
Why ‘Taxing the Rich’ Falls
on the Middle Class Instead
As Democrats take control of the U.S. House, taxing the rich
inevitably becomes a focus. Progressive candidates wasted no
time in denouncing the recent round of tax cuts in their
campaigns as a give-away to the rich. Although this rhetoric
often polls well among some key demographics, in practice
taxation isn’t so simple. A quick history lesson can teach us
that targeting the rich can backfire and substantially harm
the middle class. 
 
An excellent case study for this can be found in the Luxury
Tax from the 1990 budget deal. The motivation behind the tax
was to bilk the rich to reduce the national deficit with
targeted  taxes.  On  the  surface,  this  seemed  pretty
straightforward, tax the excess of the rich to raise money and
spare  the  middle  class.  In  theory,  the  well-meaning
politicians thought that rich people would just simply pay
more for their fancy toys.
 
Unfortunately, the law of unintended consequences is real, for
the rich responded by buying less. The most pronounced effects
of this luxury tax were felt throughout the American Yacht
industry.  The  additional  10  percent  tax  on  yachts  caused
American boat builders to shudder operations and cut jobs as
the rich either skipped out on yachts or bought them cheaper
from  overseas.  The  tax  did  not  raise  money  for  public
programs; instead, it actually created a revenue loss as a
result of the associated job loss.
 
This particular case isn’t unique. The wealthy aren’t just
money bags sitting around waiting to be tapped. In the 1950s,
when top marginal rates were 91 percent, research shows that a
majority of the wealthy successfully avoided the tax and that
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decades of cutting high marginal rates induced growth.
 
American socialists have sold their faithful adherent on a
vision of an altruistic state-led future paid for by the rich.
In doing so, they heavily overestimate the ability of the
wealthy to shoulder dramatic increases in the tax burden and
heavily discount the abilities of the wealthy to avoid such
taxes.
 
But even if the rich were dumb enough not to hide their wealth
and income through various mixtures of shell corporations,
non-profits,  and  offshore  accounts,  there’s  a  simple  math
problem many forget: the top one percent couldn’t possibly
fund the utopian visions of the left.
 
In  reality,  the  cost  to  save  social  security,  funding
universal healthcare, paying down the national debt and a
green new deal will be borne by wealthy, middle class, and
poor Americans. Hidden within these plans for saving the earth
and implementing the massive welfare state is a mandatory
scheme to transfer massive amounts of wealth from the American
middle class to central planners.
 
Rampant progressive ideologues desperately want to implement
their dreams of redesigning America in the image of the highly
romanticized Nordic nations. With unhinged dreams of grandeur,
they  honestly  believe  nothing  could  go  wrong,  all  while
building  policy  oblivious  to  the  law  of  unintended
consequences.
 
Feel free to dream, but don’t expect the rich to shoulder the
entire cost. It doesn’t work that way in Norway, Sweden, or
Venezuela. And it won’t work that way in the U.S.A.
 
—

Dear Readers,

https://academic.oup.com/qje/article-abstract/133/4/1803/4880451?fbclid=IwAR0HXDPKI8chues7mEWybfRkUB-COG5myt4jt2WSqGVEnCJaR4_deV6UK1I
https://www.icij.org/investigations/panama-papers/
https://www.icij.org/investigations/panama-papers/
http://www.crfb.org/papers/nine-social-security-myths-you-shouldn%E2%80%99t-believe
https://www.bloomberg.com/opinion/articles/2018-08-27/medicare-for-all-would-be-costly-for-everyone
http://www.crfb.org/blogs/can-we-fix-debt-solely-taxing-top-1-percent
http://web.stanford.edu/group/efmh/jacobson/Articles/I/USStatesWWS.pdf
http://web.stanford.edu/group/efmh/jacobson/Articles/I/USStatesWWS.pdf


Big Tech is suppressing our reach, refusing to let us
advertise and squelching our ability to serve up a steady
diet of truth and ideas. Help us fight back by becoming a
member for just $5 a month and then join the discussion on
Parler @CharlemagneInstitute!
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