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Fact Check: Did Rick Perry
Double Texans’ Taxes?

Like 527 41 1

About The Note

Throughout the day, ABC News' political team
contributes to The Note with the very latest news
The Republican presidential debate started to look more like a Texas and analysis from the nation's capital and the 2012
showdown Monday night when Rep. Ron Paul, R-Texas, accused his campaign trail

governor and fellow GOP candidate Rick Perry of doubling his taxes.
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Paul paid $1,884.42 in county and local taxes in 2000, the year Perry was 30,000 feet on ABC.

first elected governor, according to the Brazoria County Tax Office. Texas abc.qo.com/panam
does not have a state income tax. He paid $2,440.37 last year, about 23

percent more. The value of Paul’s house, which affects how much property

tax he pays, rose from $150,000 to about $300,000 during the same 10-

year.

Even on the revenue side, Texas’ taxes did not double. The Lone Star state
collected about $10 billion more in 2010 than it did a decade ago, an increase
of about 29 percent.

“I can tell you that taxes that the Legislature votes on sure have not
doubled,” said Joshua Trevino, vice president for communications at the
Texas Public Policy Foundation, a free-market policy think tank. “It is
possible his property tax went up, but that’s not something Austin or the
governor has anything to do with.”

The effective tax rate was 7.1 percent when Perry took office in 2000,
according to Tax Foundation estimates. Only five states had lower tax
burdens. That burden had risen slightly to 7.9 percent by 2009, the most
recent year for which data is available. But the Lone Star state’s tax burden
remained the fifth lowest in the country.

Mark Robyn, an economist with the Tax Foundation, said the change was
“not that significant.” He said the 0.8 percentage point increase could be the
result of increases in sales tax revenue because “in a state that is growing



economically, it’s conceivable that they would collect more sales tax revenue
because people are spending more.”

“I think politicians often get too much blame and too much credit for the
results,” Robyn said.

In Perry’s 10-year tenure in the Texas state house, the only major change to
Texas’ tax code was a 2006 policy that revamped property taxes in order to
comply with a state Supreme Court ruling that found Texas’ school financing
system unconstitutional.

Perry called a special session of the state Legislature in which lawmakers
passed a proposal to decrease property taxes by up to a third and increase
the state’s share of education funding from 34 percent to 50 percent. The
property tax breaks were offset by increasing the cigarette tax from 41 cents
to $1.41 per pack and increasing the number of companies that pay franchise
tax on business profits.

“For years, Texas has needed a new tax structure that protects jobs, reflects
the modern economy, broadens the tax burden and lightens the load of
property owners,” Perry said (http://www.bloomberg.com/apps/news?
pid=newsarchive&sid=aP20VIx rsuk&refer=us) in an March 2006 news
release, according to Bloomberg. “It is a responsible plan that appeals to
Texans’ sense of fairness.”

Trevino said that because Paul has a private medical practice, his business
might have been affected by the margins tax, which could be the source of his
“our taxes have doubled” claim.

The Paul campaign could not immediately be reached for comment.

The new business tax, or margins tax, has been a point of contention for
some Texas businesses because it taxes gross revenue rather than profits.

But Perry claims the tax is a success because it reduced the overall business
tax rate by replacing the state’s 4.5 percent franchise tax with a 1 percent
margins tax. Although the overall rate went down, tax revenue increased
from $5.8 billion in 2006 and 2007 under the franchise tax to $8.7 billion in
the first two years under the margins tax.

“I think Perry’s margin tax in Texas is a destructive type of tax,” Joseph
Henchman, the vice president of state projects for the Tax Foundation, told
ABC News in August. “You have taxes being levied on taxes based on how
many levels of production a product has. It basically encourages people to
form conglomerates purely for tax reasons, which is economically
destructive. You have these taxes pyramiding on each other so the effective
rate is higher.”

Perry responded (http://governor.state.tx.us/news/press-release/12565/)
to criticism that the margins tax was an added burden on small business in
2009 by signing a bill allowing about 40,000 small businesses to opt out of
the tax by increasing the income exemption from $300,000 to $1 million.

“As aresult of this legislation, roughly 40,000 small businesses across Texas
will be able to hang onto more of their dollars and plow them back into their
businesses in the form of new hires and new equipment,” Perry said
(http://governor.state.tx.us/news/press-release/12565/) after signing the
bill. “There aren’t many states that could extend a tax cut to small businesses
in these tough economic times. I am proud that Texas has.”
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USER COMMENTS

I think its funny when any news organization posts a story without bringing both sides of the argument....

If Dr. Paul’'s campaign office couldn’t be reached for a comment immediately, could you as a responsible reporter....
try again later? What does that mean exactly? Not available immeadiately... You call them and hang up after one
ring? You call them once? This is a campaign office, they MIGHT be busy.

Wether Dr. Paul is right and has his facts, or he was off on his figures or even completely wrong... You as a
responsible reporter need to get all your facts before you post this story.

Very respectfully,
Shaul Kramer
US Army Combat Medic
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