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Who Pays More? The Case for a Fairer Income Tax

A

fairer tax system in Michigan could
reduce taxes for 95% of filers while
bringing in addi onal revenue to fund our
vital services, invest in roads and schools and
create an economy that works for all
Michigan residents. It’s me for Michigan to
join the other 33 states that have a fair
income tax structure (some- mes called
graduated or progressive).

Most States Have Fair Income Tax

What is a graduated income tax? In a
graduated income tax structure, like the
federal income tax, those with higher levels
of income are taxed at a higher rate and
those with lower incomes pay less. Under
such a structure, taxpayers in similar
economic circumstances pay similar amounts
of tax.

No State Income Tax (NH, TN tax dividend and
interest income only) (9)
Flat State Income Tax (8)
Graduated State Income Tax (33 + DC)

MICHIGAN’S TAX SYSTEM = UNFAIR

Map by Michigan League for Public Policy

Michigan currently has a “flat tax” of 4.25%.
People say our income tax is “fair” because everyone
pays the same percentage of their income. But when
coupled with other taxes, such as sales taxes, our tax
system unfairly punishes those at lower incomes by
making them pay more while those at the top pay less.

WHY IS THE FAIR INCOME TAX SMART?
It could give most people a tax cut while providing
addi onal funding for essen al state services.

Cu ng taxes for workers with lower incomes helps
local businesses as these people spend their tax
savings, pu ng money back into the economy.
Taxes should be based on the ability to pay, with those
at the top able to pay a greater share without suﬀering.
A fairer income tax would help oﬀset other taxes in
which those at the bo om pay more than those at the
top.
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Michigan’s Cons tu on requires a flat tax; to get a
fairer tax system, the Cons tu on must be changed
through a ballot proposal. A graduated income tax has
been on the ballot three mes in the past, 1968, 1972
and 1976, but it has failed each me. However, new

polling suggests that views have changed, with
Michigan residents suppor ng a graduated income tax
66% to 25%, with support from nearly every
demographic. Michigan voters should have another
opportunity to support this fairer tax.

Lower Income Workers Pay More of Their Income in State
and Local Taxes Than Those at the Top
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Source: Institute on Taxation and Economic Policy, “Who Pays?, A Distributional Analysis
of the Tax Systems in All Fifty States,” 5th edition, 2015.
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