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I. Introduction
The current U.S. tax system relies heavily on corporations

not only to pay income taxes, but also to pay and collect excise,
payroll, property, and sales taxes. Much of the focus of corpo-
ration tax policy and planning has been on corporate income
taxes. However, income taxes represent only 27 percent of total
taxes paid and collected by corporations.

The disproportionate focus on corporate income taxes is due
largely to the reporting of income taxes on corporate income
statements, the assumed shifting of non-income taxes, and the
federal reliance on income taxes. The availability of reported
income tax on corporate financial statements has resulted in
numerous effective income tax rate studies.1 The fact that other
corporate tax payments are not combined and reported, thus
“hidden,” has meant that non-income taxes have not been the
focus of benchmarking studies.

This report provides an overview of the importance of
nonincome corporate taxes and identifies the distinct roles that
corporations play in the tax system. For example, corporations
are both collectors of sales and use taxes from final consumers,
and payers of these taxes on their own purchases of taxable
goods and services. For the sales and excise taxes that are
imposed on corporation purchases, corporations are legally the

taxpayers. However, depending on the degree of shifting, the
final incidence of these taxes may fall on the corporation’s
consumers, employees, or investors. In this final step, corpora-
tions are “distributors” of the taxes in determining the final tax
incidence.

Many economists believe, for example, that excise and sales
taxes are shifted forward to consumers and employer payroll
taxes are shifted to employees through lower wages. Thus,
these taxes do not receive much attention in discussions of
corporate taxes. However, the compliance costs imposed on
businesses as tax collectors are of significant concern and
deserve greater attention from economists. As evidenced by the
current debate on what constitutes taxing jurisdiction (nexus)
for the requirement to collect sales tax, the extensive effort on
trying to simplify and streamline the current state and local
sales taxes, and the increased focus on other countries’ value
added taxes, collection of non-income taxes has significant
implications for corporations’ tax-related costs and tax policy.

Most of the hidden corporation taxes in the
United States are state and local taxes.

Most of the hidden corporation taxes in the United States
are state and local taxes. Many of these are industry-specific
taxes, often on deregulating industries. Thus, these taxes are
more likely to cause distortions in the geographic location of
production and sales or the interindustry competition of converg-
ing technologies and services, such as telecommunications,
energy, and financial services. The efficiency effects of these
corporate taxes also deserve greater attention.

This report provides a framework for discussing the tax
policy, administration, planning, and compliance issues related
to non-income corporate taxes. The next section frames the
issues of non-income business taxes. Section III presents data
on total corporate taxes in the United States. Section IV discus-
ses the burden of corporate taxes. Section V presents the
composition of income and non-income business taxes in other
G-7 countries, and Section VI summarizes the implications of
“hidden,” above-the-line corporate taxes.

II. Issues of Total Corporate Taxes
The tax system relies heavily on businesses for the admin-

istration of taxes. The effects of the tax system depend on the
ultimate burden of the tax system, not where the statutory tax
liability is placed. The burden includes not only the tax pay-
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ments that reduce disposable income of households, but also
the reduced efficiency in the economy (e.g., deadweight loss),
as well as the compliance burden imposed on the private sector
and the administrative costs of the public sector.

Corporations’ Role in the Tax System. Businesses have
several different roles and requirements in our voluntary pay-
ment tax system.

Businesses as entities subject to tax liability: Corpora-
tions are the statutory taxpayers for corporation income taxes,
property taxes, customs, employer payroll taxes, and sales/use
taxes on business inputs. The statutory liability of these taxes
falls on the business entity, even though the ultimate incidence
of taxes rests with people.

Businesses as entities with tax collection/remittance
responsibility: Sales tax on final goods is an example of where
businesses are responsible for collecting and remitting the tax
to the government, although the statutory tax liability rests with
the consumer. If the business does not collect the tax, the
business still is responsible for remitting the tax liability.

Businesses as remittance agents for withholding taxes:
Businesses are required to withhold for personal income and
employee payroll taxes and remit payments to government.
Unlike the tax collection responsibility, if an insufficient
amount of tax is withheld, the employee is responsible for
paying the difference.

Businesses as information reporters: Tax administration
also relies on information reports from businesses for interest
and dividends, payments to suppliers, etc.

In all four roles, businesses bear a compliance burden from
the tax system requirements and are potentially subject to
penalty and interest for not submitting accurate or timely
information, withholding, collection of others’ taxes, or pay-
ment of their own tax liabilities. Table 1 shows the breakout of
total U.S. taxes by the first three roles.

As a starting point, Table 1 presents total federal, state, and
local government taxes collected from all taxpayers including
businesses and individuals in 1999. The first column of Table
1 shows, by tax type, all federal, state, and local taxes collected

from all taxpayers, businesses as well as households. Included
are all income and non-income taxes. Of the $2.6 trillion in total
taxes paid in the United States in 1999, one-half are income
taxes and the other half are nonincome taxes.

Column 2 identifies the amount of taxes that are paid,
collected, or remitted by businesses from consumers or em-
ployees and remitted to tax agencies. With the exception of
non-withheld personal income taxes, personal property taxes,
and estate taxes, businesses are generally liable for paying the
collected amounts to the appropriate unit of government. Busi-
nesses are responsible for paying, collecting, or remitting 84
percent of all federal, state, and local government taxes.

Column 3 presents estimates of taxes that are imposed by
statute on business entities, such as property taxes, sales tax on
business purchases, employer social insurance contributions,
and corporate income taxes. Businesses are legally liable for
these taxes. Business liabilities of $818 billion are 31 percent
of total federal, state, and local taxes.

Column 4 shows the taxes for which businesses have col-
lection and remittance responsibility. Sales and excise taxes on
final consumer goods totaled $212 billion. Column 5 shows the
taxes that businesses are responsible for remitting as employee
withholding tax agents, totaling almost $1.2 trillion.

The information in Table 1 helps to focus attention on the
importance of businesses as tax collectors and taxpayers in our
federal, state, and local tax systems. Given the fact that busi-
nesses either pay or collect 84 percent of total taxes in the
United States, there are significant tax-system-related costs,
liabilities, and collection costs, which far exceed corporate
income tax liabilities. For the rest of the report, we will focus
on the nonincome taxes paid or collected by corporations.
Withholding and information-reporting responsibilities are not
included, although they result in significant uncompensated
burdens that vary by industry and type of company.

Tax Payments vs. Tax Burden. Ideally, another column to
Table 1 could be added to the business tax picture that would
estimate the actual tax burdens imposed on businesses. In other
words, what portion of tax liabilities on businesses ultimately

Table 1
Total Taxes Paid, Collected, and Remitted by Business, 1999

($ Billions)

Total Taxes Total Taxes, Paid,
Collected, and
Remitted by

 Business

Tax Liability of
Business1

Business as Tax
Collector

Business as 
Withholding Agent

Personal Income Taxes $1,088 $874 $0 $0 $874

Corporate Income Taxes $231 $231 $231 $0 $0

Payroll Taxes $641 $608 $324 $0 $285

Property Taxes $244 $102 $102 $0 $0

Sales Taxes $215 $215 $75 $140 $0

Excise Taxes $158 $158 $86 $72 $0

Estate Taxes $37 $0 $0 $0 $0

Total Taxes $2,614 $2,188 $818 $212 $1,159

Sources: Bureau of Economic Analysis, Survey of Current Business; Ernst & Young calculations.
1 Tax liability of business does not include personal income tax from noncorporate business.
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rests on business capital — the unshifted tax burden. It is
well-accepted that the person or entity with the statutory tax
liability or payment responsibility does not necessarily bear the
ultimate incidence of a tax. Burden depends on the market
conditions specific to the tax. For example:

• A general sales tax typically is assumed to be passed
forward to consumers in higher prices, irrespective of
whether the tax is levied on the buyer or the seller.2

• A general payroll tax typically is assumed to be borne
by workers in the form of lower after-tax wages,
irrespective of whether the tax is on the employer or
the employee.

• A specific excise tax’s burden will depend on the
responsiveness of both supply and demand of the
taxed product or service.

• Property taxes generally are believed to fall on all
capital owners, rather than just the taxed property
owners. Differences in property tax rates across
taxing jurisdictions result in property owners in high-
tax jurisdictions bearing the above-average portion of
the tax rather than it shifting to all capital owners.3

• Corporate income taxes are recognized as a tax on
only one type of capital, the return to corporate equity,
which is likely to be shifted to other types of capital
in the form of lower rates of return to capital generally.
The debate continues about the effect of the federal
corporate income tax on savings and international
trade, which could result in some shift of the corporate
income tax to labor.4 At the state level, McLure has
argued that state apportionment formula turns the

state corporate income tax into equivalent property,
payroll, and sales taxes.5

Benchmarking Taxes. Given the uncertainty and com-
plexity related to tax incidence analysis, we have not tried to
estimate final business tax burdens in this report. But the
question still remains: How can the burden of total corporate
taxes be determined and in what context? Currently, most of
the discussion focuses on effective income tax rates of corpo-
rations (income tax liabilities divided by income), because that
is readily presented in company’s financial statements and can
be calculated through the National Income and Product Ac-
counts.6 Our point is that if even a small percentage of non-income
corporate taxes are borne by corporate owners, it could have
an impact as large as that of corporate income taxes. Unfor-
tunately, the incidence of corporate taxes is not sufficiently
developed to estimate with reliability the burden of corporate
income taxes, let alone other corporate taxes.

The large ‘hidden’ corporate taxes are
almost three times as large as the more
visible corporate income tax.

Understanding the size and composition of non-income
business taxes is an important first step in developing a more
comprehensive business tax burden analysis. As the next sec-
tion demonstrates, the large “hidden” corporate taxes are al-
most three times as large as the more visible corporate income
tax. To emphasize this point, we compare total corporate taxes
(income and non-income) using the common benchmark of
pretax corporate income. It may be appropriate for certain types

Table 2
Total Corporate Taxes and Before-Tax Profits, 1999

($ Billions)

Total Taxes % of Total Taxes As a Percent
of Before-Tax

Profits

Indirect Business Taxes1 $386.9 45.8% 53.8%

Employers’ Social Insurance Contributions2 $227.1 26.9% 31.6%

Income Tax $230.5 27.3% 32.1%

Total Taxes $844.5 100.0% 117.5%

Before-Tax Corporate Profits $718.8

Sources: Bureau of Economic Analysis, Survey of Current Business; Ernst & Young calculations.
1 Estimated figures exclude nontax accruals.
2 Estimated figures exclude contributions made by noncorporate employers.

2 Due, John F., “Retail Sales Tax,” in The Encyclopedia of Taxation and
Tax Policy, 1999. See also Minnesota Department of Revenue, Tax Research
Division, 1997 Minnesota Tax Incidence Study, March 1997.

3 Zodrow, George R. “Incidence of Taxes,” in The Encyclopedia of Taxa-
tion and Tax Policy, 1999.

4 Zodrow, George R. “Incidence of Taxes,” and Gravelle, Jane G., “Income
Tax, Corporate, Federal,” in The Encyclopedia of Taxation and Tax Policy,
1999.

5 McLure, Charles E. Jr., “The State Corporation Income Tax.” Issues in
Worldwide Unitary Combination. Stanford: Hoover Institution Press, 1984.

6 Martin Sullivan, testimony before the House Ways and Means Commit-
tee, November 10, 1999.
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of analyses to measure total corporate taxes or their burden
relative to value added of the corporation, similar to measures
of total taxes relative to a country’s or state’s gross domestic
product. In other cases, it may be appropriate to measure certain
corporate taxes relative to total sales or to specific factor
returns, such as compensation or profit.

III. Total Corporate Taxes Paid
We estimate that in 1999 corporations paid $844.5 billion in

total U.S. taxes. (Table 2) Income taxes totaled $230.5 billion
compared with $614 billion in non-income taxes. These other
taxes include sales taxes, excise taxes, property taxes, employ-
ment taxes, and customs duties. Income taxes accounted for
only 27.3 percent of total corporate taxes. These taxes do not
include withholding taxes for personal income or employees’
share of social security.

Overall corporate taxes were 117.5 percent of the $718.8
before-tax corporate profits. 1999 was a strong year for corpo-
rate profits and corporate income taxes. During the economic
downturn in the early 1990s, total corporate taxes exceeded 150
percent of before-tax corporate profits. This occurred because
nonincome taxes are relatively stable across macroeconomic
conditions, while both the income taxes and the before-tax
corporate profits decline in an economic downturn.

Table 3 shows the composition of U.S. corporate taxes paid.
“Indirect business taxes,” a term of the National Income and
Product Accounts, are the largest group of corporate taxes, at
$387 billion in 1999. Indirect business taxes include specific
excise taxes (e.g., gasoline, alcohol, tobacco, air transport,
public utilities, insurance, and others), general sales taxes,
property taxes, customs duties, severance taxes, and others.
General sales taxes have increased over time, as specific excise
taxes have declined in relative importance, because many of
the specific excise taxes are levied per unit, rather than as a
percentage of the product’s price.

It is interesting to note that state and local
taxes account for 84 percent of corporate
indirect business taxes. At the state level,
non-income taxes exceed income taxes by
nine times.

Most of these indirect business taxes are hidden in corpora-
tions’ annual statements. Property taxes are generally reported
in the taxes paid line along with employment taxes, but the
other taxes are buried in the cost of goods sold, depreciation,
compensation, and other expenses lines.

It is interesting to note that state and local taxes account for
84 percent of corporate indirect business taxes. At the state
level, nonincome taxes exceed income taxes by nine times.

Table 1 shows total corporate taxes by type of tax, and an
estimate of the amount paid that is the liability of the corporations
versus the amount collected and remitted by corporations for
the liabilities of others. The biggest difference is the general
sales tax; we estimate that 65 percent is tax on final consumer

goods and 35 percent is taxes on business inputs.7 We have
allocated excise taxes based on household and corporate pur-
chases of taxed products. The estimated liability of corpora-
tions is $679.3 billion in 1999, or 80 percent of total corporate
taxes paid.

IV. The Burden of Corporate Taxes
In Section II, we discussed the distinction between taxes that

are a liability of the corporation and taxes that are the liability
of a consumer but for whom the corporation collects the tax.
Public finance textbooks say that distinction doesn’t matter for
the ultimate incidence of the tax. Thus, instead of ignoring taxes
that corporations collect for others, public finance specialists
should examine them as closely as taxes that are the statutory
liability of the corporation.

Textbook discussions of incidence generally approach ex-
cise, sales, property, payroll, and value added taxes as general
taxes that apply uniformly to the taxed items. For pedagogical
purposes, those simplifying assumptions are useful, but our tax
system is much more complex. Something as simple as in-
surance premium taxes has tremendous complexity in the
definition of the tax base, in-lieu-of clauses, retaliatory taxa-
tion, and special rate reductions and credits.8 Telecommunica-
tion excise taxes vary across different types of telecommunica-
tion services and types of providers. Thus, many “general”
taxes need to be evaluated similar to specific excise taxes with
their incidence depending on the elasticities of supply and
demand for the taxable items.

For example in the “general” sales tax area, the debate over
the state jurisdiction to tax (nexus) in the remote sales area
involves both potential differential taxation and compliance
costs. As noted in Cline and Neubig, items that are taxable in
the “Main Street” stores are also subject to tax under the sales
or use tax when purchased over the Internet. The problem is
not taxability, but differential compliance and enforcement.9

Main Street merchants are concerned that they could be losing
sales to Internet merchants because consumers pay the sales tax
on Main Street, but consumers may choose not to pay the use
tax on purchases over the Internet and state tax administrators
may choose not to enforce existing use taxes. The burden of
sales tax collection could therefore fall on Main Street retail
owners and employees due to high effective sales/use taxation
on Main Street products relative to Internet company products
resulting from differential compliance and enforcement.

Similarly in industries experiencing fast technology change
and deregulation, sales taxes and excise taxes that are industry-
specific can favor one part of the industry compared with
another. In the telecommunications industry, the convergence
of local “wireline” regulated telephone service, with wireless,
cable, and satellite services can result in differential taxation of
competing services. Although the excise tax on local wireline

7 Ring, Raymond J., “Consumers’ Share and Producers’ Share of the
General Sales Tax,” National Tax Journal, March 1999.

8 Neubig, Thomas S. and Gautam Jaggi, “Not in Kansas* Anymore’: A
New World of State Insurance Taxation?” State Tax Notes, Nov 23, 1998, p.
1355; 98 STN 225-16; or Doc 98-33913 (5  pages).

9 Cline, Robert J., and Thomas S. Neubig, “The Sky Is Not Falling: Why
State and Local Revenues Were Not Significantly Impacted by the Internet in
1998,” State Tax Notes, Jul 5, 1999, p. 43; 1999 STT 128-11; or Doc 1999-
22898 (9 original pages).
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Table 3
Composition of Total Corporate Taxes

Type of Tax Total Taxes % of Total Taxes % of Federal Taxes % of State and Local Taxes

Indirect Business Taxes 386.9

Federal 61.8 7.3% 12.9%

Excise taxes 47.8 5.7% 10.0%

Gasoline 17.4 2.1% 3.7%

Alcoholic beverages 5.4 0.6% 1.1%

Tobacco 3.9 0.5% 0.8%

Diesel fuel 6.1 0.7% 1.3%

Air transport 7.4 0.9% 1.5%

Other federal excise 7.6 0.9% 1.6%

Customs duties 14.0 1.7% 2.9%

State and local 325.1 38.5% 88.6%

Sales taxes 224.0 26.5% 61.0%

State 184.0 21.8% 50.1%

General sales taxes 129.0 15.3% 35.1%

Gasoline 21.6 2.6% 5.9%

Alcoholic beverages 2.9 0.3% 0.8%

Tobacco 6.1 0.7% 1.7%

Public utilities 6.6 0.8% 1.8%

Insurance receipts 7.1 0.8% 1.9%

Other state excise 10.7 1.3% 2.9%

Local 40.0 4.7% 10.9%

General sales taxes 27.9 3.3% 7.6%

Public utilities 6.6 0.8% 1.8%

Other local excise 5.5 0.6% 1.5%

Property taxes 72.0 8.5% 19.6%

Motor vehicle licenses 3.8 0.4% 1.0%

Severance taxes 2.3 0.3% 0.6%

Other indirect business
taxes

23.0 2.7% 6.3%

Employers’ Social
Insurance
Contributions1

227.1

Federal 221.7 26.3% 46.4%

Unemployment 19.2 2.3% 4.0%

Old-age, survivors,
disability, hosp.

197.6 23.4% 41.4%

Misc. 4.8 0.6% 1.0%

State (Disability and
Workers Compensation)

5.4 0.6% 1.5%

Income Tax 230.5

Federal 193.9 23.0% 40.6%

State 36.6 4.3% 10.0%

Total Corporate Taxes 844.5 100.0% 100.0% 100.0%
1Estimated figures exclude contributions by noncorporate employers.
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may have been able to be passed forward to consumers in the
past, increased competition from nontaxed services may result
in reduced market share that impacts on the after-tax rate of
return to investors and employees of the taxed segment of the
industry. In addition to the tax liability, the compliance burden
of collecting the excise or sales tax increases the effective tax
burden on the taxed segment relative to the untaxed segment.

The compliance burden of collecting sales and excise taxes
should not be minimized. Compliance burdens can often be a
significant percentage of the tax actually collected for retailers
and other final goods providers. Several recent studies show
that state sales tax collection can be a significant cost.10 It is not
just the software to apply different tax rates in multiple juris-
dictions, but also the uncertainty of the tax base, the changes
in the tax rules, the integration of the tax collection into the
business operations, and the audit and litigation risk borne by
the company. If sales or excise tax is not collected properly, the
corporate tax collector is likely to have to pay the tax when the
error is found years later because it is impossible to collect the
extra tax from the consumer after the sale. In many cases, the
extra tax could be more than the sale’s profit margin.

The property tax literature suggests that part of the tax
burden is borne by property owners that are more heavily taxed
than the average property tax rate.11 Similarly, compliance
burden with the sales tax may be borne by retailers that have
higher-than-average compliance burdens. Thus, compliance
burdens are likely to fall principally on smaller and midsize
retailers that don’t have the automated systems and volume to
reduce compliance costs below average. Clearly, compliance
costs could be borne fully by the tax administration agency
through change in design of the tax and/or reimbursement of
the costs of the tax collecting entity.

Corporations and economists should not
automatically assume that ‘general’ taxes
are fully shifted forward to consumers or
backward to employees.

Thus, corporations and economists should not automatically
assume that “general” taxes are fully shifted forward to con-
sumers or backward to employees. A portion of the total tax
system cost may fall on the owners of particular industries or
companies, which may reduce profitability of the specific
company directly or through lower market share. Thus, com-
parison of the total corporate taxes paid to profitability provides
a potential starting point for a fuller examination of the “effec-
tive tax burden relative to profitability.” No study that we are
aware of has examined the relationship of above-the-line taxes

to pretax corporate profitability to test whether higher hidden
nonincome taxes reduce measured profitability.

V. ‘Hidden’ Corporate Taxes in Other Countries
The United States relies less heavily on non-income busi-

ness taxes than most of our major trading partners. In particular,
value added taxes (VAT) are a major tax paid by business in
other countries. Other countries also rely heavily on employer
payroll taxes to fund social insurance programs.

Table 4 shows that the relationship of general consumption
taxes, specific excise taxes, and employer social security taxes
relative to corporate income taxes across the G-7 countries.
These three indirect business taxes are three times corporate
income taxes in the United States, Canada, and Japan, four
times in the United Kingdom, seven times in Italy, nine times
in France, and 11 times in Germany.

Nonincome business taxes are costs of
doing business and should be minimized
similar to other business expenses.

Value added taxes, while the most general of consumption
taxes, also have exemptions, exclusions, and different rates,
which could result in some of the tax burden falling on par-
ticular companies and industries more heavily than others. For
example, most VAT systems exempt or zero-rate agriculture
and exempt financial services. Exemption from VAT for
providers of intermediate goods and services results in the final
tax liability resting on that good or service. Financial service
providers pay VAT on their purchased business inputs without
offsetting credits.12

Depending on the timing of tax collections, the compliance
burden may be offset partially by positive cash flow (an interest
free loan from the taxpayer and/or the government). For ex-
ample, retailers generally have the use of money between the
time they receive the tax from the customer and the time they
remit the tax to the government. Under a VAT, manufacturing
and wholesale companies may have to remit VAT to the gov-
ernment based on the date of the invoice but not be paid for the
goods or the VAT for 60 days. This negative cash flow for
certain industries is a potential additional burden.

VI. Implications of Nonincome Corporate Taxes
Hidden, above-the-line taxes merit increased focus from

corporations that are looking to reduce costs and increase
profitability. A dollar saved on sales tax on business inputs,
property taxes, or compliance costs, to the extent not fully
shifted to consumers or employees, would increase both
before-tax and after-tax profits, at least in the short run. Reduc-
ing non-income business taxes through increased planning is
therefore likely to increase the return to equity capital similar
to a similar reduction in corporate income taxes from increased
planning.

This report presents the significant size and composition of
non-income business taxes. Although many of these are likely
to be passed through largely to consumers in higher prices or

10 Cline, Robert J., and Thomas S. Neubig, “Masters of Complexity and
Bearers of Great Burden: The Sales Tax System and Compliance Costs for
Multistate Retailers,” State Tax Notes, Jan 24, 2000, p. 297; 2000 STT 15-13;
or Doc 2000-2461 (17 original pages).

11 Zodrow, George R., and Peter Mieszkowski, “The New View of the
Property Tax: A Reformulation,” Regional Science and Urban Economics,
August 1986.

12 Ernst & Young, “Value Added Tax: A Study of Methods of Taxing
Financial and Insurance Services,” Brussels: European Commission, 1998.
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employees in the form of lower wages, a portion of total
non-income business taxes could reduce market share or reduce
profitability for certain companies and industries. Given the
current state of tax incidence knowledge, one should not as-
sume that non-income business taxes have zero effect on
companies’ after-tax rate of return to equity.

Non-income business taxes are costs of doing business and
should be minimized similar to other business expenses. Many
times these taxes, particularly sales taxes on business inputs,
are the responsibility of the operating units of the company
rather than the tax department. Companies that treat these taxes

as unchangeable from a policy or tax planning perspective may
miss opportunities to reduce them through more careful atten-
tion to the details of the tax rules and administration, outsourc-
ing, or policy changes. For example, property taxes were
reduced by 50 percent for the telecommunications industry in
Mississippi and Alabama last year through a change in tax
policy.13

Nonbusiness income taxes raise a number of difficult policy
issues in the new economy.14 The growth of intangible capital
is placing pressure on both income and property tax systems.
The digitization of goods and the growth of services shrink the
traditional sales and use tax base. VAT systems are struggling
with the treatment of digitized goods and the jurisdiction to tax
in an electronically connected world. The complexity of the
sales tax and the commensurate compliance burden is finally
being addressed by a multijurisdictional effort to simplify and
streamline the sales tax. A goal of “zero compliance burden”
on the private sector is forcing state and local governments to
rethink the approach to administering and legislating sales
tax.15

Income taxation remains an important source of revenue for
national, state, and international governments. However, the
magnitude and composition of non-income taxes merits greater
focus for legitimate tax minimization by corporations and
greater policy and tax administration attention by government
policymakers. ✰

Table 4 

Non-Income Business Taxes (NIBT) Compared to Corporate Income Tax by G-7 Countries, 1998
Canada France Germany Italy Japan United

Kingdom
United
States

(Percent of Total Tax Revenues)
Employer social security 8.1 25.2 19.9 20.5 19.6 9.4 12.2

General consumption tax 14.0 17.5 17.9 14.2 8.9 18.1 7.6

Specific excise taxes 10.7 9.1 9.5 13.2 9.9 14.5 8.6

Subtotal non-income business taxes1 32.8 51.8 47.3 47.9 38.4 42.0 28.4

Corporate income tax 10.0 5.9 4.4 7.0 13.3 11.0 9.0

NIBT/(NIBT+Corporate Income Tax) 76.6% 89.8% 91.5% 87.2% 74.3% 79.2% 75.9%

NIBT/Corporate Income Tax 3.3 8.8 10.8 6.8 2.9 3.8 3.2

Sources: OECD Revenue Statistics, 1999 edition. Ernst & Young calculations.
1Does not include property taxes even though some property taxes are paid by businesses.

13 Ernst & Young Quantitative Economics and Statistics, “Economic and
Revenue Impacts of Telecommunications Tax Reform in Mississippi,” Feb 18,
2000.

14 Neubig, Thomas S. and Satya Poddar, “Blurred Tax Boundaries: The
New Economy’s Implications for Tax Policy,” State Tax Notes, Oct 9, 2000,
p. 965; 2000 STT 197-24; or Doc 2000-25742 (9 original pages).

15 “Utah Governor Praises NGA Sales Tax Plan But Sees Slim Chance of
Approval,” State Tax Notes, Nov 22, 1999, p. 1351; 1999 STT 221-19; or Doc
1999-36599 (4 original pages).
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