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The Truth About States 
Without Income Taxes 

States such as Tennessee, Florida, and Texas that do not levy an income tax are not low-tax 
for everyone. Instead they are only low-tax for the wealthy, while low-and-moderate income 
earners pay a higher share of their income in state and local taxes as compared to Missouri 
and most other states. That’s because most states replace lost income tax revenue by raising 
other taxes (usually sales & excise taxes) that are a much higher share of income for most 
families.

Comparisons to states that do not levy an income tax are often 
comparing apples to oranges.

Each state economy is driven by unique conditions that don’t always translate to Missouri. 
States without income taxes are often able to tap into additional revenue streams, such taxes 
on natural resource production or sales taxes levied primarily on out-of-state visitors. 

•	 Texas is by far the leading producer of both oil and gas in the nation.

•	 Florida’s Disneyworld is the world’s most visited theme park in the world while 
Tennesee’s Great Smoky Mountain National Park is the most visited national park in the 
nation. 
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Sustainable economic growth is driven by real improvements in the 
lives of everyday Missourians, not tax cuts for millionaires.
Over the past decade, Missouri has passed tax cuts that cost the state $3.8 billion each year. If 
tax cuts were the key to economic prosperity, Missouri would already be seeing the benefits. But 
real economic prosperity is complicated and driven by a range of factors.

Missouri’s economic climate is already very competitive compared to states 
without income tax.

•	 Last year, Missouri gained over 10,000 businesses, while all no-income-tax states except 
Washington gained fewer or lost businesses. Tennessee lost nearly 10,000 businesses and 
Florida lost 18,792 businesses.iii

•	 Missouri currently has a lower cost of living than all no-income-tax states.iv

Shifting to a greatly expanded sales tax base would dramatically increase daily 
costs for Missourians and dampen consumer spending in communities across 
the state. 

•	 This would have ripple effects on Missouri’s economy. 

•	 Missourians may be tempted to cross state lines or travel to big box stores for many 
purchases, devastating small local businesses and communities.

Eliminating the income tax would limit Missouri’s ability to invest in the very 
services and infrastructure that grow our economy. 

•	 Even if lawmakers expand the existing sales tax to ALL services, the revenue generated 
would fall far short of making up for the loss of income tax.

•	 State investments in quality K-12 and higher education, affordable care for children and 
aging parents, and access to health coverage are key drivers of economic growth and critical 
components in attracting and retaining a skilled workforce and quality employers. 

Source: U.S. Energy Information Administration; 2024 Economic & Fiscal Impact of Tourism in Florida; 2024 
Tennessee Visitor Profile; FY24 Report For The Missouri Division Of Tourismi,ii 
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Endnotes

i	 U.S. Energy Information Administration. 2024 Crude Oil Production. Accessed 
2/10/2026. https://www.eia.gov/dnav/pet/pet_crd_crpdn_adc_mbblpd_a.htm; 
Natural Gas Gross Withdrawals and Production. Accessed 2/10/2026. https://www.
eia.gov/dnav/ng/ng_prod_sum_a_EPG0_FPD_mmcf_a.htm

ii	 The 2024 Economic & Fiscal Impact of Tourism in Florida 2024. Accessed 
2/10/2026. https://visitflorida.app.box.com/s/1n07pedhhec65xntd11eq36gr44l2pvv;  
2024 Tennessee Visitor Profile. Accessed 2/10/2026. https://industry.tnvacation.com/
industry/research; FY24 Report For The Missouri Division Of Tourism. Accessed 
2/10/2026. https://mdt-visitmo-cdn.s3.us-east-2.amazonaws.com/wp-content/
uploads/sites/2/2025/02/MDT_2024_AnnualReport-1.pdf

iii	 Associated Industries of Missouri analysis of U.S. Bureau of Labor Statistics 
Quarterly Census of Employment and Wages. Accessed 5/28/2026. https://www.
voiceofmobusiness.com/post/aim-opposes-current-draft-of-tax-reform-bill-hcs-
hjrs-173-174

iv	 Missouri Economic Research and Information Center (MERIC) Cost of Living Data 
Series. Accessed 5/28/2026 https://meric.mo.gov/data/cost-living-data-series
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