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Taxes and Debt 

The U.S. probably has the most massive, byzantine, complex and corrupt taxation system on Earth, and 

its governments and most of its citizens are inundated under crushing financial debt, with few savings.   

U.S. federal, state and local tax codes fill books that fill stacks of shelves in legal libraries.  The U.S. tax 

code is more than 10 million words,963 about 75,000 pages, that would fill 3-hundred 250-page books, 

growing at a rate of 144,500 words a year since 1955, not including a gynormous body of case law. 964  

There are more than 100 pages of instructions for the basic 1040 individual tax form alone.965  Then, 

there are many hundreds of volumes of rules for state and local income, sales and other taxes and fees.  

Is this most complex tax code ever our great work, like ancient civilizations had great stone temples? 

People in the U.S. spend about 9 billion hours a year working on taxes, which at $10 an hour would be 

worth $90 billion dollars (8% of FADS, what the federal government spends on transportation annually), 

and $30 billion on tax software, services, supplies and other filing expenses (3% of FADS), every year.966  

Individual tax returns can be more than a hundred pages.  A whole industry just helps people file taxes. 

It’s incented to have tax system complexity, because that creates needs for it, and revenues and profits.  

90% in the U.S. pay for software or specialists to do their taxes, and 72% are troubled by tax difficulty.967 

We basically have two tax systems:  one for normal wage earners, and another for wealthy people and 

businesses who can afford expensive and specialized legal and tax services.  The very wealthy “literally 

pay millions of dollars for these services, and they save in the tens or hundreds of millions in taxes.” 968    

Tax laws driven by the wealthy provide loopholes and advantages to the wealthy, such that many pay no 

or only very low taxes.969  And many of those opportunities are crafted so that only those in positions of 

wealth can take advantage of them, or can afford the specialized legal and tax expertise to realize them.  

They lower taxes with all kinds of deductions, credits, incentives, manipulations, deferrals and games.970   

The wealthy and powerful conduct relentless government lobbying efforts over decades to continually 

create advantages for the wealthy in tax rules.  For example, taxes on income from capital gains from 

financial speculations are taxed at lower rates (20%) than income from real labor (maybe 40%).  Rules 

allow the rich to pass on wealth to their inheritors with minimal taxes and play games to avoid taxes.971  

Rules exist that allow companies to shield income from taxes through artificial off-shore tax shelters.972   

Hedge-fund managers often pay no taxes, leaving their money, called "carried interest," in hedge funds, 

only paying taxes when they cash out, maybe decades later, borrowing at low interest against that 

carried interest for spending money, and deducting much of what they spend to reduce future taxes.973  

For 2018, Amazon, led by the world’s richest man, paid no federal taxes on profits of $11 billion.974  

Netflix, Chevron, Eli Lilly, Delta Airlines, General Motors, IBM and Goodyear also paid no federal taxes.975 

The U.S. tax system is supposedly progressive, so people with higher incomes pay taxes at higher rates, 

to redistribute wealth, balance out unfairness and associated problems they create.  In 1995, the 400 

highest-earning U.S. taxpayers paid a 30% effective tax rate.976  (From 2001 to 2009, the IRS report on 

the top 400 taxpayers was a state secret.)977  By 2012, they paid 17%, a little higher than a family making 

$100,000 annually, including payroll taxes. 978  A top 400 earner took home, on average, $336 million.   

That means, in 2012, the U.S. collected about $103 billion (9% of FADS) less from these 400 highest 

income folks than it would have at 1995 rates, about what the federal government spends on education.  
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If they had been taxed like working people are for wages, those taxes could have been twice as much.  

At the top of income distributions, effective tax rates often go down, opposite what the U.S. progressive 

income tax system is intended to do.979  The U.S. audits its poor at the same rates it audits its top 1%.980 

For 1.4 million people who made up the top 1% of taxpayers, the effective federal income tax rate went 

from 29% in 1995 to 23% in 2008.981  In 2012, this 1% earned over 19% of the U.S. household income, 

their biggest share since 1928, the year before the stock market crash.982  In 2017, they paid 21.7%.983 

Famous arguments that tax cuts to the wealthy “trickle down” to lower tiers of the economy as jobs and 

higher wages have been clearly demonstrated false from Reagan and Bush era tax cuts.  Yet, in 2018, 

another $1.5 trillion tax cut was again justified that way, which will add $2 trillion to our debt.984  People 

at all income levels get something, initially, but the wealthier get more, absolutely and proportionally.  

Households making $500,000 to $1 million get a proportional gain 4 times bigger than the average after-

tax benefit for a family making $40,000.  The top 1% gets 21% of the benefits in 2018, 83% in 2027.985 

Later, most families’ tax benefits disappear, but not the wealthiest, because they’ll still benefit from 

lower corporate tax rates,986 reduced from 35% to 21%, and specialized benefits for “pass-through” 

corporate entities, which don’t expire, benefits of a one-time “repatriation holiday,” which allows 

companies to bring back at low tax rates earnings they’ve hidden abroad, and increased ownership 

benefits of corporate stock buybacks, which are happening far more than increased wages.  It’s 

estimated that 4-14% of tax cut benefits are going to employees, but 56% to shareholders.987 

The richest 1% already owns 40% of the country’s wealth, and the richest 10% owns 80% of all publicly 

traded stock, while more than half of people in the U.S. don’t have $1 in retirement savings, part of a big 

income and wealth inequality problem, and the rich will get even more as a result of this tax cut.988  

After this tax cut, Warren Buffet has lower tax rates than his secretary.989  Give the wealthy more? 

Surprise, after this 2017 tax cut, in October 2018, it was announced the federal budget deficit increased 

to $779 billion in fiscal 2018, up 17% from the year before.  It’s expected to hit $1 trillion in 2019.990 991  

That is not going to help the U.S. pay off its massive and relentlessly growing debt.  The U.S. has spent 

more than its revenues 45 of last 50 years.  U.S. net debt is 80% of GDP, the highest level since WW2.992 

In 2018, the U.S. government had $21 trillion in debt (1,823% of FADS), $172,000 per household.  If it 

spent all of Federal Annual Discretionary Spending to pay that off, it would take 18 years, if interest 

rates stay at current historically low levels, near 0% in 2015, to stimulate the Great Recession economy.  

After 4 interest rate hikes in 2018, FED rates were 2.4%, half the historical average of 4.8% since 1954.993  

What are the odds interest rates will not increase and further raise U.S. debt interest to be paid? 

But wait, there’s more!  In addition to all that, it owes $9 trillion in Agency/GSE debt (767% of FADS), 

$299 billion in Other Borrowing (26% of FADS), $31 trillion in Social Security benefits (2,662% of FADS), 

which it hasn’t funded as it should, and $35 trillion in unfunded Medicare benefits (2,991% of FADS), 

bringing total U.S. government debt to $96 trillion, $758,000 per 126 million households in the U.S. 

(8,269% of FADS).  It would take 83 years to pay that off using every penny of FADS.  Gadzooks! 

That’s about 99% of the combined net worth of all U.S. households and nonprofit organizations, 

including all assets in savings, real estate, stocks, private businesses and durable goods, like cars.  

Already in 2013, 70% of people in the U.S. said it’s “essential for the president and Congress to pass 

major legislation to reduce the federal budget deficit.”  That hasn’t happened. 
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In 2017, interest on the national debt was $456 billion.  That’s 12% of all federal revenues, 39% of FADS, 

1.1 times annual federal corporate income tax revenues and 4 times federal education spending.  That 

$456 billion in debt interest plus $780 billion in deficit spending equals $1.2 trillion (107% of FADS).  

That’s more than FADS.  The amount the U.S. is spending on interest plus the amount it’s borrowing are 

more than it has discretion on how to spend in a year.  That’s like you borrowing the amount of money 

you have left after taxes, and spending all you have left after taxes, and all you borrowed, and doing this 

year after year.  Clearly, that is not sustainable.  There is no plan for how to bring it under control. 

But wait, there’s more!  For most of our history, Federal debt was held mostly by U.S. individuals and 

institutions.  Foreign U.S. debt holdings began to really grow in the 1970s and now represent almost half 

of all publicly held debt.  Of that, China owns 19% and Japan 17%.  That gives them, and other countries 

if they join together, a tool they can use to initiate financial panic, a big quick depreciation of the dollar, 

a big and quick increase in U.S. interest rates, a stock market crash and/or a recession, provided they’re 

willing to just quickly sell their U.S. debt.994  That is an enormous strategic vulnerability. 

But wait, there’s more!  State Governments owe about $1.2 trillion (103% of FADS), $10,000/household, 

and Local Governments owe about $1.9 trillion in debt (161% of FADS), $15,000/household.995 

But wait, there’s more!  U.S. citizens have $13 trillion of combined household debt (1,110% of FADS), 

$8.7 trillion in mortgages, $1.4 trillion in student loans (by 40 million people), $1.2 trillion for car loans, 

$1 trillion on credit cards (at average interest APR of 15.6%), and $452 billion for home equity loans.996  

The average U.S. household owes $182,000 for a home, $50,000 in student loans, $30,000 in car loans, 

$17,000 in credit card bills and $3,600 for home equity loans.  Meanwhile, household income levels 

grew 28% in the past 13 years, while cost of living increased by 30%.997   

But wait, there’s more!  People in the U.S. have failed to save $4.3 trillion in order to be on track to be 

able to retire (372% of FADS), a way of borrowing from the future, at about $35,000 per household.998  

The U.S. average savings rate is 5.6%, about half what’s needed to accrue enough for retirement. 999 

This is overwhelming.  Let’s put it in a chart, knowing many of these numbers are wrong, like most 

numbers are, and wiggle some around to make them fit, and see how big this is, all added together. 
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Aayaya, that’s a lot.  Consolidated all together, as a nation we’d have to write a check for $116.6 trillion 

to all be totally debt free.  That’s 10,000% of FADS, almost six times Gross Domestic Product.  It would 

take 100 years of saving every penny the U.S. government has discretion over how to spend to be able 

to write that check.  That works out to about $950,000 per U.S. household.  Yowch!  Well, we’ve been at 

war at least 17 years without pause.  We have to pay for that, and all the other stuff we spend money on 

somehow, even if we don’t talk about it.  We’ve been using credit.  Are we ready to pay these bills now? 

78% of people in the U.S. live paycheck to paycheck, and 70% are in debt.1000  Half have less than $500 

saved for emergencies.  More than three quarters of U.S. workers say we struggle to make ends meet, 

fearful of any hiccup that may cause our financial house of cards to fall, leaving us broke and homeless.  

The median net worth for someone ages 35-44 is $14,000; for ages 55-64, it’s $45,000.  Although the 

average U.S. household savings balance is $34,000, the median is just $5,000.  That big skew is because 

of extreme U.S. income and wealth inequality, where the rich have so much more.  29% of households 

55 and over have no retirement savings or pension.1001  At the same time, a retired couple’s medical 

costs are estimated to be about $200,000.1002 

At least we aren’t doing nothing about this problem.  In 2018, the U.S. passed a law doubling the 

amount of wealth the very wealthy can hand off to their family members without paying any taxes on it, 

from $11 to $22 million for a married couple.  And for the fewer than 2,000 super wealthy families with 

net-worths higher than that, there are, as always, a bunch of estate planning and other professional 

games that allow us to avoid paying taxes on money providing unfair advantages to their children.   

For example, The Dynasty Trust, which must be set up in one of the few states, like South Dakota or 

Delaware, that allow trusts without expiration dates, but we don’t have to live there to create one. 

They’re funded with cash, stocks or other assets, and structured to pay each generation of heirs 

managed amounts of trust proceeds, while the rest of the money grows, free of estate and gift taxes.  

Capital gains for private business stakes aren’t owed until those businesses are sold, if ever.1003 

Apparently, the current U.S. President got rich through a variety of tax cheats in passing money to him 

from his parents.1004  Tax cheating costs the U.S. $600 billion a year (52% of FADS).1005 

The U.S. tax system is a gargantuan monument to brokenness; the U.S. government and its citizens are 

extremely buried in debt; and it just doesn’t make sense as a human being trying to figure out how we 

make it all work together in the long run.  It is completely unsustainable, and it creates bad feelings.  

Unfortunately, government is part of the problems, not the solutions.  No matter.  We can still Change!   

Tell others about these problems and advocate for social change to fix them!  Organize and protest!  

Write letters to government and news agencies, even if you think it doesn’t matter, for your integrity!  

Don’t spend money with organizations that evade paying taxes, tell them what you’re doing, and why! 

Live modestly and well below your means, save as much as possible, and share with others!  Pay your 

fair share of taxes, at work and home, so we as a society can pay for shared infrastructure, systems and 

services we need for all of us to be healthy as a society, like transportation systems, other infrastructure, 

education, public safety, a healthy population, and assistance for those who need extra help! 

Pay off any debt as quickly as possible, starting with credit card debt!  Never use debt for consumption!  

Borrow only for things that will pay back more than the total costs of borrowing!  Understand finance!  

Anything you do to change will empower you to make more changes, and we need lots of change. 
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