do little to inform legitimate 
debates over levels of state and local taxes and the services those taxes support.”1 

 
 

The Tax Foundation annually releases a report on “Tax Freedom Day” 2, purportedly the day when 
Americans have earned enough money to pay their total tax bill for the year.   The report is fraught 
with erroneous and misleading information. 3  This year, the report asserted that for 2005 
Connecticut was 1st in overall tax burden (all taxes), and 12th in state and local tax burden, as a 
percentage of income.  There are many reasons to be skeptical about these data, including the 
following methodological problems:  
 
1. Based on estimates and projections, not actual tax collections. State and local data included in the Tax 

Foundation report do not reflect actual tax collections but rather are based on a set of estimates 
and projections, largely derived from years-old data and from national samples that were not 
intended to be used for state-by-state estimates. 

 
2. Weak track record of making good estimates.  Historically, the Tax Foundation projections have been 

wrong, and therefore misleading to the public, the media, and policy makers.  For example, the 
2002 report claimed the tax burden had risen in 38 states since 2000.  The number of states in 
which the tax burden had risen between 2000 and 2002 was subsequently revised down to 8 in 
the 2005 report. 4  

 
The 2005 report includes revised estimates of state and local tax burdens for 2002.  These 
revised rankings differed significantly from those originally reported, with the rankings of 24 
states changing by at least five places and the rankings of 13 states changing by at least 10 places.  
 

3. Inconsistent treatment of capital gains income and taxes.  The Tax Foundation calculations include the 
taxes that individuals are expected to pay on their capital gains as part of total taxes, but exclude 
the capital gains income on which those taxes are paid as part of total income. 

 
4. Miscategorization.  Certain items are counted as taxes that should not be, including Medicare 

premiums older Americans pay to receive medical coverage under Medicare, intra-governmental 

                                                 
1 Joel Friedman, David Kamin and Robert Greenstein, Tax Foundation Figures Do Not Represent Middle-Income Tax Burdens: 
Figures May Mislead Policymakers, Journalists and the Public, (Washington: CBPP, 2005).  
2 Tax Foundation, Special Report: America Celebrates Tax Freedom Day, (Tax Foundation, 2005).  
3 This report draws on two Center on Budget and Policy Priority reports:  Iris Lav, Joseph Llobrera, and Nicholas 
Johnson, Tax Foundation Estimates of State and Local Tax Burdens are Not Reliable, (Washington:  CBPP, 2005), and 
Friedman et al, op. cit.  
4 US Census Bureau data show the tax burden had actually increased in only 4 states, however. 
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‘paper’ transfers for bookkeeping purposes, and rental payments paid by individuals or 
businesses to rent publicly owned properties. 

 
5. Misleading uses of averages.  The Tax Foundation’s use of averages overstates the federal tax burden 

of most families.  Under the Tax Foundation’s methodology, higher taxes paid by wealthy 
taxpayers make taxes paid by average Americans look much larger than they are (see text box 
below for illustrative calculation).    

 
6. Misleading Designation of State Tax Freedom Days.  The Tax Foundation report designates not only a 

national “Tax Freedom Day”, but also distinct “Tax Freedom Days” for each state.5   The Tax 
Foundation report implies that the difference in “average tax burden” from one state to the next 
is reflective of burdens imposed by state and local tax systems, when in fact the variance 
primarily reflects differences in the wealth of taxpayers in each state.   

 
7. Estimates differ from widely recognized sources.  The Congressional Budget Office, a recognized, 

authoritative, non-partisan source, calculates the share of income paid in taxes by the middle 
fifth of American households.  This group of taxpayers differs from the ‘average’ used by the 
Tax Foundation, and more accurately reflects the ‘average taxpayer’ population as conceived by 
most Americans (see graph below).  Notably, both sources indicate a declining tax burden.  

                                                 
5 For 2005, the national Tax Freedom Day is April 17.  State Tax Freedom Days range from April 2 to May 3. 

Illustrative Example 
4 families with incomes of $50,000 each pay $2,500 in income tax (5% of their income). 
1 wealthy family with $400,000 in income pays $80,000 in income tax (20%) of its income.   
 
Tax Foundation calculations would average these incomes and taxes and conclude that the 
average taxpayer paid 15% of its income in taxes, three times higher than the rate paid by 4/5th 
of the families in this example.    
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The most accurate, and generally-accepted measure of state and local tax burden is produced by 
the United States Census Bureau.  Unlike the Tax Foundation report, it is based on actual taxes 
paid and not estimates and projections.  Most recently, the Census Bureau reported that in 2002 
Connecticut was 22nd highest in the nation in state and local taxes as a percentage of personal 
income, 11 places lower than in the original Tax Foundation estimate (placing Connecticut as 
11th), and 12 places lower than the revised Tax Foundation rank (placing Connecticut as 10th).6  

 

                                                 
6 U.S. Census Bureau, State and Local Government Finances by Level of Government and by State, 2001-2002. Ranked by the 
broader measure, ‘General revenue from own sources’ as a share of personal income, Connecticut ranks 48th.   


