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A PROPERLY STRUCTURED
RETAIL SALES TAX

• Apply to all final consumption so that you can have a broad 
base and a low rate

• Most states don’t:

• They do not tax services

• They exempt many final consumer goods, instead of 
taxing them

• They tax business-to-business transactions, instead of 
exempting them

• And states are limited in their ability to tax Internet sales.
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SALES TAXATION OF GOODS,
SERVICES, AND BUSINESS INPUTS

Category Tax Tax at 
Lower Rate

Exempt

Farm Equipment 8 2 36

Office Equipment 46 0 0

Manufacturing Machinery 7 3 36

Manufacturing Raw Materials 2 1 43

Business Fuel & Utilities 13 1 33

Business Leases & Rentals 44 0 1



SALES TAXATION OF GOODS,
SERVICES, AND BUSINESS INPUTS

Category Tax Tax at 
Lower Rate

Exempt

Groceries 7 6 33

Gasoline* 3 0 42

Clothing 39 0 7

Prescription Drugs 0 1 45

Non-Prescription Drugs 35 1 10

Periodicals 22 0 24



SALES TAXATION OF GOODS,
SERVICES, AND BUSINESS INPUTS

Category Tax Tax at 
Lower Rate

Exempt

Legal 3 0 43

Financial 3 0 43

Accounting 3 0 43

Medical 2 0 44

Dry Cleaning 19 0 27

Fitness Club Memberships 13 0 33

Barber & Hair Salon 4 0 42

Landscaping 17 0 29

Repair 22 0 24

Real Estate 3 0 43





























June 16, 2017

Broadening the Sales Tax Base

Joe Crosby
Multistate Associates

Joseph Henchman
Tax Foundation

Fred Nicely
Council on State Taxation


