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Who is Paying the Tax in America?
Who?
We have all heard the stories about how the rich make all the money in America and pay the

majority of taxes. A report by the Congressional Budget Office confirms just what percentage of
US taxes are paid by the rich. (The following figures are for 2007)

Wealthiest 1%: 40.42%
Wealthiest 5%: 60.63%
Wealthiest 10%: 71.22%
Wealthiest 25%: 86.59%
Wealthiest 50%: 97.11%
Bottom 50%: 2.89%

This report shows that the bottom 40% of taxpayers actually get more money back on their taxes
than they actually paid! This is because of the earned income tax credit, which actually allows low
income households to receive more money back on their taxes than they paid in.

So just how much are people making. The most recent data that | could find was for the year
2007, and refers to household incomes.

Wealthiest 1%: $410,096
Wealthiest 5%: $160,041
Wealthiest 10%: $113,018
Wealthiest 25%: $ 66,532
Wealthiest 50%: $ 32,879

Tax Cuts?

So, what happens when the government makes tax cuts in order to help stimulate the economy?
There is often an argument made that the rich receive all the benefits of the tax cuts.

This stands to reason, since those that are hardly paying any taxes, the lowest 50%, would not
see significant savings on their taxes. It is inevitable that the people who pay taxes would get the
tax cut.

If the government were to cut taxes only for the people with the lowest 40% of income, there
would be virtually no change in taxes, and there would be no stimulation to the economy.

The US has a progressive tax system, which means that the average tax rate rises at a faster
rate than your income. So the rich pay a higher portion of their income in taxes than does a low
income person. This helps to explain why the majority of taxes are paid by the richest people.

If you are interested in the United States tax system and would like to discuss the history or the
US tax system, please feel free to call The Ruboyianes Company.



