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INTRODUCTION 


There i s  general wide spread interest and concern regarding the level 

and distribution of Colorado state and local taxes. This report, the 

sixth in the series of Colorado Tax Profile Studies since 1972, measures 

the structure and apportionment of the s ta te  and local tax burden levied 

on Colorado households and businesses in fiscal year 1987. 

As in the previous "tax profile" studies, th i s  report i s  primarily 

concerned with the question of "Who bears the Colorado tax?" I t  analyzes 

the apportionment of incomes and tax burdens among the five major income 

categories of Col orado resident taxpayers. Briefly , th is  report attempts 

t o  show: 

0 The importance of each major state and local t a x  1evy 

0 How the s ta te  and local tax structure has changed since 1982 

0 How the state t a x  burden compares with the local t a x  burden 

0 ilow the major taxes on each level are distributed between 

households and business 

0 What the re1 ative t a x  burdens are for the lower-income, 

mi ddl e-i ncome and  hi gh-i ncome categories of househol ds 

0 And,  f inally,  how these relative t a x  burdens by income class 

have changed during the past five years. 

In short, th is  report attempts t o  measure and analyze the 

progressivi tylregressi vi t y  of the overall Colorado tax structure, as we11 

as t h a t  of the specific major t a x  revenues on which the s ta te  and local 

jurisdictions depend. 



SECTION I.  THE COLORADO STATE-LOCAL TAX BURDEN 


In f i sca l  year 1987, the combined s ta te- local  tax  l i a b i l i t y  fo r  

Colorado exceeded $5.1 b i l l i o n ,  a record high which was 57 percent 

greater  than the comparable $3.2 b i l l  ion .for f i s ca l  year  1982, the  year  

fo r  which the  l a s t  "Tax Prof i l e  Study" was completed. In con t ras t ,  t he  

to ta l  personal income of Colorado res idents  during t h i s  f i v e  year  period 

had increased by only 41 percent. The growth i n  de ta i l ed  s t a t e  and local  

tax 1 i ab i l  i t i e s  derived from co l lec t ions  reported by s t a t e  agencies i s  

shown i n  Table 1.1' While the  t o t a l  adjusted gross income f o r  Colorado 

reported on s t a t e  tax re turns  during t h i s  f i ve  year period rose a t  an 

average annual r a t e  of 6.2 percent, t o t a l  s t a t e  and local  taxes increased 

a t  average annual r a t e s  of 8.5 percent and 10.2 percent, respectively.  

Also, during t h i s  period the s t a t e  individual income tax 1 i ab i l  i ty  

increased by 14.3 percent (mainly due t o  tax  law changes), while the  

federal income tax 1 i ab i l  i t y  of Colorado res idents  rose a t  an average 

annual r a t e  of only 3.8 percent. Moreover, in  1982 the Colorado federal  

income tax 1 i a b i l i t y  of $3.9 b i l l i on  was actual ly  greater  than the  

combined s t a t e  and local tax 1 i ab i l  i ty of $3.3 b i l l  ion. By 1987 the  

s i t ua t i on  had been reversed -- the l a t t e r  exceeded the federal tax by 

more than 10 percent. 

Recent Trends 

I t  i s  in te res t ing  t o  note t h a t  the growth r a t e s  since 1982 are  

s i gn i f i c an t l y  d i f f e r en t  than those f o r  the  preceding decade. Table I1 



TABLE I. SUMNAKY OF STATE AND LOCAL TAX LIABILITIES 

FISCAL YEARS 1982 AND 1987 


F i s c a l  Year Percent Change 
Average 

1982 1 987 1982-1 987 Annual 
(Money amounts in-1 i ons  o f  d o l l a r s  7 

Sta te  Taxes 
I n d i v i d u a l  Income 
Sales and Us&/ 
Highway User 
Corporate Income 
C i g a r e t t e  nd ~iquor!!./9A l l  O therc  

To ta l  S ta te  Taxes 

Local Taxes 
P r o ~ e r t v  
sa les  and Use 
S p e c i f i c  Ownership 
C i g a r e t t e  
A l l  Other 

To ta l  Local Taxes 

S t a t e  - Local Taxes 
Proper ty  
Sales and Use 
I n d i  v i  dual Income 
Highway User 
Corporate Income 
C i  g a r e t t e  and L iquo r  
A l l  Other 

To ta l  S ta te  - Local 

Addendum 
Federal  I n d i v i d u a l  Income Tax 

3 Inc ludes  tou r i sm t a x  
b/ Inc ludes  tobacco t a x  
C/ I n c l  udes f ranch ise ,  occupat ion and o t h e r  regu la to ry  business taxes 



shows the percentage change i n  the p r i c e  l eve l ,  income and taxes  between 

the f i s ca l  years 1982 and 1987. The annual i n f l a t i o n  ra te  o f  3.8 percent 

was s i g n i f i c a n t l y  1ess than the  p r i c e  i n f l a t i o n  o f  the preceding decade 

-- 8.3 percent r a t e  f o r  1980-82 and the 8.8 percent r a t e  f o r  1972-80. 

The average growth r a t e  f o r  Colorado income a1so decl ined dur ing the past 

f i v e  years. Total personal income increased a t  a r a t e  o f  7.1 percent i n  

the 1982-87 period, a sharp reduct ion from a r a t e  of about 13 percent f o r  

the decade before 1982. S im i la r l y ,  the sate f o r  adjusted gross income 

dropped t o  6.2 percent from annual r a tes  o f  13.7 percent and 12.1 percent 

fo r  the  p r i o r  periods. 

The percentage increases f n spec i f i c  major taxes were not uni formly  

the same. For example, the  combined state- local  sales t a x  increased a t  

an average annual r a t e  o f  5.5 percent, but on the s ta te  l e v e l  the sales 

tax  increase averaged less than 1 percent. The s ta te  sales tax, 

quan t i t a t i ve l y  the  m s t  important s ing le  source o f  s t a te  revenue in 

f i s c a l  1982, dropped t o  second place behind the i nd iv idua l  income tax i n  

f i s c a l  1987. This r e l a t i v e  dec l ine i s  p a r t l y  due t o  s ta tu to ry  changes 

enacted p r i o r  t o  1982 which removed household food and u t i l i t i e s  from the  

sales t a x  base. In contrast ,  on the l o c a l  l e v e l  the annual increase in 

the sales tax averaged about 11 percent, p r i m a r i l y  because o f  local r a t e  

increases and the add i t i on  of new sales tax j u r i s d i c t i o n s  dur ing t he  

1982-87 per i  od. 

As n o t e d ,  the s t a t e  ind iv idua l  income t a x  averaged the highest rate 

of growth, i n  excess of 14 percent annually, whi le  the adjusted gross 

income f o r  t h i s  per iod increased only a t  a r a te  o f  6 percent. This 

variance may be a t t r i b u t e d  t o  the l a rge  s h i f t  i n  t he  number o f  taxpayers 



TABLE 11. RATES OF CHANGE IN PRICES, INCOME AND TAXES 
BETWEEN 1982 AND 1987 

Percent Chanae 
Average 

1 982-1 987 Annual 

Pr ices  
BLS consumer p r i c e  index 20.56 3.81 
GNP i m p l i c i t  p r i c e  d e f l a t o r  17.03 3.19 

Income 
Colo ad jus ted  gross income 35.00 6.19 
Col orado t o t a l  personal income 40.58 7.05 

Taxes 
' S ta te  i n d i v i d u a l  income t a x  

S ta te  sa les  and use t a x  
S ta te  corpora te  income t a x  

95.11 
4.83 

36.11 

14.30 
0.95 
6.36 

Local 
Local 

p rope r t y  t ax  
sa les  and use t a x  

Tota l  s t a t e  taxes 
Tota l  l o c a l  taxes 

Combined s ta te-1  ocal taxes 56.87 9.42 

Federal ind i  v i  dual income t a x d  20.58 3.81 

21 Col orado r e s i d e n t  t a x  1 iab i  1 it y  . 



t o  h igher  income brackets and t h e  f a c t  t h a t  t h e  1984 graduated income t a x  

ra tes  (except  f o r  t h e  top bracket )  were a l l  r a i s e d  by one-ha1 f o f  a 

percentage p o i n t  and t h e  i ndexa t i on  f o r  i n f l a t i o n  was suspended. 

Property  taxes on the  l o c a l  l e v e l  have increased annual ly  a t  an 

average r a t e  o f  almost 10 percent  s ince  1982. Th is  i s  about two 

percentage p o i n t s  lower than t h e  growth r a t e  f o r  t h e  e a r l y  19801s, b u t  

s l  i g h t l y  above t h a t  experienced d u r i  ng the  1970's. 

Overal l  t h e  revenue growth r a t e s  on both  t h e  s t a t e  and l o c a l  l e v e l s  

i n  l a r g e  p a r t  r e f l e c t  s t a t u t o r y  t a x  r a t e  increases which became necessary 

t o  o f f s e t  t h e  slower r a t e  of economic growth and ma in ta in  bas i c  

government f unc t i ons  du r ing  t h i s  per iod.  



SECTION 11. THE COLORADO STATE-LOCAL TAX STRUCTURE 


Combined s t a t e  and l o c a l  n e t  c o l l e c t i o n s  i n  f i s c a l  y e a r  1987 amounted 

t o  $5,429 m i l l i o n . '  To ta l  s t a t e  taxes on t h i s  bas i s  were $2,446 

m i l 1  i o n  o r  45 percent  of t h e  t o t a l  . T h i s  represents  a s l  ig h t  downward 

s h i f t  f rom f i s c a l  year  1982 when the  s t a t e  t a x  share was 48 percent .  

Local c o l l e c t i o n s  i n  1987 amounted t o  $2,982 m i l l  i o n  o r  55 pe rcen t  o f  t h e  

t o t a l  . 

Tax L i  a b i l  it y  Adjustments 

Tax c o l l e c t i o n s  have been ad jus ted  f o r  t h e  Colorado Tax P r o f i l e  Study 

t o  correspond more c l o s e l y  t o  t h e  ac tua l  t a x  1 i a b i l  it y  borne by Colorado 

r e s i d e n t  households. Th is  adjustment r e s u l t e d  i n  a t o t a l  combined 

s t a t e - l o c a l  t a x  burden o f  $5,116.1 m i l l i o n  o r  s i x  percent  l e s s  than t h e  

c o l l e c t i o n  repo r ted  f o r  a1 1 government j u r i s d i c t i o n s .  The n e t  d i f f e r e n c e  

between t h e  two amounts represents adjustments made f o r  non-res ident  t a x  

c o l l e c t i o n s ,  t h e  excess cash f l o w  over  t a x  1 i a b i l  it i e s  f o r  a g iven  f i s c a l  

year ,  nona l l  ocabl e  and nontax revenue such as penal t i e s ,  i n t e r e s t  earned 

and a u d i t  d e f i c i e n c i e s ;  and vendors d iscounts  on r e t a i l  sa les  and exc i se  

taxes. The amounts of these adjustments were as fo l lows:-  3/ 

M i l l  i ons  
o f  D o l l a r s  

Excl us ion  o f :  
Non-resident t a x  c o l l  ec t i ons  $ 220.2 
Excess o f  t a x  c o l l  e c t i o n s  over 1 i a b i l  it i e s  72.6 
Nonal 1  ocabl e and nontax revenues and c r e d i  t s  67.7 

I n c l u s i o n  o f :  
Vendor d i  scounts on t a x  c o l l e c t i o n s  -48.0 

To ta l  Adjustments $ 312.5 



Re1 a t i  ve Importance o f  Major Taxes 

Table 111 and the  accompanying c h a r t s  show the  re1  a t i v e  importance o f  

each of t he  major  n e t  taxes l e v i e d  on Colorado households f o r  f i s c a l  

yea rs  1982 and 1987. 

On t h e  s t a t e  l e v e l ,  t h e  income t a x  as noted has become q u a n t i t a t i v e l y  

t h e  most impor tan t  s i n g l e  revenue source i nc reas ing  f rom 33 percent  o f  

t o t a l  s t a t e  taxes i n  1982 t o  n e a r l y  43 percent  i n  1987. The sales tax ,  

on t h e  o t h e r  hand, represented on l y  28 percent  i n  f i s c a l  yea r  1987 

compared t o  40 percent  i n  1982. Combined these two taxes accounted f o r  

over  two - th i rds  o f  t he  s t a t e  t a x  burden. The remaining o n e - t h i r d  

cons i s ted  o f  t h e  corpora te  income tax ,  consumer exc i se  taxes on tobacco 

produc ts  and 1  i quo r ,  highway user  taxes and o t h e r  m i s c e l l  aneous taxes. 

On t h e  l o c a l  l e v e l ,  t he  p rope r t y  t a x  cont inues t o  dominate and 

accounts f o r  more than two - th i rds  o f  t h e  t o t a l  l o c a l  t a x  revenues f o r  

b o t h  years.  Notwi thstanding s t a t u t o r y  increases, t h e  1  ocal sa les  t a x  as 

a  percent  of  t o t a l  l o c a l  taxes has remained r e l a t i v e l y  s t a b l e  a t  22 

pe rcen t  f o r  f i s c a l  yea r  1982 and 23 percent  f o r  1987. Proper ty  and sa les  

taxes cont inue t o  be the  mainstay f o r  l o c a l  governments, t oge the r  

account ing f o r  a lmost  n i  ne- tenths o f  t o t a l  1  ocal  t a x  revenues. 

Proper ty  Tax. The l o c a l  p roper ty  t ax  cont inued t o  be t h e  l a r g e s t  

s i n g l e  revenue source i n  t he  s t a t e - l o c a l  t a x  s t r u c t u r e ,  amounting t o  

a lmost  $2 b i l l i o n  i n  f i s c a l  yea r  1987. Moreover on t h i s  combined bas is ,  

t h e  t a x  has remained a r e l a t i v e l y  s t a b l e  p o r t i o n  o f  t h e  t o t a l  a t  36.9 

percent  and 37.7 percent  f o r  t h e  f i s c a l  years  1982 and 1987, respec t i ve l y .  



TABLE 111. CHANGING STRUCTURE OF STATE AND LOCAL TAXES 

BEWEEN FISCAL YEARS 1982 AND 1987 


Percent D i s t r i b u t i o n  
1982 1987'-

State  Taxes 
I n d i  v i  dual Income 
Sales and Use 
Highway User 
Corporate Income 
C i  g a r e t t e  and L iquo r  
A l l  Other 

To ta l  S ta te  Taxes 

Local Taxes 
Proper ty  
Sales and Use 
S p e c i f i c  Ownership 
C i g a r e t t e  
A l l  Other 

To ta l  Local Taxes 

S ta te  - Local Taxes 
Proper ty  
Sales and Use 
I n d i v i d u a l  Income 
Highway user!!/ 
Corporate Income 
C i g a r e t t e  and L iquo r  
A l l  Other 

Tg ta l  S ta te  - Local 

a/ Inc ludes  spcc i  f i c  ownership 





Chart II: The Changing Combined State-Local Tax Structure, 

Fiscal Years 1982 and 1987 


Property Sales & Use Income Other Excise 




Chart Ill: The Changing State Tax Structure, 

Fiscal Years 1982 and 1987 


Sales & Use Individual Highway User Corporate 
Income Income 



Chart IV: The Changing Local Tax Structure, 

Fiscal Years 1982 and 1987 


Property Sales & Use Specific Own. All Other 




Sales  and Use Tax. S t a t e  and local  s a l e s  taxes together were 

quan t i t a t ive ly  the second most important tax source t o t a l  i ng $1,279 

mil l ion in f i s ca l  1987. For the  f i r s t  t i n e ,  the  local  s a l e s  tax  

1 i abi 1 i t y  ($666 mi 11 ion) actual  ly  exceeded the  s t a t e  s a l e s  tax 1 i abi 1 i ty  

($61 3 mill ion) .  As a percentage of the t o t a l  s ta te- local  r es iden t  tax  

l i a b i l i t y ,  t h i s  tax source represented 25 percent ,  a decline from 30 

percent  in  f i s ca l  1982. 

Income Tax. The individual and corporate income tax combined ranked 

t h i  rd in  s i z e  by t a x  1 i ab i l  i ty  -- $1,046 mil 1 ion. Of t h i  s t o t a l  , about 

ni ne-tenths came from individual s and only one-tenth from corporations. 

As a share of the  t o t a l  s t a t e  tax  burden, the  individual income tax  has 

increased s i gn i f i c an t l y  from 33 percent in f i s ca l  1982 t o  nearly 43 

percent  in  f i s c a l  1987. The corporate income tax ,  on t he  other  hand, has 

remained r e l a t i ve ly  i n s ign i f i c an t  a t  about the  5 percent l eve l .  On a 

combined s ta te-1  ocal t ax  basi s ,  the  importance of t he  individual i ncome 

tax  has increased from l e s s  than 15 percent i n  1982 t o  over 18  percent in  

1987. In con t r a s t ,  the corporate tax  has declined s l i gh t l y  from 2.3 

percent  in  1982 t o  2 percent i n  1987. 

Highway User Tax. T h i s  category includes s t a t e  excise taxes on 

gas01 ine  and diesel  f ue l s ,  vehicle r eg i s t r a t i on  fees  and ton mile taxes ,  

motor vehicle operators l i cense  fees ,  spec i f i c  ownership tax and other  

highway re la ted  revenue. The  spec i f i c  ownership tax  i s  a local  property 

t ax  on motor vehicles.  The sum of a l l  these  items amounted t o  $534 

mil l ion in  f i s ca l  year 1987 and represented 10.4 percent of t o t a l  tax  



l i a b i l i t i e s  f o r  t h a t  yea r ,  up f rom 8.8 pe rcen t  i n  1982.3' A t  t h e  s t a t e  

l e v e l ,  these  taxes  accounted f o r  17 pe rcen t  of t he  1987 t a x  burden, 

whereas i n  f i s c a l  1982, t hey  represen ted  o n l y  12.5 percent .  T h i s  

inc rease  f o r  t h e  most p a r t  was due t o  a change i n  gas01 i n e  taxes  f rom 9# 

per  g a l l o n  i n  1982 t o  18d p e r  g a l l o n  i n  1987 and from 9d t o  20.5# p e r  

g a l l o n  f o r  d i e s e l  f u e l .  

Consumer Exc i se  Taxes. A l c o h o l i c  beverage t axes  and taxes  on 

c i g a r e t t e s  and tobacco remain q u a n t i t a t i v e l y  t h e  1  e a s t  s i g n i f i c a n t  i n  t h e  

s t a t e - l o c a l  t a x  base. I n  f i s c a l  1987 t hey  arnounted t o  $79 m i l l i o n ,  o r  

on l y  1.5 pe rcen t  o f  t h e  t o t a l  , and rep resen t s  a c o n t i n u i n g  dec l  ine frorn 

t h e  1982 share o f  1.8 pe rcen t .  4s a p o r t i o n  o f  s t a t e  t a x  1  i a b i l i t i e s ,  

these t axes  have inc reased  f rom 2.7 pe rcen t  i n  1982 t o  2.9 pe rcen t  i n  

1987 1  a r y e l y  due t o  an i nc rease  i n  t h e  c i g a r e t t e  t a x  f rom 1 0 t  p e r  pack t o  

20# p e r  pack and t h e  i m p o s i t i o n  o f  a t a x  o f  20 pe rcen t  o f  t h e  

manufacturers  l i s t  p r i c e  o f  o t h e r  tobacco products .  

A l l  O the r  Taxes. T h i s  group of  taxes  c o n s i s t s  o f  a l l  bus iness  taxes ,  

1  icenses and f ees  o t h e r  t han  t h e  c o r p o r a t e  income t a x  and t h e  a l l o c a t e d  

p o r t i o n s  o f  t h e  general  sa les ,  p r o p e r t y  and highway u s e r  taxes  p a i d  by 

business. Th i s  ca tegory  a1 so i n c l u d e s  severance t axes  on o i l  and gas, 

coa l  , molybderium and meta l  1  ic m ine ra l  s  ; t h e  employer '  s  share o f  t h e  

Denver occupa t i on  p r i v i l e g e  t a x ;  insurance;  f r a n c h i s e  and u t i l  ity  taxes;  

and nisce l  1  aneous r e y u l  a t o r y  fees. I n  f isca l  1987 these  t axes  amounted 

t o  $249 a i l 1  i o n  o r  n e a r l y  5 pe rcen t  o f  t h e  t o t a l  s t a t e - l o c a l  t a x  t o t a l .  

A t  t h e  l o c a l  l e v e l  these taxes  have i nc reased  i n  r e l a t i v e  impor tance t o  



4.8 percent  i n  1987 compared t o  4 . 2  percent  i n  1982. A t  t h e  s t a t e  l e v e l  

t h e  reverse  i s  t r u e  w i t h  these taxes d e c l i n i n g  from 7 percent  t o  5 

percent .  



SECTION 111. THE DIRECT AND INDIRECT TAX ALLOCATION 


A distinction often i s  made between tax "impact" and tax 

"incidence". The fonner i s  where the tax i s  legal ly  and direct ly  imposed 

and the l a t t e r  i s  where i t  f ina l ly  comes t o  res t .  Theoretically, the 

incidence of a1 1 taxes fa1 1 s on individuals. I t  i s  useful however, to  

i ni t i  a1 ly  cl assi  fy taxes into two general categories : househol d (o r  

d i rec t )  taxes and business (o r  indi rec t )  taxes. The allocation of taxes 

between households requires specific tax shif t ing assumptions with regard 

t o  t he i r  f inal incidence. 

Tax Shifting Assumptions 

As in the prior Colorado Tax Profile studies,  household taxes are 

defined as those direct ly  levied or shifted t o  households and generally 

are based on the earning of income, the purchase of consumer goods and 

services,  or the ownership of certain forms of wealth (e.g. ,  real 

e s t a t e ) .  In t h i s  sense, d i r ec t  taxes include individual income, r e t a i l  

sal e s ,  consumer excise and resi denti a1 property taxes. The househol der 

cannot s h i f t  such d i rec t  taxes t o  others through the pricing system. 

In contrast ,  i t  i s  assumed tha t  business taxes are  e i ther  shif ted 

forward to  individuals as consumers or borne by the owners of the 

resources since such taxes represent business costs  which ultimately a re  

ref1 ected i n market prices,  reduced dividends or undi s t r i  buted corporate 

earnings. The corporate income tax,  highway user and sales  taxes paid by 

business firms on t he i r  purchases, severance taxes and a l l  other 



f r anch ise  and regu la to ry  business taxes fa1 1 i n t o  the  i n d i r e c t  

category .-4/ 

It should a1 so be noted t h a t  i n  d e r i v i n g  the  r e s i d e n t  t ax  burden f o r  

any g iven s ta te ,  i t  i s  n o t  poss ib le  t o  determine t h e  amount o f  business 

taxes  exported o r  imported by f i r m s  engaged i n  i n t e r s t a t e  commerce. As 

i n  p r i o r  s tudies,  i t  i s  assumed t h a t  the  expo r t  of Colorado business 

taxes has been approximately balanced by the  impor t  of taxes from 

j u r i  s d i c t i o n s  ou ts ide  Col orado.- 5/ 

Taxes 	on Households and Business 

Based on the  above assumptions, t h e  a l l o c a t i o n  o f  Colorado s t a t e  and 

l o c a l  taxes between those l e v i e d  on r e s i d e n t  households and those on 

businesses f o r  f i s c a l  yea r  1987 i s  shown i n  Tab1 e I V  and Chart  V. On the  

ad jus ted  1 i a b i  1 it y  basis,  d i r e c t  household taxes amounted t o  $3,136 

m i l l i o n  o r  about t h r e e - f i f t h s  o f  t he  t o t a l  Colorado tax  burden. Th is  

r a t i o  i s  about t he  same as f o r  f i s c a l  yea r  1982. The i n d i r e c t  t a x  

p o r t i o n  amounted t o  $1,980 m i l l i o n  o r  t he  remaining t w o - f i f t h s  o f  t h e  

t o t a l .  The major taxes a re  as fo l l ows :  

a 	 The i n d i v i d u a l  income t a x  ranked f i r s t  i n  s i z e  and amounted t o  

nea r l y  $943 m i l l i o n  o r  30 percent  of t h e  t o t a l  d i r e c t  t a x  

burden. Th is  represents a s h i f t  s ince  1982 when income taxes 

ranked t h i r d  w i t h  26 percent  of t he  t o t a l  d i r e c t  burden. 

6 	 The r e s i d e n t i a l  p rope r t y  t a x  ranked second o f  t h e  major  taxes 

and a~nounted t o  $902 m i l l i o n  o r  n e a r l y  29 percent  of t h e  d i r e c t  



TABLE I V .  SUMMARY OF MAJOR TAXES ON COLORADO 

RESIDENT HOUSEHOLDS AND BUSINESS 


FISCAL YEAR 1 987 


Tota l  
Taxes 
T o n e y  

Sta te  
Taxes 

arnounl?Sii t h o

Local 
Taxes 

u s a n d s )  

Taxes on Househol ds ( D i  r e c t )  
Resi den t i  a1 Property  
Sales and used/ 
I n d i v i d u a l  Income 
Highway user!!/ 
C iga re t te  and L iquor  

Tota l  D i r e c t  Taxes 

Taxes on Business ( I n d i r e c t )  
on-res i  den t i  a1 Property  

:a1 es and ~ s e f i l  
Corporate Income 
Highway User 
Other Business Taxes 

Tota l  I n d i r e c t  Taxes 

Tota l  Resident Taxes 

fil Inc ludes  t o u r i  srn t a x  
b/ Inc ludes  share o f  s p e c i f i c  ownership t a x  
C/ I n c l  udes insurance, severance, occupation, corpora te  

f ranc  h i se and m i  sc . regul  a t o r y  taxes 



Chart V: Distribution of Household and Business 
Fiscal Year 1987 
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tax to ta l  . T h i  s represents a decl ine i n  the r a t i o  because the  

1982 share was 34 percent. 

a 	 The non-residential property tax of $1,028 million accounts f o r  

52 percent of 

increase from 

business t o t a l  

a 	 The s a l e s  and 

the t o t a l  business taxes. T h i s  i s  a substantial  

1982 when the tax represented 43 percent of the  

b u t  i s  on par with the  53 percent f o r  1972. 

use 	 taxes on households dropped from second place 

i n  1982 t o  t h i rd  place in  f i s ca l  1987. I t  amounted t o  nearly 

$843 mill ion, s p l i t  about evenly between the  s t a t e  s a l e s  tax a t  

49 percent and the  local  s a l e s  tax a t  51 percent. Together the  

s ta te- local  s a l e s  tax accounted f o r  27 percent of the  d i r e c t  tax 

burden, a decline from the  31 percent in the  1982 f i s ca l  year.  

a 	 The sa les  and use taxes on business retained second place in the 

l i s t  of business re la ted taxes. I t  amounted t o  $436 mill ion o r  

22 percent of the t o t a l  i nd i r ec t  taxes. Here again t h i s  source 

declined in importance from the  f i s ca l  1982 share of 30 

percent. In 1987 the  local  share of the  to ta l  sa les  and use tax 

represented 55 percent. 

a 	 The corporate income tax quant i ta t ively  was the l e a s t  

s ign i f ican t  of the  ind i rec t  taxes levied on business. In f i s ca l  

year  1987 i t  amounted t o  $103 mil 1 ion o r  a 1it t l e  over 5 percent 

of the  combined s ta te- local  t o t a l .  This r a t i o  i s  about the same 

as  i t  was in  f i s ca l  1982. 



As i n  t h e  past ,  t he  " b i g  threeu--income, p roper ty  and sa les  

taxes--cont inue t o  account f o r  bu l k  o f  t he  taxes imposed on t h e  household 

and business ca tegor ies .  Together they represent  86 percent  o f  t h e  

d i r e c t  taxes  on households and 79 percent  o f  t he  t o t a l  i n d i r e c t  taxes 

l e v i e d  on business i n  f i s c a l  1987. 

S ta te  Taxes 

The d i r e c t  s t a t e  taxes on r e s i d e n t  households amounted t o  $1,643 

m i l l i o n  o r  nea r l y  t h ree - fou r ths  o f  t he  t o t a l  s t a t e  burden. I n d i v i d u a l  

income t a x  accounted f o r  57 percent,  t h e  sa les taxes 25 percent  and 

highway user  taxes 13 percent.  Th is  represents a s h i f t  from 1982 when 

such taxes represented 50, 36 and 10 percents, respec t i ve l y .  Other s t a t e  

exc i se  taxes accounted f o r  l e s s  than 4  percent  o f  t h e  t o t a l .  

The i n d i r e c t  s t a t e  taxes ( those l e v i e d  on business)  amounted t o  $566 

m i l l i o n  o r  one- four th o f  t h e  s t a t e  t a x  burden. O f  t h i s  t o t a l ,  t h e  sa les  

t a x  a l l o c a t e d  t o  business was q u a n t i t a t i v e l y  t he  most impor tan t  and 

accounted f o r  35 percent  o f  t h e  t o t a l .  The second l a r g e s t  category was 

represented by highway user  taxes (28  percent ) ,  f o l l owed  by t h e  co rpo ra te  

income t a x  a t  18 percent.  A l l  o t h e r  s t a t e  business taxes, such as 

insurance, corpora te  f r a n c h i  se, severance and o the r  regu l  a t o r y  taxes 

accounted f o r  19 percent  o f  t h e  t o t a l .  

Local Taxes 

D i r e c t  1  ocal  taxes were est imated t o  be $1,494 m i 11 i o n  o r  51 percent  

of t h e  t o t a l  d i r e c t  and i n d i r e c t  l o c a l  t a x  burden. The i n d i r e c t  business 

p o r t i o n  was est imated a t  $1,414 m i l l i o n .  The a l l o c a t i o n  of t o t a l  





SECTION I V .  A PROFILE OF COLORADO TAXES BY MAJOR INCOME CLASSES 

The d i s t r i b u t i o n  o f  Colorado s t a t e  and l o c a l  t ax  1 i a b i l i t i e s  o f  

r e s i d e n t  househol ds, c l a s s i f i e d  by f i v e  major  income ca tegor ies  based on 

the  ad jus ted  gross income repo r ted  on s t a t e  income t a x  re tu rns ,  i s  

presented i n  Tables V through I X .  Data on t h e  number o f  r e s i d e n t  

taxpayers, househol d income and i n div i  dual income t a x  1iab i  1 ities have 

been repo r ted  and ana l y z e d  i n  d e t a i l  i n  a separate s tudy prepared by t h e  

Col orado Departn~ent o f  Revenue .-6/ 

Income Concepts 

Th i s  s e c t i o n  descr ibes t h e  bas ic  concepts and adjustment necessary 

f o r  t he  d e r i v a t i o n  o f  t h e  income measures used i n  t he  ana l ys i s  o f  t a x  

burdens. 

Adjusted Gross Income. The ad jus ted  gross income repo r ted  on 

i n d i v i d u a l  income t a x  r e t u r n s  f i l e d  i n  f i s c a l  1987 by r e s i d e n t  households 

amounted t o  $32.3 b i l l  i0n.L' Th i s  amount represents 65 percent  o f  t h e  

1986 personal income o f  $49.8 b i l l  i o n  repo r ted  by t h e  U.S. Department o f  

~ o m m e r c e . l  The $1 7.5 b i  11 i o n  var iance between those two measures o f  

income represents conceptual d i f f e r e n c e s  between economic and s t a t u t o r y  

d e f i n i t i o n s  o f  income. Adjusted gross income exc l  udes var ious  forms o f  

t ax  exempt money income and nontaxable t r a n s f e r  income such as payments 

f o r  pub1ic we1 fa re ,  p o r t i o n s  o f  unempl oyment compensation and r e t i  rement 

income. I n  c o n t r a s t ,  the  personal income measure, i nc ludes  i n  addi tion 



t o  t h e  above money t r a n s f e r  payments, sundry forms o f  imputed incomes, 

such as t h e  est imated r e n t a l  va lue o f  owner-occupied residences, imputed 

i n t e r e s t  and empl oyer c o n t r i b u t i o n s  t o  pension funds. 

Adjusted Broad Income. Since ne i  t h e r  ad jus ted  gross income nor  

personal income corresponds t o  t h e  convent ional  concept o f  income, an 

"ad jus ted  broad income" measure was developed f o r  t he  o r i g i n a l  1972 

Colorado Tax P r o f i l e  Study. Th i s  measure i s  narrower than t h a t  o f  t h e  

personal income concept b u t  i s  broader than t h a t  o f  ad jus ted  gross 

income. It excludes a l l  forms o f  imputed income b u t  i nc ludes  an es t imate  

o f  t h e  nontaxable t r a n s f e r  payments and o t h e r  forms o f  tax-exempt income 

n o t  repo r ted  on income t a x  returns.-  91 

The ad jus ted  broad income f o r  f i s c a l  yea r  1987 was est imated t o  be 

$37.6 b i l l i o n  o r  16 percent  l a r g e r  than t h e  corresponding ad jus ted  gross 

income, b u t  25 percent  sma l l e r  than  personal income. The t o t a l  amount o f  

t r a n s f e r  payments inc luded i n  t h e  broad income measure was approximately 

one and o n e - t h i r d  t imes l a r g e r  than t h e  amount i nc luded  f o r  o the r  fonns 

o f  non-taxabl e  income. The 1 a rges t  adjustments r e q u i r e d  t o  p l  ace 

r e s i d e n t  households on a broad income bas i s  were f o r  those i n  t he  l owes t  

and h ighes t  income ca tego r ies  s ince  t h e  former were t h e  major  r e c i p i e n t s  

o f  money t r a n s f e r  payments and the  l a t t e r  were the  p r i n c i p a l  

b e n e f i c i a r i e s  o f  t h e  p r e f e r e n t i a l  t a x  t rea tment  accorded c a p i t a l  gains, 

i n t e r e s t  and d i v i dend  income. 

Fo r  t h e  balance o f  t h i s  repo r t ,  t he  comparative t a x  burdens o f  

Colorado r e s i d e n t  households a re  presented i n  terms o f  bo th  ad jus ted  

gross income and ad jus ted  broad income. Adjusted broad income, however, 

i s  t h e  more app rop r i a te  measure f o r  eva lua t i ng  t h e  d i s t r i b u t i o n a l  e f f e c t s  



TABLE V. D I S T R I B U T I O N  OF COLORADO RESIDEFlT TAXPAYERS, HOUSEHOLD IrJCOME 

AND MAJOR STATE AND LOCAL TAXES, F I S C A L  YEAR 1987 


Number of 2esi dent Househol ds 

Household Income: 
Adjusted Gross Income 
Adjusted Broad Income 

Direc t  Taxes on Househol ds: 
S t a t e  Taxes 

Individual Income 
Sales  and Use 
Highway User 
A1 coho1 i c  Beverage 
Ci g a r e t t e  and Tobacco 

Total Direct  S t a t e  Taxes 

Local Taxes 
Resi denti  a1 Property 
Sales  and Use 
Speci f i c  Ownershi p 
Cigare t te  

Total Direct  Local Taxes 

Total Direct  Taxes 

Ind i rec t  Taxes on Households: 
S t a t e  Business Taxes 
Local Business Taxes 

Total Ind i rec t  Taxes 

Total S t a t e  and Local Taxes: 
S t a t e  Taxes (Di rec t  & I n d i r e c t )  
Local Taxes r e c t  &( ~ i  Indi r e c t  ) 

Total State-Local Taxes 

Addenduin : 
Federal I ndi vi dual Income Tax 

a/ Based on adjusted gross income. 

Under $5,000 
Major Income ~l a s ses  :a /  

$1 5,000 $25,000 $50.000 
$5,000 t o  $1 5,000 t o  $25,000 t o  $50,000 and* over Total 

(Money amounts in  thousands of do1 1a r s )  

304,342 370,184 254,747 350,270 127,405 1 ,406,948 

1,492,798 4,773,893 5,777,917 13,273,131 12,281,205 37,5981943 

3,487 54,608 133,690 369,187 371 ,637 942,609 
31,592 71 ,913 71,082 149,230 91 ,866 41 5,683 
20,876 42,412 40,434 78,671 37,358 21 9,751 
2,095 3,874 3,578 6,385 3,835 19,767 
5,993 10,420 8,632 14,311 5,367 44,723 

64,043 133,228 257,415 61 1,784 510,062 1,642,533 



of t h e  Colorado s t a t e  and loca l  t a x  s t r u c t u r e .  

Di stri but ion of Households and Income 

In f i s c a l  y e a r  1987 over  1 .4  mil 1 ion  r e s i d e n t  Colorado households 

f i l e d  s t a t e  income t ax  r e tu rns .  The income measures and ove ra l l  t a x  

a n a l y s i s  f o r  t h i s  study a r e  based on a l l  r e s i d e n t  r e t u r n s ,  both t axab le  

and nontaxable.  The l a t t e r  were included s i n c e  such households were 

s u b j e c t  t o  s a l e s ,  e x c i s e  and property t axes  and were r e c i p i e n t s  of 

t r a n s f e r  and o t h e r  forms of money income not  r epo r t ed  i n  ad jus t ed  g ros s  

income. Since 1972 t h e r e  has been a marked r i s e  i n  nominal and r ea l  

incomes of Colorado households which has r e s u l t e d  i n  a s i g n i f i c a n t  s h i f t  

upwards i n  t h e  d i s t r i b u t i o n  of number of households by ad jus t ed  gross  

income c a t e g o r i e s .  This  upward movement i s  shown i n  t h e  t a b l e  be1 ow. 

Percentage Di s t r i  bu t i  on of Households 
by Reported Adjusted Gross Income 

CTPS 
Fi sca l  Be1 ow $1 5,000 $25,000 

Year $1 5,000 t o  $25,000 and Over Total  

D i  s t r i  bu t  on of Taxes 

Tab1e V presen t s  a d i s t r i b u t i o n  of t h e  number of households and t h e  

t o t a l  d o l l a r  amount of household income on both t h e  ad jus t ed  gross  and 

ad jus t ed  broad income b a s i s  f o r  each of t h e  f i v e  major ad jus t ed  gross  

income c l a s s e s .  Also presented a r e  t h e  t o t a l  d o l l a r  amounts of s t a t e  and 

1 ocal t a x e s  on r e s i d e n t  households. The r e l a t i v e  t a x  burdens f o r  f i s c a l  

y e a r  1 987 a r e  devel oped from t h e s e  da ta .  



The d i s t r i b u t i o n  of the  d i r e c t  s t a t e  and l o c a l  t a x  burden among the  

r e l a t i v e l y  low, middle and h igh  income taxpayers i s  summarized i n  t he  

f o l l  owing tab1 e  : 

Percent D i  s t r i  b u t i o n  o f  D i  r e c t  Taxes f o r  
Househol ds w i t h  Adjusted Gross Income 

$1 5,000 t o  $25,000 and - over 
S ta te  Taxes: 

I n d i v i d u a l  Income 26.5 51.9 65.7 
Sales and Use 40.2 27.6 21.4 
Consumer Excise 33.3 20.5 12.9 

Tota l  1(50.0 1oO.o inI-0 

Local Taxes: 
Resi d e n t i  a1 Property  64.6 60.1 58.2 
Sales and Use 24.3 28.2 31.1 
Consumer Exc ise 

Tota l  
11.1

-l'7rm 
11.7

-'lmm 
10.7 
TmX 

The l a r g e s t  s i n g l e  s t a t e  tax  l i a b i l i t y  on the  two lowest  income 

classes (under $1 5,OOO), which represent  almost one-ha1 f o f  a1 1  

househol ds, cont inues t o  be sales tax.  When combined w i t h  o the r  

expenditure taxes, such as exc ise  taxes on motor f ue l s ,  a l c o h o l i c  

beverages and tobacco products, consumer expendi ture taxes f o r  those 

re1 a t i v e l y  low- i  ncome res iden ts  accounted f o r  nea r l y  t h ree - fou r ths  o f  

t h e i r  t o t a l  d i r e c t  s t a t e  t a x  burden. For t he  middle income households 

($15,000 t o  $25,000) consumer expendi ture taxes represented about one 

h a l f  o f  t h e i r  d i r e c t  s t a t e  t a x  1  i a b i l  it y .  For households a t  t he  h ighes t  

end o f  t h e  income spectrum ($25,000 o r  more), t he  consumer expendi ture 

taxes were the  l e a s t  impor tan t  c o n s t i t u t i n g  about one - th i rd  o f  t h e i r  



- - - - 

- - 

TABLE V I .  PERCENT DISTRIBUTION OF COLORADO RESIDENT TAXPAYERS, HOUSEHOLD INCOME 

AND MAJOR STATE AND LOCAL TAXES. FISCAL YEAR 1987 

~ a j o r  Income ~ l a s s e s : a /  
under $5.000 $1 5.000 $25.000 $50.000. -

$5,000 t o  ' $i5,000 t o  .$25,000 t o .  $50,000 and over To ta l  

Number o f  Resident Households 21.6 26.3 18.1 24.9 9.1 100.0 
Household Income: 

Adjusted Gross Income 1.9 11.1 15.6 38.3 33.2 100.0 
Adjusted Broad Income 4.0 12.7 15.4 35.3 32.7 100.0 

D i  r e c t  Taxes on Househol ds : 
Sta te  Taxes 

I n d i v i d u a l  Income 0.4 6.9 14.2 39.2 39.4 100.0 
Sales and Use 7.6 17.3 17.1 35.9 22.1 100.0 
Highway User 9.5 19.3 18.4 35.8 17.0 100.0 
A1 coho1 ic Beverage 10.6 19.6 18.1 32.3 19.4 100.0 
C iga re t te  and ~ o b a c c o  13.4 23.3 19.2 32.0 12.0 100.0 

Tota l  D i r e c t  S ta te  Taxes 3.9 11.8 15.7 37.6 31.1 100.0 

Local Taxes 
Resi den t i  a1 Proper ty  9.7 21.6 17.3 31.7 19.7 100.0 
Sales and Use 7.6 17.3 17.1 35.9 22.1 100.0 
S p e c i f i c  O\~ners l i i  p 9.5 19.3 18.4 35.8 17.0 100.0 
C iga re t te  13.4 23.3 19.3 32.0 12.0 100.0 

Tota l  D i  r e c t  Local Taxes X I 2  14.4 33.3 Err 100.0 

Tota l  D i r e c t  Taxes 6.4 15.8 16.5 35.6 25.8 100.0 

I n d i r e c t  Taxes on Househol ds: 
S ta te  Business Taxes 8.5 18.8 17.3 33.9 21.5 100.0 
Local Busi ness Taxes -9.1 19.6 17.7 33.9 19.7 100.0 

Tota l  I n d i  r e c t  Taxes 8.9 19.4 17.6 33.9 20.2 100.0 

Tota l  S ta te  and Local Taxes: 
S ta te  Taxes ( D i r e c t  & I n d i r e c t )  5.1 13.6 
Local Taxes ( D i r e c t  & I n d i r e c t )  9.1 19.9 17.5 33.6 19.9 100.0 

Tota l  S ta te  - Local Taxes 7.4- 17.2 16.9 3-3- 23.7 1oO.o 

Addendum: 
Federal Indi  v i  dual Income Tax 0.7 5.6 11.6 32.6 49.4 100.0 



t o t a l  d i r e c t  t axes .  In  c o n t r a s t ,  t h e  ind iv idua l  income t a x  l i a b i l i t y  

accounted f o r  near ly  two- th i rds  of t h e i r  d i r e c t  s t a t e  t a x  burden. The 

local  t a x  s t r u c t u r e  i s  dominated by t h e  property t a x  which accounted f o r  

t h r e e - f i f t h s  o r  more of t h e  d i r e c t  l oca l  t a x  burden f o r  a l l  income 

ca t egor i e s .  

Tax Equi t y  

A comparison of t h e  t a x  d i s t r i b u t i o n  w i t h  t h e  d i s t r i b u t i o n  of 

household income provides an approximate measure of t h e  t a x  equ i ty  i n  t h e  

s t a t e .  The percentage di stri but i  ons of Col orado r e s i d e n t  taxpayers ,  

c l a s s i f i e d  by t h e  f i v e  major income c a t e g o r i e s  i s  presented i n  Table VI. 

Included i n  t h e  d i s t r i b u t i o n s ,  based on Table V ,  a r e  t h e  number of 

taxpayers ,  t h e  ad jus t ed  g ros s  income, t h e  ad jus t ed  broad income and each 

of t h e  major s t a t e  and loca l  t axes .  A measure of t h e  degree of income 

inequa l i t y  i n  Colorado i s  provided by t h e  f a c t  t h a t  households i n  t h e  

lowest income category (under  $5,000) represented  more than  one-fi  f t h  of 

t h e  households b u t  only 2 percent  of ad jus t ed  g ros s  income and 4 percent  

of ad jus t ed  broad income. In c o n t r a s t ,  t h e  t op  income c l a s s  ($50,000 and 

over )  represented  l e s s  than one-tenth of  t h e  households but  accounted f o r  

one t h i r d  of t h e  t o t a l  income. 

S t a t e  Taxes. On a combined d i r e c t  and i n d i r e c t  b a s i s ,  i t  

appears  t h a t  t h e  s e p a r a t e  sha re s  of s t a t e  t a x e s  gene ra l ly  p a r a l l e l  t h e  

d i s t r i b u t i o n  of ad jus t ed  broad income f o r  t he  f i v e  major income c l a s s e s .  

This  d i s t r i b u t i o n  i s  shown by t h e  fol lowing t a b u l a t i o n :  



Percent D i s t r i  b u t i  on 
Adjusted Di rec  t T o t a l  

Broad S ta te  S ta te  
Income Taxes Taxes 

Under $5,000 4.0 3.9 5.1 
$5,000 t o  $15,000 12.7 11.8 13.6 

$15,000 t o  $25,000 15.4 15.7 16.1 
$25,000 t o  $50,000 35.3 37.6 36.7 
$50,000 and over 32.7 31.1 28.6 

To ta l  100.0 100.0 100.0 

The share o f  d i r e c t  s t a t e  taxes borne by t h e  two l owes t  income c l a s s  

(under $1 5,000) were s l  i g h t l y  1  ower than t h e i r  r espec t i ve  broad income 

shares. Conversely f o r  t h e  n e x t  two income c lasses,  ($15,000 t o  $25,000 

and $25,000 t o  $50,000) t h e  d i r e c t  s t a t e  t a x  shares were s l i g h t l y  h ighe r  

than t h e i r  income shares. But  f o r  t h e  t o p  income c lass ,  t h e i r  t a x  share 

was a c t u a l l y  smal le r  than  t h e i r  income share. I n  o t h e r  words, t h e  d i r e c t  

s t a t e  t a x  burden - t h e  combined income, sa les  and consumer exc ise  taxes 

imposed on Colorado households i n  f i s c a l  1987 - proved t o  be roughly  

p r o p o r t i o n a l .  On t h i s  broad income basis ,  i t  appears t h a t  t h e  d i r e c t  

s t a t e  t a x  s t r u c t u r e  i s  s l i g h t l y  p rogress ive  through the  income c lasses  t o  

$5O,OOO. 

The approximate p ropo r t i ona l  it y  of t he  d i  r e c t  s t a t e  t a x  s t r u c t u r e  

r e f l e c t s  a general ba lanc ing  of t h e  major  taxes, b u t  does n o t  h o l d  f o r  

any s i n g l e  t a x  source. For  example, t h e  i n d i v i d u a l  income t a x  appears 

h i g h l y  p rogress i  ve. Househol ds i n  t h e  1  owest category accounted 

percent  of t h e  ad jus ted  broad income b u t  on l y  f ou r - t en ths  o f  one percent  

o f  t h e  income t a x  1  i a b i l i t y .  I n  con t ras t ,  households i n  t h e  h ighes t  

income c l a s s  accounted f o r  s l i g h t l y  l e s s  than 33 percent  o f  t he  broad 

income b u t  more than 39 percent  of t he  t o t a l  income t a x  l i a b i l i t y .  

4 



Households in the middle income c l a s s  (15,000 - 25,000) accounted f o r  15 

percent of the broad income and 14 percent of the tax. 

The d i s t r ibu t ion  pattern of the other  major s t a t e  taxes proved t o  be 

essen t ia l ly  regressive -- t h a t  i s ,  the  tax share r e l a t i ve  t o  income was 

greater fo r  the lowest income groups and smaller fo r  t he  highest income 

groups. The lowest income group with only 4 percent of the  broad income 

accounted fo r  more than 8 percent of the  consumer expenditure taxes 

( r e t a i l  s a l e s  and excises) .  In contras t ,  the  top income c l a s s  w i t h  

nearly one-third of the  broad income was l i a b l e  fo r  l e s s  than 20 percent 

of such taxes.  In the middle income c l a s s  ($15,000 t o  $25,000) the 

expenditure tax burden was about 18 percent compared t o  an income share 

of 15 percent. The ind i rec t  s t a t e  taxes revealed a s imi l ia r  regressive 

pattern.  In sumnary, although the magnitude and progressivity of the 

s t a t e  income tax was large enough t o  o f f s e t  the regressivi  t y  of the 

d i rec t  consumer expenditure taxes the overall s t a t e  tax s t ruc ture  

(combined d i r e c t  ind i rec t  s t a t e  taxes)  proved t o  be regressive in  f i s ca l  

year 1 987. 

Local Taxes. The local tax burden a l so  worked out t o  be highly 

regressive throughout a1 1 income cl asses. For exampl e ,  the  1 owest 

category accounted f o r  nearly 10 percent of the property tax b u t  only 4 

percent of the  broad income. A t  the other end of the spectrum, the  

highest income c l a s s  with 33 percent of the income accounted for  20 

percent of the property tax. The consumer expenditure taxes and the  

ind i rec t  business taxes followed a simil i a r  regressive pattern.  

Average liousehold Income and Taxes. The average income and 



taxes f o r  each o f  t he  f i v e  major income categor ies used i n  t h i s  r e p o r t  

a re  presented i n  Table V I I .  Colorado households had an average adjusted 

broad income of $26,723 and an average t o t a l  d i r e c t  t ax  burden o f  $2,229 

o f  which s l i g h t l y  more than one-half represented s t a t e  taxes. On a 

combined d i r e c t  and i n d i r e c t  basis,  t he  average s t a t e  and l o c a l  t a x  

burden was $3,636 w i t h  l o c a l  taxes represent ing the  l a r g e r  share. 

On an average income and tax  basis,  t h e  average d o l l a r  amount of t a x  

pe r  household increases as the  average d o l l a r  amount o f  income increases 

through a1 1 income c l  asses though n o t  p ropor t iona l  l y  . The average s t a t e  

tax  ( d i r e c t  and i n d i r e c t )  rose from $369 i n  the  lowest  income c lass  t o  

$4,958 i n  the  h ighest  income c lass.  The combined l o c a l  t ax  burden 

( d i r e c t  and i n d i r e c t )  was much greater  than the  s t a t e  burden f o r  a l l  

income classes, except the  top category. It ranged from $870 a t  t h e  

1 ower end of the  scale t o  $4,539 a t  t he  upper end. 



-- - - - - - - 

TABLE V I I .  AVERAGE HOUSEHOLD INCOME AND TAXES FOR COLORADO RESIDENT TAXPAYERS 
C L A S S I F I E D  BY MAJOR INCOME CATEGORIES, F I S C A L  YEAR 1987 

Househol d Income: 
Ad jus ted  Gross Income 
Ad jus ted  Broad Income 

under 
$5,000 

$5,000 
t o  $1 5,000 

Ma jo r  Income ~lasses:a/ 
$1 5,000 $25,000 

t o  $25,000 t o  $50,000 
$50,000 
an& over  To ta l  

D i  r e c t  Taxes on Househol ds : 
S t a t e  Taxes 

I n d i v i d u a l  Income 
Sales and Use 
Highway User 
A1 coho1 i c  Beverage 
C i g a r e t t e  and Tobacco 

To ta l  D i r e c t  Sa les 

P 
A 

Local  Taxes 
Resi d e n t i  a1 P rope r t y  
Sales and Use 
S p e c i f i c  &mersh ip  
C i g a r e t t e  

T o t a l  D i r e c t  Sa les 
To ta l  D i r e c t  Taxes 

I n d i r e c t  Taxes on Households: 
S t a t e  Business Taxes 
Local  Busi  ness Taxes 

To ta l  I n d i  r e c t  Taxes 

To ta l  S t a t e  and Local  Taxes: 
S t a t e  Taxes ( D i r e c t  & I n d i r e c t )  
Loca l  Taxes ( D i r e c t  & I n d i r e c t )  

To ta l  S t a t e  - Local  Taxes 

Addendum: 
Federa l  Ind i  v i  dual  Income Tax 

Based on ad jus ted  gross income. 



SECTION V. A PROFILE OF EFFECTIVE TAX RATES AND BURDENS 


A more convent ional  method of comparing r e l a t i v e  t a x  burdens i s  t o  

express the  abso lu te  d o l l a r  amount of t a x  1 i a b i l  i t y  as a percentage o f  

household income before taxes. Since a l l  taxes  u l t i m a t e l y  a re  p a i d  o u t  

of a v a i l a b l e  income, such a measure of  t h e  tax  burden a c t u a l l y  represents 

an " e f f e c t i v e  t a x  r a t e "  on household income. However, the  degree o f  

r e g r e s s i v i t y  o r  p r o g r e s s i v i t y  of t he  t a x  s t r u c t u r e  as a whole o r  o f  any 

p a r t i c u l a r  t a x  i s  dependent upon t h e  income concept used. For purposes 

of t h i s  study, t h e  r e l a t i v e  s t a t e  and l o c a l  t a x  burdens a r e  expressed as 

percentages o f  bo th  ad jus ted  gross income and ad jus ted  broad income. 

E f f e c t i v e  Tax Rates Based on Adjusted Gross Income 

The r e l a t i v e  burdens o r  e f f e c t i v e  t a x  r a t e s  f o r  f i s c a l  y e a r  1987, 

based on ad jus ted  gross income, a re  shown i n  Table V I I I .  On t h i s  

ad jus ted  gross income basis ,  t h e  combined s t a t e  and l o c a l  t a x  burden on 

t h e  poor  was more than f i v e  t imes as heavy as t h a t  on the  h ighes t  income 

group -- a 60.0 percent  e f f e c t i v e  t a x  r a t e  f o r  households r e p o r t i n g  

incomes o f  1 ess than $5,000 compared t o  11.3 percent  r a t e  f o r  those w i t h  

incomes o f  $50,000 o r  more. 

Th i s  o v e r a l l  r e g r e s s i v i  t y  i s  l a r g e l y  due t o  t he  l o c a l  t a x  p o r t i o n  f o r  

which t h e  r e l a t i v e  burden on the  l owes t  income group was almost e i g h t  

t imes l a r g e r  than t h a t  on t h e  h ighes t  -- 42.1 percent  compared t o  5.4 

percent .  A l l  taxes on the  l o c a l  l e v e l  show a h i g h  degree o f  r e g r e s s i v i  t y  

and i n  t h e  case o f  o f  t h e  r e s i d e n t i a l  p rope r t y  t ax ,  t h e  e f f e c t i v e  r a t e s  
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TABLE V I I I .  RELATIVE BURDEN OF HAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 
TAXES EXPRESSED AS PERCENT OF ADJUSTED GROSS INCOME, FISCAL YEAR 1987 

Major  Income 
under $5,000 $1 5,000 $2b, 000 $50,000 

$5,000 t o  $15,000 t o  $25,000 t o  $50,000 and-over Tota l  
D i  r e c t  Taxes on Househol ds : 

S ta te  Taxes 
I n d i v i d u a l  Income 0.53 2.92 
Sales and Use 5.04 1.29 
Highway User 3.34 0.68 
A1 coho1 ic Beverage 0.34 0.06 
C iga re t te  and Tobacco 0.97 0.14-

Tota l  D i r e c t  S ta te  Taxes m-27 5.08 

Local Taxes 
Resi d e n t i  a1 Proper ty  13.90 2.79 
Sales and Use 5.18 1.32 
S p e c i f i c  Ownership 2.28 0.47 

P 
P C i  g a r e t t e  0.29 0.04 

Tota l  D i r e c t  Local Taxes 21.65 4.63 

Tota l  D i r e c t  Taxes 31 .86 9.71 

I n d i r e c t  Taxes on Households: 
S ta te  Business Taxes 1.75 
Local Business Taxes 4.38 

Tota l  I n d i r e c t  Taxes m 
Tota l  S ta te  and Local Taxes: 

S ta te  Taxes ( D i r e c t  & I n d i r e c t )  6.84 
Local axes i ~ i r e c t& 1ndi r e c t j  42.13 9.01 

Tota l  S ta te  - Local Taxes ?xim inn 
Addendum: 

Federal I n d i v i d u a l  Income Tax 14.39 

21 Based on ad jus ted  gross 



ranged from 13.9 percent  f o r  t h e  lowest  income group t o  1.7 percent f o r  

t he  h ighest .  

The s t a t e  t a x  s t r u c t u r e  as a whole was on ly  about h a l f  as regressive 

as t h e  l o c a l  t ax  s t ruc tu re ,  s ince t h e  r e g r e s s i v i  t y  o f  t he  consumer 

expendi ture and business taxes was p a r t i  a1 l y  o f f  s e t  by the  progressi  v i  t y  

o f  t h e  s t a t e ' s  i n d i v i d u a l  income tax. Overal l ,  t h e  e f f e c t i v e  t a x  ra tes  

ranged from 17.9 percent  f o r  the  lowest  straturn t o  5.9 percent f o r  the  

h ighest .  But  as already noted, the  above d i s p a r i t i e s  i n  the  r e l a t i v e  

t a x  burdens between the  low and h igh  income categor ies  are mis leading 

because the  ad jus ted gross income measure on which they are  based 

understates the  money income o f  households i n  the  1 owest income stratum, 

and the re fo re  overstates t h e i r  t ax  burden r e l a t i v e  t o  t h a t  o f  o the r  

taxpayers. 

E f f e c t i v e  Tax Rates Based on Adjusted Broad Income 

When the  e f f e c t i v e  t a x  r a t e s  are expressed i n  terms o f  the  more 

comprehensi ve adjusted broad income, t h e  re1 a t i v e  t a x  burdens and t h e  

measured r e g r e s s i v i t y  o f  bo th  the  s t a t e  and l o c a l  t a x  s t ruc tu res  are 

s i g n i f i c a n t l y  reduced. As shown i n  Table I X . ,  t h e  e f f e c t i v e  r a t e s  o f  t h e  

combined s t a t e  and l o c a l  taxes ranged from 25.3 percent  f o r  the  lowest  

income group t o  9.8 f o r  t h e  h ighest .  For the  o v e r a l l  s t a t e  t a x  s t r u c t u r e  

the  e f f e c t i v e  r a t e  f o r  1 ow-i ncome households was 7.5 percent  compared t o  

5.1 percent  f o r  those i n  the  h ighes t  income c lass.  And t h e  t o t a l  d i r e c t  

s t a t e  taxes ( i  ndi  v i  dual income and consumer expendi ture taxes 1 ev i  ed on 

households) proved t o  be almost p ropor t iona l  s ince households i n  the  

under $5,000 income c l a s s  had an e f f e c t i v e  r a t e  o f  4.3 percent  compared 
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TABLE I X .  RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 

TAXES EXPRESSED AS PERCENT OF ADJUSTED BROAD INCOME, FISCAL YEAR 1987 


D i r e c t  Taxes on Households: 
S ta te  Taxes 

I n d i v i d u a l  Income 
Sales and Use 
Highway User 
A1 coho1 i c  Beverage 
C iga re t te  and Tobacco 

To ta l  D i r e c t  S ta te  Taxes 

Local Taxes 
Resi d e n t i  a1 Proper ty  
Sales and Use 
S p e c i f i c  Ownership 
C iga re t te  

To ta l  D i r e c t  Local Taxes 

To ta l  D i r e c t  Taxes 

I n d i  r e c t  Taxes on Househol ds : 
S ta te  Business Taxes 
Local Business Taxes 

Tota l  I n d i r e c t  Taxes 

To ta l  S ta te  and Local Taxes: 
S ta te  Taxes ( D i r e c t  & I n d i r e c t )  
Local Taxes i ~ i r e c t& I n d i  r e c t j  

To ta l  S ta te  - Local Taxes 

Addendum: 
Federal I n d i v i d u a l  Income Tax 

under 
$5,000 

rflajor Income Classes :a/ 
$5,000 $1 5,000 $25,D00 $5O,OO'O 

and over  Tota l  

0.22 
2.12 
1.41 
0.14 
0.41 
4.30 

2.51 
1.10 
0.58 
0.05 
0.12-
4.37 

5.85 
2.18 
0.96 
0.12 
m 

2.40 
1 . I 4  
0.40 
0.04 
m 

13.41 8.34 

3.22 
8.62 
11.85 

1.50 
3.76 
5-27 

7.52 
17.74 
E z  

5.87 
7.73 
r3.61 

2.16 12.36 

dl Based on ad jus ted  gross 



t o  a 4.1 percent r a t e  f o r  those i n  the  top income category. Moreover, 

t h e  marked progress iv i ty  of the s t a t e  income tax i s  shown by e f f e c t i v e  

tax  r a t e s  which ranged from two-tenths of one percent f o r  the lowest 

income c l a s s  t o  3 percent f o r  the  highest.  Thus, the e f f e c t i v e  income 

t a x  r a t e  on the  highest  group was almost 14 times g r e a t e r  than t h a t  f o r  

t h e  lowest. Conversely, f o r  the  property, s a l e s ,  consumer excise and 

business taxes ,  t h e  e f f e c t i v e  r a t e s  cons i s t en t ly  varied inversely by 

income c l a s s  -- in  each ins tance  they were highest  f o r  under $5,000 

c l a s s ,  and lowest f o r  the $50,000 and over category. I t  i s  a l s o  

important t o  note,  a s  shown in  the  following tabula t ion and Charts VI, 

VII, VIII ,  and IX t h a t  both t h e  s t a t e  and local  d i r e c t  tax  burdens, a s  

measured by e f f e c t i v e  tax r a t e s  based on broad incone increased 

s i  gni f i c a n t l y  between 1982 and 1987 f o r  a1 1 income categor ies .  Moreover, 

the lowest income groups experienced the l a r g e s t  increase  in  the  combined 

s t a te - loca l  tax burden -- almost 41 percent; while the top group with 

incomes over $50,000 had t h e  smal les t  increase  i n  tax burden -- about 21 

percent.  

Effect ive Tax Rates on Broad Income 
f o r  Direct Combined S t a t e  and Local 
Taxes Fiscal Years 1982 and 1987 

Income Cl ass 1982- 1987 
Percent 
Change 

Under $5,000 
$5,000 t o  $15,000 

$15,000 t o  $25,000 
$25,000 t o  $50,000 
$50,000 and over 



Chart VI: Comparison of Effective Tax Rates 

for Direct State Taxes, Fiscal Years 1982 and 1987* 


(I) 0 
TI- (I) 

Under $5,000 $25,000 - $50,000 and over 
$50,000 

* Based on Adjusted Broad Income 




Chart VII: Comparison of Effective Tax Rates 

for Direct Local Taxes, Fiscal Years 1982 and 1987* 


Under $5,000 $5,000- $25,000- $50,000and over 
$1 5,000 $50,000 

Based on Adjusted Broad Income 
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CTPS Prog ress i v i  t y  Index 

The f o l  1  owing ana lys i s  is based on the  progressi  v i  t y l r e g r e s s i  v i  t y  

index developed f o r  t h e  f i r s t  Tax P r o f i l e  Study i n  1972. Th is  index i s  

an approximate measure o f  t he  reg ress i v i  t y  o r  p r o g r e s s i v i t y  of each t a x  

expressed as a r a t i o  of t he  r e l a t i v e  tax  burden ( e f f e c t i v e  tax  r a t e  on 

broad income) o f  t he  1  owest income c lass  t o  t h a t  o f  the  h ighes t .  A r a t i o  

o r  index number equal t o  1.0 i n d i c a t e s  t h a t  t h e  tax  be ing  measured i s  

p ropo r t i ona l .  I f  t h e  r a t i o  i s  l e s s  than 1.0 the  t a x  i s  progressive, and 

ifgrea te r  than 1.0 the  t a x  i s  regressive.  The index values f o r  each o f  

t h e  major  s t a t e  and l o c a l  taxes f o r  f i s c a l  years  1982 and 1987 are 

summarized below: 

CTPS P r o g r e s s i v i t y  Index Based on 
Broad Income -- Tax Burden Rat ios  
o f  Lowest t o  Highest Income Class 

S t a t e  Taxes: 
I n d i v i d u a l  Income 
Sales Tax on Households 
Excise Taxes on Households 

D i r e c t  S ta te  Taxes 
Business Taxes 

Tota l  S ta te  Taxes 

Local Taxes: 
Resi den t i  a1 Property  
Sales Tax on Households 
Excise Taxes on Households 

D i  r e c t  Local Sales 
Business Taxes 

Tota l  Local Taxes 

To ta l  S ta te  and Local Taxes 2.03 --iL-55-

The data c l e a r l y  show t h a t  t h e  o v e r a l l  Colorado t a x  s t r u c t u r e  s ince  



1 982 has become more regressive. The CTPS progressi v i  t y l r e g r e s s i  v i  t y  

index based on broad income has r i s e n  s ince 1982 f o r  both  s t a t e  and l o c a l  

taxes. On a  combined basis,  the  index has increased from 2.03 i n  f i s c a l  

1982 t o  2.56 i n  f i s c a l  1987. This means t h a t  the  r e l a t i v e  tax  burden o f  

t h e  lowest c lass  (under $5,000) has r i s e n  from being tw ice  t h a t  o f  the  

h ighest  income c lass  ($50,000 and over) i n  f i s c a l  1982 t o  over two and 

one-half t imes i n  f i s c a l  1987. Th is  increased r e g r e s s i v i t y  o f  the  

o v e r a l l  Colorado tax  s t r u c t u r e  must be a t t r i b u t e d  p r i m a r i l y  t o  the  l o c a l  

t a x  s t ruc tu re .  I n  1988 t h e  r e l a t i v e  l o c a l  tax  burden o f  t h e  lowest  

income stratum was almost th ree t imes t h a t  o f  the  h ighest ,  by 1987 i t  had 

become almost fou r  t imes 1  arger. 

The t o t a l  s t a t e  t a x  burden a l so  has become somewhat more regressive 

s ince 1982, w i t h  the index increas ing from 1.28 t o  1.45. The d i r e c t  

s t a t e  tax  s t ruc ture ,  which was s l i g h t l y  progressive i n  1982 has become 

e s s e n t i a l l y  propor t iona l  1987, w i t h  an index o f  1.04. The data a1 so 

i n d i c a t e  an increase i n  the  reg ress iv i  t y  of the  consumer expenditure 

taxes, p r i m a r i l y  due t o  s t a t u t o r y  r a t e  increases i n  f u e l  and c i g a r e t t e  

taxes enacted s ince f i s c a l  yea r  1982. 

I n  con t ras t  t o  the consumer expenditure taxes, the  s t a t e  i n d i v i d u a l  

income tax  a c t u a l l y  shows an increase i n  progress iv i  t y  -- the  1982 index 

of .12 decl ined t o  .07 i n  f i s c a l  1987. I n  o ther  words, t h e  r e l a t i v e  tax  

burden f o r  households i n  the  lowest  income c lass  was on ly  one-fourteenth 

as l a r g e  as t h a t  f o r  those i n  the  t o p  income category; whereas i n  1982 i t  

was about one-eighth. This increased p rog ress iv i t y  o f  the  income t a x  

must p r i m a r i l y  be a t t r i b u t e d  t o  indexat ion  o f  the  base, r a t e  changes and 

opt iona l  i temizat ions .  While indexat ion  was suspended beginning w i t h  t h e  



1983 re turns ,  p r i o r  indexat ion  s t i l l  impacted the  base. 

In sumrnary i t  i s  evident  t h a t  notwi thstanding the increased 

p r o g r e s s i v i t y  o f  the  s t a t e  i n d i v i d u a l  income tax,  the  o v e r a l l  s t a t e  tax  

s t r u c t u r e  as wel l  as the l o c a l  tax  system has become s i g n i f i c a n t l y  more 

regressive dur ing t h e  past  f i v e  years. 



Text  Footnotes 

1. 	 See Appendix A, Table A-1 f o r  a summary of o f f i c i a l l y - r e p o r t e d  s t a t e  
and l o c a l  n e t  t ax  c o l l e c t i o n  f o r  f i s c a l  years  1982, 1985, 1986 and 
1987 and Table A-2 f o r  a summary o f  these taxes f o r  t he  same years  
ad jus ted  t o  a CTPS r e s i d e n t  l i a b i l i t y  bas is  f o r  purposes o f  t h i s  
study. 

2. 	 See Appendix A, Tab1 e A-1 . Net s t a t e  t a x  c o l l  e c t i o n  are  exc lus i ve  o f  
s t a t e  e s t a t e  taxes and p a r i  -mutuel b e t t i n g  taxes which t o t a l e d  $27.4 
m i l l i o n  i n  f i s c a l  yea r  1987. 

3. 	 R e c o n c i l i a t i o n  o f  repor ted  n e t  t ax  c o l l e c t i o n s  w i t h  ad jus ted  t a x  
1 i a b i l i  t i e s  o f  r e s i d e n t  taxpayers a t  t h e  s t a t e  l e v e l  i s  shown i n  
Appendix A, Table A-3 and a t  t he  l o c a l  1 eve1 i n  Table A-4. 

4. 	 See Appendix A f o r  .the methodology and assumption used f o r  t h e  
a1 1 ocat ions  o f  s p e c i f i c  taxes between household and businesses. 

5. 	 A s i m i l i a r  o f f s e t t i n g  assumption i s  n o t  requ i red  f o r  t h e  d i r e c t  
t a x a t i o n  o f  non-residents. As ind ica ted ,  an est imate o f  t h e  Colorado 
taxes p a i d  by non-residents (e.g., t o u r i s t s  i n  Colorado) has been 
excluded from the  ad jus ted  t o t a l s  o f  s t a t e  and l o c a l  taxes. 
S i m i l a r l y ,  taxes p a i d  e l  sewhere by Colorado res iden ts  as o u t  o f  s t a t e  
t o u r i s t s  are n o t  considered p a r t  o f  t he  Colorado t a x  burden s ince  
they are n o t  imposed by Colorado j u r i s d i c t i o n s .  

6. 	 The separate r e p o r t  presents a d e t a i l e d  ana lys i s  o f  t he  s t a t e  
ind i  v i  dual income tax. See Colorado Department o f  Revenue, Col orado 
S t a t i s t i c s  o f  Income. I n d i v i d u a l  Income Tax Returns F i l e d  i n  F i s c a l  
Year 1986-81, Col orado Legi s l a t i v e  Counci 1 Research Pub1 i c a t i o n  No. 
323, January 1988, Denver, Colorado. 

7. 	 For  purposes of t h i s  study, a l l  non-resident t ax  r e t u r n s  were 
excluded. They represented two percent  of t h e  r e t u r n s  f i l e d  and one 
percent  of t h e  repo r ted  income and tax  1 i a b i l  i t y .  

8. 	 U.S. Department of Comnerce, Survey of Current  Business, August 1987, 
p.44. 

9. 	 See Appendix B f o r  a d e s c r i p t i o n  and d e r i v a t i o n  o f  the  "adjusted 
broad income" measure. 

10. 	 The re1 a t i v e l y  small average income t a x  f o r  households i n  t h e  lowest  
income c l a s s  i s  p a r t l y  due t o  t h e  f a c t  t h a t  nea r l y  two- th i rds  o f  t a x  
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APPENDIX A 

METHODOLOGY USED FOR ADJUSTNENT 

AND APPORTIONMENT OF STATE AND LOCAL TAXES 


BETWEEN HOUSEHOLDS AND BUSINESS 


The s t a t e  and l o c a l  t a x  1 i a b i l  i t i e s  o f  Colorado res iden t  taxpayers 

f o r  f i s c a l  year  1987 used as the  bas is  f o r  t h e  present study were 

developed from o r i g i n a l  data obtained from a v a r i e t y  o f  sources. The 

s t a t e  and federa l  i n d i v i d u a l  income t a x  data f o r  Colorado households were 

der ived from a s t r a t i f i e d  random sample o f  19,119 s t a t e  tax re turns .  A 

d e s c r i p t i o n  of t he  sampl i n g  method01 ogy and s t a t i s t i c a l  re1 i a b i l  i t y  o f  

t h e  income t a x  data are provided i n  the  Appendix o f  the 1986-87 Colorado 

S t a t i s t i c s  of Income r e p o r t  on i n d i v i d u a l  income t a x  re tu rns  f i l e d  i n  

f i s c a l  year  1987. S ta te  and l o c a l  revenue data on a c o l l e c t i o n  bas is  

were obtained from the Colorado Sta te  Department o f  Revenue, t h e  D i v i s i o n  

o f  Accounts and Contro l ,  the  D i v i s i o n  o f  Property Taxation, the  

Department of Local A f fa i r s  and the  C i t y  of Denver Finance Of f ice .  These 

data are  summarized and presented i n  Tab1 e A-1 . I n  order  t o  pu t  t he  data 



Adj ustrnent and C l  assi fic a t i  on of S ta te  Taxes 

The adjustments made i n  s t a t e  taxes and the  a l l o c a t i o n  of t h e  

ad jus ted taxes between those l e v i e d  on households ( d i r e c t  taxes) and 

those l e v i e d  on business ( i n d i r e c t  taxes)  are  presented i n  Table A-3. 

The base f i g u r e s  f o r  "Reported Net Tax Co l l ec t i ons "  are exc lus ive  o f  

nonal 1  ocabl e  s t a t e  i nhe r i t ance  and g i f t  taxes, hunt ing  and f i shi  ng 

1  icense fees and p a r i  -mutuel b e t t i n g  taxes. A1 1  o the r  nonal locab l  e  

and/or nontax revenues were t r e a t e d  as adjustments t o  the  repor ted  n e t  

c o l 1  e c t i  ons. These items represented sal es t a x  assessments, penal t i e s  

and i n t e r e s t ,  a u d i t  de f i c ienc ies ,  and sales and motor veh ic le  taxes 

c o l l e c t e d  by the  Revenue Department f o r  l o c a l  j u r i s d i c t i o n s .  These 

adjustments amounted t o  $46.6 m i l l  i o n  i n  f i s c a l  yea r  1987. 

Income t a x  c o l l e c t i o n s  f o r  any given year  i n  an expanding economy 

w i l l  exceed t h e  actual  income t a x  l i a b i l i t y  i ncu r red  on t h e  previous 

y e a r ' s  income because o f  t a x  w i thho l  d i  ng and dec la ra t i on  o f  est imated 

taxes. I n  f i s c a l  year  1987 t h e  repor ted  n e t  income t a x  c o l l e c t i o n s  were 

s i g n i f i c a n t l y  l a r g e r  than l i a b i l i t i e s .  There a l s o  was an excess cash 

f low from the  severance tax.  Combined, these adjustments amounted t o  

$72.6 m i l  1  i o n  o r  th ree  percent  o f  t h e  repor ted  s t a t e  c o l l e c t i o n s .  

The est imates o f  non-resident taxes by major source were as fo l l ows :  

Do1 l a r  Amounts i n  M i l  1  ions  
1982 1985 1987 

Non-Resident Taxes 
I n d i v i d u a l  Income 
R e t a i l  Sales and Tourism 
Motor Fuel 
C iga re t te  and Tobacco 
A1 coho1 i c  Beverage 

Tota l  
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The non-resident i n d i v i d u a l  income tax  was der ived from t h e  CTPS 

income t a x  analys is .  The non-resident sales t a x  est imate was based on 

in fo rmat ion  provided f o r  the Colorado Tourism Board by the  U.S. Travel 

Data Center i n  two repor t s  A P r o f i l e  of U.S. Travel To and Through 

Colorado, 1984 and The Economic Impact of Travel on Colorado Counties, 

-1984, pub1ished i n  October 1985 and December 1985 respec t i ve l y .  The 1982 

data were based on in format ion  provided by a  d i f f e r e n t  source and are n o t  

s t r i c t l y  comparable. 

The r a t i o  of non-resident sales tax  c o l l e c t i o n s  t o  t o t a l  sa les tax  

c o l l e c t i o n s  d i r e c t l y  a l l o c a t e d  t o  households was used as the  bas is  f o r  

es t ima t ing  non-resi dent exc i  se taxes on motor fue l ,  c i g a r e t t e s  and 

a1 coho1 ic beverages. 

The f i n a l  adjustment f o r  purposes o f  r e s i d e n t  tax  burden ana lys i s  was 

t h e  a d d i t i o n  o f  vendor discounts on sales, motor f u e l  and c i g a r e t t e  taxes 

re ta ined  by merchants as compensation f o r  t h e i r  c o s t s  o f  t ax  c o l l e c t i o n .  

Th is  component of t h e  tax  burden i s  no t  inc luded i n  e i t h e r  t h e  gross o r  

n e t  taxes repor ted  by the  Department of Revenue. Vendor d iscounts on 

s t a t e  t a x  c o l l e c t i o n s  f o r  f i s c a l  1987 were as fo l lows:  

D o l l a r  Amounts i n  M i l  1  i ons  
1982 1985 1987' 

Vendor D i  scounts 
R e t a i l  Sales 
Motor Fllel 
C i g a r e t t e  and Tobacco 

Tota l  

On the bas is  o f  a l l  o f  the  above adjustments, the  est imated s t a t e  t o t a l  

tax  l i a b i l i t y  averaged 90 percent  o f  t he  repor ted  ne t  t a x  c o l l e c t i o n s .  



Table A-3 a lso  shows t h e  apportionment o f  t h e  ad jus ted  s t a t e  taxes 

between r e s i d e n t  households and business. For  t h e  purposes o f  t h i s  

study, t h e  i n d i v i d u a l  income t a x  and excises on c i g a r e t t e s  and a l c o h o l i c  

beverages were t r e a t e d  as d i r e c t  1 ev ies  on Col orado r e s i d e n t  households. 

The corpora te  income tax,  insurance, severance and a1 1 o the r  f ranch ise  

and regu l  a t o r y  busi  ness taxes were c l  ass i  f ied as ind i  r e c t  o r  business 

taxes s ince  such taxes u l t i m a t e l y  are borne by i n d i v i d u a l s  i n  t h e  form o f  

increased market p r i c e s  o r  decreased d i  v i  dends o r  undi s t r i  buted corpora te  

earnings. The remaining major  s t a t e  taxes -- t h e  sa les  and use and t h e  

highway user  taxes -- were apport ioned between these two broad tax  

ca tego r ies  on t h e  bas i s  o f  i n fo rma t ion  prov ided by t h e  O f f i c e  o f  Tax 

Analys i  s  o f  t h e  Col orado Department o f  Revenue. The apportionment o f  

s t a t e  sa les  and highway user  taxes between households and business f i r m s  

f o r  f i s c a l  1987 are  shown i n  Table A-5. 

Adjustment and C l a s s i f i c a t i o n  of Local Taxes 

Tax c o l l e c t i o n s  o f  l o c a l  governments were t r e a t e d  i n  a mariner s i m i l a r  

t o  t h a t  descr ibed above f o r  ad jus t i ng  and a l l o c a t i n g  s t a t e  taxes. 

Colorado l o c a l  governments genera l l y  operate on a calendar yea r  b a s i s  and 

t h e  most recent  data a v a i l a b l e  on a uni form statewide bas i s  were f o r  

ca lendar year  1986 which over laps f i s c a l  year  1987 by s i x  months. A 

summary o f  t h e  adjustments made t o  these l e v i e s  and t h e i r  apportionment 

between households and business are shown i n  Table A-4. 

The s p e c i f i c  adjustments made i n  l o c a l  taxes f o r  t h e  CTPS study were 

as fo l lows:  t h e  exc lus ion  of t h e  employee share o f  t h e  Denver c i t y  



occupation t ax  s ince  these  l e v i e s  could not  be a l loca ted  by income 

c l a s s e s ;  t h e  exclusion of est imated non-resident s a l e s  and c i g a r e t t e  

t axes  based on t h e  method used f o r  computing non-resident s t a t e  t axes ;  

t h e  reduction of t h e  r e s i d e n t i a l  property tax  by t h e  s t a t e  o ld  age 

property t a x  c r e d i t s  f o r  t h e  y e a r ;  and t h e  add i t ion  of vendor discounts  

on loca l  s a l e s  and c i g a r e t t e  taxes .  

The adjus ted  loca l  t ax  t o t a l s  a l s o  were apportioned between 

households and business f i rms.  C iga re t t e  t axes  were cl  a s s i f i e d  a s  d i r e c t  

l e v i e s ;  a l l  u t i l i t y ,  f r anch i se  and regula tory  taxes  a s  i n d i r e c t .  The 

s p e c i f i c  ownership t a x  was a l l o c a t e d  on t h e  b a s i s  of motor vehic le  

1 icense.  Also, t h e  two major sources of loca l  t a x  revenues -- property 

and s a l e s  taxes  -- were sepa ra te ly  apportioned between houseliolds and 

business. The loca l  s a l e s  t a x  was apportioned on t h e  b a s i s  of t h e  r a t i o s  

described above f o r  a l l o c a t i n g  t h e  s t a t e  s a l e s  and use tax.  The 

a l l o c a t i o n  of the  r e s i d e n t i a l  port ion of t h e  property t a x  by income c l a s s  

i s  shown i n  Table A-6. The a l l o c a t i o n  assumed t h a t  property taxes  on 

renter-occupied housing u n i t s  were s h i f t e d  forward and t h a t  such average 

taxes  genera l ly  were smal ler  than those  on owner-occupied u n i t s  of 

f a m i l i e s  of comparable income and household s i z e .  The 1987 Colorado 

S t a t i s t i c s  of Income r e p o r t  on individual  income t a x  r e t u r n s  f i l e d  i n  

f i s c a l  y e a r  1987 provided t h e  bas ic  da ta  on household real  e s t a t e  t ax  

deductions taken on itemized re tu rns  c l a s s i f i e d  by adjus ted  gross  

income. The r a t i o  of taxpayers  report ing such deductions t o  the  t o t a l  

number of taxpayers  i n  each stratum varied di r e c t l  y and s i g n i f i c a n t l y  

with t h e  level  of income. 



TABLE A-1. SUMMARY OF STATE AND LOCAL TAXES AS REPORTED 

BY STATE AGENCIES,d/ FISCAL YEARS 1 982, 1 985, 1 986 AND 1 987 


S t a t e  Taxes: 
I ncorne ~axes!?/ 
Sales  and US&/ 
Highway User 
Insurance Tax 
Cigaret te  Tax 
A1 coho1 i c Beverage 
Severance 
Other Business Taxes 

Total S ta te  Taxes 

Local Taxes: 
Property Taxes 
Sales  and Use 
C i  g a r e t t e  taxes 
Specific Ownership 
Denver Occupation 
Other Business Taxe S 

Total Local Taxes 

S t a t e  and Local Taxes: 
P r o ~ e r t v  Taxes 
s a l e s  a i d  ~ s e c /  
Income ~axesh?  
Highway user!/ 
Other Business axe&/
Other Excise axe sf/

Total S ta te  & Local 

Fiscal Years 

1982 1985 1 986 1987 

( m o n e y  arnolKE i n m i  1 l i o n s  of do1 l a r s 7  


201 .2  
62.5 

$3,442.0 


-a/ As reported by the  Colorado Department of Revenue, the  U i  v i  sion of 
Accounts and Control, the  Division of Property Taxation and t he  
Department of Local Affairs .  The 1982 spec i f ic  ownership tax has 
been adjusted based on addit ional  accounting information. 

-b/  Includes surtax and corporate income tax. 
-c / Incl udes tourism tax.  
-d/ Includes 1 ocal spec i f i c  ownership. 
-e/ Incl udes insurance, severance, corporate franchi se ,  occupation, 

m i  s ce l l  aneous regulatory business taxes. 
-f / c iga re t t e .  



TABLE A-2. SUMMARY OF COLORADO STATE AND LOCAL TAXES 

AS ADJUSTED FOR COLORADO TAX PROFILE STUDY, 


FISCAL YEARS 1982, 1985, 1986 AND 1987 


Fiscal  Years 
Y T 
(Money a m o u x i  n m i  11 i F o f  do1 1 a'-

S t a t e  Taxes: 
Income ~ a x e s a /  $ 558.7 $ 926.0 $ 958.7 $1,045.5 
Sales  and US&/ 584.4 649.3 641.9 612.6 
Highway User 184.1 241.2 249.1 376.4 
Insurance Tax 46.7 63.2 73.6 83.9 

g a r e t t e  Tax 18.1 31.7 30.7 44.7 
coholic Beverage 22.2 21.4 20.5 19.8 

Severance 41 .9  20.6 18.7 10.0 
0t.her Business Taxes 

Local 
Property Taxes $1,201 .9 
Sales and Use 394.3 
Cigare t t e  taxes  16.9 

Denver Occupation 6.2 
O t  

S t a t e-

property Taxes. $1,201.3 

I ncome ~axes:! 558.7 

Taxes: 

m i  f i c  ownershi 103.7 

.her h s i  ness Taxes 69.6 
Total Local Taxes 

and Local Taxes: 

l e s  and ~ s e k l  978.7 

- -  

$1,624.5 
630.3 

15.3 

6.5 

$1,624.5 

926.0 

136.7 

138.0 
'$=3 

1,279.6 

$1,804.2 $1,930.2 
637.2 666.2 

14.9 14.1 

6.6 6.7 

$1,804.2 $1,930.2 

958.7 1,045.5 

146.6 157.6 

127.6 133.3
$?,m 

1,279.1 1,278.8 

.her Excise ~ a x e s f l  57.2 
Total S t a t e  & Local 

o the r  Business ~ a x e s g  177.1 
68.4 

-A-

66.1 78.6 
$5.116,1-

243.1 

-- 

Includes sur tax  and corporate income tax .  

Incl udes tour i  sm tax.  

The 1982 amount has been adjusted based on addit ional  accounting 

information. 

Includes 1 ocal s p e c i f i c  ownership. 

Incl udes insurance, severance, corporate, franchi s e ,  occupati on, 

m i  s c e l l  aneous regulatory business taxes. 

Cigare t te  and a lcohol ic  beverage taxes .  




TABLE A-3. SUMMARY OF COLORADO STATE TAXES 

ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESS, 


FISCAL YEARS 1 982, 1 985, 1 986 AND 1 987 


F i s c a l  Years 
1982 1985 1986 1981 
(Money a m o u c i  n m i l  lions o f  d o l l a r s )  

Adjustments: 
Non-tax Revenues 
Excess Col 1 e c t i o n s  over 
Tax L i  ab i  1 ities -84.8 -78.4 -83.8 -72.6 
Non-resident Tax 
C o l l e c t i o n s  -57.9 -1 26.4 -1 29.5 -1 46.5 
Vendor's D i  scounts on 
Sales and Excise Taxes +21 .9 +25.8 +25.3 +27.3 

Tota l  Adjustments -14318 -226.1 - 5' - 4 

Tota l  S ta te  Taxes: 	 $1,468.7 $1,978.3 $2,393.4 $2,208.0 

Taxes on Resident Housqholds: 
I n d i v i d u a l  Incorn&/ $ 483.1 $ 842.1 $ 882.2 $ 942.6 
Sales and Use & Tourism 348.4 418.6 418.4 41 5.7 
Highway ~ s e r k /  101.2 131.7 137.6 219.8 
C i a a r e t t e  & Tobacco 18.1 31.7 30.7 44.7 
A1 coho1 i c  Beverage 22.2 21.4 20.5 19.8 

To ta l  Iiousehold Taxes '$973.0m$1,642.6$1,489.4 

Taxes on Business: 
Corporate 1ncome~/ 
Sales and Use 
Highway user!/ 
Insurance 
Severance 

a/ 	 Inc ludes  sur tax .  
-F/ 	 Inc ludes  a l l o c a t i o n  of fue l  taxes, motor v e h i c l e  l i censes  & 

o p e r a t o r ' s  fees, sa fe t y  i nspec t i ons  and o t h e r  motor  v e h i c l e  fees. 
C /  I n c l  udes f i d u c i a r i e s .  a/-	 I n  a d d i t i o n  t o  a l l o c a t e d  highway user  taxes 1 i s t e d  above, i nc ludes  

speci a1 fue l .  



- - 

TABLE A-4. SUMMARY OF COLORADO LOCAL TAXES 

ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESS, 


FISCAL YEARS 1982, 1985, 1986 AND 1987 


F i sca l  Years 
1982 1985 1986 l 9 8 /  
(Money amounts i n  m i l l  i ons  o f  d o l l a r s )  

Reported Net  Col 1 e c t i  o n s i l  $1,829.4 $2,614.9 $2,806.5 $2,982.3 

Adjustments: 
Nonal l  ocabl e ~ a x e s k l  
Non-resident Taxes -25.8 -61.9 -65.4 -73.7 
Old Age Property  Tax C r e d i t  -1 5.4 -1 3.6 -1 3.2 -12.9 
Vendor's D i  scounts on 
Sales and Excise Taxes +12.4 +19.8 +17.2 +20.7 

To ta l  Adjustments -36.7 - 1 

Tota l  Local Taxes: $1,792.7 $2,551.3 $2,737.1 $2,908.2 

Taxes on Resident Househol ds: 
Res iden t i a l  Proper ty  $ 633.4 $ 757.9 $ 833.7 $ 902.3 
Sales and Use 233.8 386.8 396.1 427.2 
C i  g a r e t t e  16.9 15.3 14.9 14.1 
Speci f ic Ownership 94.4 129.4 137.6 150.1 

Tota l  Household Taxes 

Taxes on Business: 

3-
 $1,289.4 $1,493.-


Non-res ident ia l  Proper ty  $ 568.5 $ 866.6 $ 970.5 $1,027.9 
Sales and Use 160.5 243.5 241.1 239.0 
Other  Business ~ a x e s ~ l  85.2 151.8 143.2 147.6 

Tota l  Business Taxes 

-a1 

3-
 31,261.9 '$1,354.-8' 


1982 has been ad jus ted  based on a d d i t i o n a l  account ing i n fo rma t ion  
r e l a t i n g  t o  s p e c i f i c  ownership taxes. 

-bI Represents employee's share o f  Denver Occupation Tax. 
c/ Inc ludes  business share o f  Spec i f i c  Ownership Tax & Denver 

Occupation Tax. 



- - 

TABLE A-5. APPORTIONMENT OF COLORADO STATE SALES AND HIGHWAY 

USER TAXES BETWEEN HOUSEHOLDS AND BUSINESS, FISCAL YEAR 1987 


R a t i o  o f  
Households ( Do1 1 a r  Amounts (Thousands) 

t o  Business To ta l  Househol ds Business 

A. Sales and Use Taxes: 

Food and apparel  
Personal se rv i ceIS and misc. 

r e t a i l  t r a d e  
General mdse., f u r n i t u r e ,  appl iances, 

autos, au to  p a r t s  and accessor ies 
E a t i n g  and d r i n k i n g  p laces  
Hote l  s and 1 odgi ng 
F i  nance , insurance and r e a l  es ta te ,  

NCE 
E l e c t r i c ,  gas, communications, 

t r a n s p o r t a t i o n ,  u t i  1 it i e s  
B l  dg. m a t e r i a l  s, hardware and farm 

equipment 
Agr., min ing,  cons t ruc t i on ,  mfg., 

whsle. t r a d e  

Net  Sales Tax 	 -- $61 9,677 $437,456 $1 82,221 

Less: Non-res ident  Tax 67/33 -96,630 -64,410 -32,220 
P lus :  Net  use t a x  42/58 68,871 28,679 40,192 

Vendors D i  scounts ( Res) 67/33 19,263 12,941 6,322 
To ta l  Res iden t  Sales and Use Tax 68/32 	 F414,666- m-

B. Highway User Taxes: 

Motor  f u e l  taxes  75/25 $255,355 $1 91,516 63,839 
Motor v e h i c l e  opera to rs  1 icenses 

and o t h e r  fees 70130 75,351 52,746 22,605 
Spec ia l  f u e l  and t o n  m i l e  taxes 011 00 68,222 -- 68,222 
Reported highway user  t axes  	 -- $348,928 $244,262 -6 

Less: 	 Non-res ident  motor  f u e l  taxes  100/0 -28,727 -28,727 --
P l  us: 	 Vendor 's d i scoun ts  on motor  

f u e l  72/28 5,870 4,216 1,654 
Vendor's d iscounts  on 
spec ia l  f u e l  	 011 00 368 368 


-= l?Km-- 6376.39
To ta l  Resident  Highway User TAxes 



TABLE A-6. DERIVATION OF COLORADO RESIDENTIAL PROPERTY TAXES, FISCAL YEAR 1987 


Number of Resident Returns: 
With r e a l  e s t a t e  t ax  deduct ions 

on it e n i  zed re tu rn&/  
A1 1 o t h e r  households 

To ta l  househol ds 
Percent  of t o t a l  w i t h  r e a l  

Es ta te  Deductions 

Average Proper ty  Taxes: 
Average p rope r t y  t ax  on r e t u r n s  

w i t h  r e a l  e s t a t e  t a x  deduct ion 
Average p rope r t y  t ax  i r n ~ u t e d  

t o  a1 1 o t h e r  households 
Average p rope r t y  t ax  on a l l  

househol dsb/ 

01 Tota l  Proper ty  Taxes ( i n  thousands): 4 

househol ds WI t h  it e m ~zed 
deduct ions 

Hl i ~ . i ; r l t . i - t ivd~?i !31d~ 
Tota l  Tax Unadjusted 

Percent  D i	s t r i b u t i  on o f  

To ta l  Tax 


D i s t r i  b u t  i o n  of CTPS Proper ty  Tax 
Less: 01 d Age Proper ty  Tax C r e d i t  
Net Proper ty  Tax 

Percent D i s t r i b u t i o n  o f  Net Tax 

.. .
Under 

$5,000 

Adjusted Gross Income Classes 
$5,000 $1 5,000 $25.000 $50,000 

and over  To ta l-
16,482 

287,860 
304,342 

116,475 
lO,93O 

127,405 

583,260 
823,688 

Y 406,948 

5.4% 91 .4% 41 .5% 

$ 691 

309 

$ 329 

$ 1,438 

9 70 

$ 1,398 

$ 932 

451 

$ 651 

$1 1 ,388 
88,814 

$IUU,CVL 

10.95% 

$1 00,202 
-1 2,841 

= z E E  
9.68% 

-- 

$1 67,460 
10,599 

$178,059 

19.46% 

$1 78,059 

mag 
19.73% 

$ 543,770 
371,450 

$ 91 5,220 

100.00% 

$ 915,220 
-12,907 --= 

100.9% 



APPENDIX B 


DERIVATION OF HOUSEHOLD INCOME AND ALLOCATION 

OF TAXES BY MAJOR INCOME CLASSES 


The degree t o  which a " tax p r o f i l e '  represents t h e  ac tua l  burden o f  

s t a t e  and l o c a l  taxes borne by t h e  var ious  economic c lasses depends no t  

on ly  on how accura te ly  t h e  income and t a x  data a re  measured, b u t  on the  

v a l i d i t y  o f  the  income concept and the  reasonableness o f  the  tax 

a1 l o c a t o r s  developed f o r  t h e  ana lys is .  This appendix describes both  t h e  

income measure and t a x  a l l o c a t i o n s  used f o r  t h i s  study. 

Income Measures f o r  Tax Burden Analysis 

I t  should be noted t h a t  t h e  adjusted gross income repor ted on income 

t a x  r e t u r n s  i s  no t  an adequate measure o f  income f o r  t a x  burden ana lys is  

because o f  d i f ferences between t h e  economic and s t a t u t o r y  d e f i n i t i o n s  o f  

income. The l a t t e r  excludes var ious forms o f  money income which are 

considered t o  be p r i m a r i l y  t rans fe r  payments, such as p u b l i c  and p r i v a t e  

we l fa re  payments, soc ia l  secu r i t y  payments, veterans benef i ts ,  and 

unemployment compensation and o the r  excluded forms o f  income such as 

c a p i t a l  gains and i n t e r e s t  on p u b l i c  debt. I n  cont ras t ,  the  economic 

concept o f  income (e.g., the  personal income measure i n  the  na t iona l  

income accounts), i n  a d d i t i o n  t o  t r a n s f e r  payments, inc ludes sundry forms 

o f  imputed income, such as imputed r e n t  on owner-occupied residences and 

i n t e r e s t  on insurance and savings. The magnitude of the  d i f fe rence 

between these measures f o r  Colorado i s  i nd i ca ted  by the  f a c t  t h a t  f o r  

f i s c a l  1987 the  t o t a l  adjusted gross income repor ted on s t a t e  income t a x  



re tu rns  represented only 65 percent of the  t o t a l  personal income f o r  

Colorado a s  estimated by the U.S. Department of Commerce.-1/ 

Intermediate measures of money income a l so  have been based on sample 

surveys conducted by government agencies. Such money income measures a r e  

generally i n  accord with the  popular concept of income since they exclude 

imputed income but include nontaxable money t r ans f e r s  as  well as tax 

exempt i n t e r e s t ,  dividends and capi ta l  gains. 

In order t o  obtain an a l t e rna t i ve  measure which would more c losely  

correspond t o  the conventional concept of i ncome and provide a broader 

base than the  adjusted gross income reported on Colorado income tax 

re turns ,  an adjusted broad income measure has been developed. .A recent 

study by the  Bureau of the  Census provides a de ta i l ed  analysis  of 

household money income f o r  a1 1 famil ies  and unrelated individuals in the 

United S t a t e s  f o r  1986.21 In t h i s  repor t  the sources of income were 

c l a s s i f i e d  by Census money income leve l s .  After converting the  money 

i ncome i nto corresponding adjusted gross i ncome c l  asses,  the  Census r a t i o  

of t r ans f e r  income t o  earned income was applied t o  the 1986 adjusted 

gross income reported by Colorddo households in 1987. 

In addit ion t o  the  above money t r ans f e r  income adjustment, the  CTPS 

adjusted broad income measure includes an estimate of the tax exempt 

cap i ta l  gains,  dividends, i n t e r e s t  and other  money income s t a t u t o r i l y  

excluded from adjusted gross income. An estimate of such nontransfer 

income f o r  Colorado was derived from the  "tax expenditure" data presented 

i n  the U.S. Treasury, Special Budget Analysis Fiscal Year 1988.-31 

Nontransfer money income excl uded from adjusted gross income, i n  turn, 

was a l located among the  income s t r a t a  on the basis  of the  d i s t r ibu t ion  of 



proper ty  income, c a p i t a l  gains and i n t e r e s t  on p u b l i c  debt  repor ted  by 

the Bureau of t he  Census and t h e  U.S. Congressional Budget Office.- 41 

A summary of the f i n a l  adjustments made t o  the  CTPS 1986 adjusted 

gross incorne i n  order  t o  de r i ve  the  corresponding ad jus ted broad income 

measure used as the a1 t e r n a t i v e  base i s  shown i n  the  f o l l o w i n g  tab le :  

TABLE 8-1. DERIVATION OF ADJUSTED BROAD INCOME FOR THE 
COLORADO TAX PROFILE STUDY, FISCAL YEAR 1987 

A- B C D E-
Average R a n  o f  R a n  o f  In G e  Average 

Adjusted Excluded Excl uded Expansion Broad 
Gross Tax Exempt Transfer  Factor  Income 

Income C l  asses Inc ome?! Inc om&/ Inc om&/ (1 +B+C) (A+D 1 

Under $5,000 $ 2,065 0.0676 1 .3O78 2.3754 $ 4,905 
$5,000 t o  $15,000 9,640 0.041 5 0.2963 1.3378 12,896 

$15,000 t o  $25,000 19,764 0.0377 0.1099 1 . I476 22,681 
$25,000 t o  $50,000 35,263 0.0332 0.041 4 1 .O746 37,894 
$50,000 and over 84,048 0.1316 0.01 53 1 . I469 96,395 

Tota l  s $22,952 0.0686 0.091 4 1.1643 $26,723 

!3/ Based on t o t a l  r e s i d e n t  re turns .  

bl Capi ta l  gains, dividends, i n t e r e s t  on p u b l i c  debt  


and o t h e r  excluded income. 
-c l Weighted t o t a l s  and r a t i o s  based on t o t a l  d o l l a r  amounts. 

The Consumer Expendi t u r e  P r o f i l e  

I n  order  t o  a l l o c a t e  Colorado s t a t e  and l o c a l  expendi ture taxes on 

r e t a i l  sales, c iga re t tes ,  l i q u o r  and gasol ine as we l l  as business taxes 

s h i f t e d  forward t o  consumers, i t  was necessary t o  develop an appropr ia te  

consumer expendi t u r e  prof  i1 e of Colorado househol d expenditure, 

c l a s s i f i e d  by household income leve l .  The most comprehensive data on 

consumer spending by American households are provided by the  U.S. Bureau 

of Labor S t a t i s t i c s '  consumer expenditure survey f o r  1984.5' The 



househol d expendi ture and income date conta ined i n  these r e p o r t s  were 

used as t h e  bas i s  f o r  a l l o c a t i n g  the  sales, exc ise  and i n d i r e c t  business 

taxes among households a f t e r  t h e  income measures were made comparable and 

the  1984 expendi ture o u t l a y s  updated f o r  p r i c e  l e v e l  changes. I n  accord 

w i  t k  t he  d e f i  n i  t i o n s  of taxabl  e commodi t i e s  and serv ices  under Col o rado 's  

p resent  s ta tu tes ,  the est imated average househol d expendi t u res  were 

c l  ass i  f i e d  in t o  taxab le  and nontaxable categor ies.  These average data 

were then used t o  de r i ve  t h e  t o t a l  expenditures f o r  each major category 

of  spendi ng, c l  ass i  f i e d  by income l e v e l  , in order  t o  o b t a i n  the  c u r r e n t  

p a t t e r n s  of  consumpti on expendi tures o f  Colorado households. 

The s p e c i f i c  I 986  consumer expendi t u r e - i  ncome r a t i o s  devel oped f o r  

t h e  CTPS ana lys i s  a re  summarized below: 

TABLE 8-2. RATIOS OF CONSUMER EXPENDITURES TO ADJUSTED GROSS 

INCOME AND ADJUSTED BROAD INCOME USED I N  THE COLORADO 


TAX PROFILE STUDY, FISCAL YEAR 1987 


Col orado Consumer 
Expenditures as Ra t ios  o f :  

Adjusted Adjusted 
Broad Income Broad Income 

Taxabl e Tota l  Taxabl e To ta l  
Expendi - Expendi- Expendi - Expendi -

Income C l  asses tu res  tu res  tu res  t u r e s  

Under $5,000 1.776 4.81 4 0.748 2.026 
$5,000 t o  $1 5,000 0.699 1 .801 0.522 1 .346 

$15,000 t o  $25,000 0.475 1 . I17 0.41 4 0.973 
$25,000 t o  $50,000 0.396 0.850 0.368 0.791 
$50,000 and over 0.279 0.567 0.243 0.494 

Tota l  0.430 0.980 0.369 0.841 

Tax A l l o c a t o r s  Used f o r  Burden Ana lys is  

The a l l o c a t i o n s  o f  i n d i v i d u a l  s t a t e  and l o c a l  taxes by income c l a s s  



were made on the following basis: 

0 	 Individual income tax -- allocation obtained d i r ec t l y  from the CTPS 

independent analysis of a s t r a t i f i e d ,  random sample of 1986 Colorado 

individual income tax returns f i l e d  i n  f i sca l  year 1987 and prepared 

by the Department of Revenue fo r  the report ,  Colorado S t a t i s t i c s  of 

Income, Individual Income Tax Returns, Fiscal 1986-87. A descri ption 

of the sample and i t s  s t a t i s t i c a l  re1 i a b i l i t y  i s  presented i n  

Appendix B of t h a t  report. 

a 	 Sales and use taxes -- the d i r ec t  portions of s t a t e  and local sa les  

taxes were allocated on the  basis  of r a t i o s  of taxable consumer 

expenditures t o  adjusted gross income developed from U.S. Bureau of 

Labor S t a t i s t i c s ,  1984 Survey of Consumer Expenditures updated t o  

1986 for  price level changes. The ind i rec t  portions of these taxes 

were allocated by to ta l  consumer expenditure r a t i o s  since such taxes 

represent business cos t s  assumed to  have been sh i f ted  forward t o  

consumers. 

a 	 Excise taxes -- the  c igare t te ,  alcohol i  c  beverage, spec i f ic  

ownership and the  d i r ec t  portions of highway user tax a l so  were 

a1 1 ocated on the basi s  of updated Survey of Consumer Expenditure 

data.  Ratios of consumer expenditure fo r  these par t icu la r  i  tems t o  

adjusted gross income were developed and applied t o  the CTPS tax 

data. The ind i rec t  portion of t he  highway user taxes was allocated on 

the  basis  of t o t a l  consumer expenditure r a t i  0s. 



e Property taxes -- the allocation of residential property taxes by 

income classes were based on the CTPS individual income t a x  analysis 

which provided detailed data on the number and amount of real estate 

tax deductions reported on itemized returns. Additional i nfomation 

was based on simulated real estate taxes for owner and renter 

occupied housing units provided by the U.S. Bureau of Census Annual 

Housing ~urve~s .61  Non-resi dential property taxes were d l  1ocated 

on the same basi s as other business taxes, i .e. , the ratios of total 

consumer expenditures t o  adjusted gross income. 

e Corporate income t a x  -- one-half of this tax was assumed t o  be 

shifted forward t o  consumers and a1 located on the same basis as the 

other indirect taxes described above. The remainder was assumed t o  

be borne by equity stockholders and allocated on the basis of the 

distribution of family property income from interest, dividends and 

rents as reported by the Bureau of the census.Y 

e Other business taxes -- This category includes all taxes levied on 

business firms other than the corporate income tax. As in the case 

of a l l  other business costs, these business taxes were assumed t o  be 

indirectly borne by households and accordingly were a1 located on the 

basis of  the ratios of t o t a l  consumption expenditures t o  income. 
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