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1. Introduction

Taxes have a long history that dates back to the earliest civilizations. Records indicate that 3,000
years ago, tributes were imposed in China to support the military. In Egypt, collectors levied a tax on
the farm growth of households, for the house of the pharaoh. Ancient Greece leaders taxed citizens
(and visitors) to finance wars, returning monies they did not use. The Roman Empire imposed several
taxes, including a tariff on imports and exports, an inheritance tax, and a sales tax. The word “tax”
comes from the Latin taxare, meaning “to assess” (Dieterle, 2020)."

In its wider historical and functional context, taxes are defined as “unrequited sacrifices government
demands from its citizens,” as a political devise for promoting its vision of the general welfare. These
sacrifices are “a potentially unequal government-coerced exchange as the value of what one receives—if
discernible—is not a function of the value of what one relinquishes.” Calling a tax a required sacrifice
“means it matters not whether the sacrifice is made cheerfully, grudgingly, or unwittingly; [what matters
is that] it is required because government sanctions for noncompliance exists” (Morris, 2020, pp. 3,
29, 33).

Since taxes constitute “a compulsory transfer of resources from the private sector to government,” they
generally do not entitle “a quid pro quo (that’s why it has to be compulsory).” Tax liability—what is owed
to the government—"may be triggered by a wide variety of things, such as receiving income,” owning
property, purchasing certain goods or services (Burman & Slemrod, 2020, p. 6), or even engaging in
certain transactions; for this reason, the tax system of any society “is the aspect of government that
directly affects more people than any other” (Slemrod & Bakija, 2017, p. 5).

Over time, governments began to take on an increased number of obligations, which included
investment in the development of infrastructure (Lindert, 2004), the creation of state-owned enterprises
in productive sectors, the management of media outlets, and the massive financing of private
companies, among others. To cover the costs of these new functions, rulers “sought to find ways to
diversify the sources of revenue” (Mares & Queralt, 2015, p. 6) with tax potential. The development of
large-scale spending and investment programs transformed the state, which ceased to be merely a
provider of security and became a central actor in all areas of economic life.

This transformation was possible, to a large extent, “after the adoption of the income tax and its
unprecedented revenue-generating capacity.” This tax expanded “the extractive capacity of the state
because its adoption went hand in hand with the development of institutions” to identify income and
collect more money (Mares & Queralt, 2025, p. 2).2 Historiographic studies of the moment in which
states permanently implemented income taxes have uncovered and documented that non-democratic
countries with restrictive suffrage rules pioneered their adoption (Aidt & Jensen, 2009; Mares & Queralt,
2025, p. 3).

1 Since ancient times, various religious systems have also established taxation mechanisms linked to devotional, normative, or
social practices. In Hinduism and Buddhism, in-kind tributes of time and talents were collected. In the Judeo-Christian tradition,
the tithe was instituted—an in-kind tribute equivalent to one-tenth of production. In Islam, the tax known as khums represents
one-twentieth of certain types of acquired wealth or production.

2 After all, we can’'t have more government spending without raising sufficient taxes to pay for it (Slemrod & Bakija, 2017).
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“Tax non-compliance is one of the greatest obstacles that revenue administrations face.” The way in
which the goal of increasing revenue is pursued has important implications. “Collecting taxes through
aggressive enforcement and coercion is more costly than encouraging taxpayers to collaborate with
tax collectors” (Mascagni, 2018, p. 273). When people perceive that the government is transparent and
acts legitimately, they are more willing to fulfill their part of the social contract. Low corruption and
government accountability are necessary conditions for societies to have successful tax performance
(Bird et al., 2008).

Perspectives on what constitutes an appropriate level of taxation could come from different perceptions
people have regarding “the trustworthiness and efficiency of government.” They may also be influenced
by how people perceive their usefulness or by concerns “over how tax revenue will be spent” (Stantcheva,
2021, p. 2). In some cases, discontent with taxes “arises from a deep-seated opposition to allowing
government to play an active role in society or from a belief that the government is wasting money.”
Another common grievance with tax systems is their excessive complexity.® For many, complying
with “labyrinthine tax regulations is frustrating, costly, and intrusive” (Slemrod & Bakija, 2017, pp. 6, 7).

Although the tax liability is not voluntary, both the amount owed for a given tax and certain aspects
of its planning or filing generally depend “on voluntary decisions made by people or corporations”
(Burman & Slemrod, 2020, p. 6). Individuals frequently make decisions with short-, medium-, and long-
term implications, based on the tax rules in effect (Burman & Slemrod, 2020); therefore, those rules
must be not only fair, but also clear. It is important to keep in mind that “not all government revenue is
labeled a tax. Forms of taxation are all around in our everyday life,” extending beyond those we formally
recognize as taxes (Dieterle, 2020, p. 10).

1.1. Context of the Study

Research published between 2022 and 2024 places Puerto Rico last in the ranking of economic
freedom among U.S. jurisdictions.* Likewise, the most recent report on ease of doing business ranked
Puerto Rico as the least favorable U.S. jurisdiction for starting, managing, and growing a business.®
One of the factors contributing to the Island’s poor performance in these indices is its tax environment;

3 The constant succession of revisions and additions to tax codes and laws exacerbates the problem of complexity. In the United
States, Commerce Clearing House, a publisher that monitors changes in tax legislation, has estimated that approximately 420
significant modifications to the tax code occur each year, many of which require new forms, new rules, and complete instruction
manuals that taxpayers must follow (Reid, 2017, pp. 212-213). This multiplicity of amendments and code revisions has also
occurred in Puerto Rico.

4 Puerto Rico has ranked 57st in the U.S. “Subnational Index” since its inclusion in 2022 in the Economic Freedom of North
America report published by the Fraser Institute. In the most recent edition, the Island’s score was 2.13. The lowest-scoring
state was New York, with 4.25—nearly double Puerto Rico’s score—followed by California (4.44), Hawaii (4.68), and New Mexico
(4.81). Scores are based on data from fiscal year 2022 (Stansel et al., 2024).

5 This refers to Doing Business North America 2022 Report by the Center for the Study of Economic Liberty at Arizona State
University. It measures the ease of doing business in 83 major U.S. cities. In the study, San Juan ranks last with 42.21, preceded
by Los Angeles (56.29), New York (61.39), Newark (61.50), and Fresno (61.53). The report’s scores are based on data from
calendar years 2019 and 2020. The study’'s components and indicators are 2% federal, 70% state, 24% local, and 4% county;
consequently, San Juan'’s results can be considered a reflection of Puerto Rico (Carrién-Tavarez, 2023).
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nevertheless, Puerto Rico is absent from comparative studies on taxation conducted in the United
States and other countries due to the lack of reliable data on its tax types and rates. This research
aims to fill that gap.

1.2. Rationale for the Study

In Puerto Rico, there is no record of prior work comparable in scope and objectives to the one proposed
in this study. Although numerous tax reforms have been carried out over the years, these have focused
on fiscal adjustments rather than one of economic and social development. Such reforms have
included changes to tax rates as well as other specific adjustments, without addressing the system
as awhole from a structural and comprehensive perspective.® Even fewer have considered the effects
of the current system on individuals’ right to economic freedom, whose fundamental principles are
embedded in both the Constitution of Puerto Rico and that of the United States.

Currently, the Government of Puerto Rico has launched a reform initiative aimed at simplifying the
revenue system, advancing fiscal equity, and easing the tax burden? on individuals. This report also
seeks to contribute clarity and direction to that initiative. The research conducted offers an analysis
of the current tax system on the Island, with emphasis on its operation and fiscal performance. To
that end, various aspects of the tax system are examined from both a normative and quantitative
perspective, in order to provide evidence that facilitates an understanding of the situation and of Puerto
Rico’s standing within the U.S. tax context.

1.3. General Objective

To evaluate Puerto Rico’s tax system and compare it with the tax systems of the 50 U.S. states, through
an analysis of its structure, revenue levels, tax burden, and other relevant fiscal indicators.

1.4. Specific Objectives

(1) Identify and describe the main categories of taxes in effect in Puerto Rico, their bases, rates, and
revenue levels.

(2) Examine the tax treatment of Puerto Rico residents under the U.S. federal system.

(3) Calculate the total taxes paid in Puerto Rico by individuals and businesses, both residents and
nonresidents.

(4) Determine Puerto Rico’s tax burden, based on taxes collected and selected economic indicators.

6 One of the findings of Garcia Lépez’s work on this subject was precisely that tax reforms have not been comprehensive enough
to be effective and move the system toward a true transformation (2022, p. 158).

7 In this report, the terms tax burden and fiscal burden are used interchangeably to refer to the ratio between taxes collected in
a given period and the monetary value of a country’s total product (Celikay, 2020).

11
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(5) Compare the structure of Puerto Rico’s tax system and tax burden with those of the 50 U.S. states,
based on total state and local® taxes paid.

(6) Compare Puerto Rico’s taxation and fiscal burden with those of the 50 U.S. states, based on total
federal, state, and local taxes paid.

1.5. Summary of Main Findings

Puerto Rico has ten categories of state and local taxes, with different tax bases and various types
and rates. In addition, federal taxes are paid, with collections in fiscal year 2023 totaling $5,390
million—comparable to Vermont's collections that year. Of this total, $3,674 million corresponded
to contributions to the federal social security systems, and $1,716 million to other tax categories.
Residents of Puerto Rico paid more in federal taxes than in local taxes, which totaled $2,311 million
that same year. In other words, residents paid $2.33 in federal taxes for every dollar paid in local taxes
in 2023.

Puerto Rico's distribution of state and local taxes is more concentrated than the average of the U.S.
states, as it relies on just two types of taxes for 69.6% of revenues: taxes on the consumption of goods
and services, and corporate taxes. Corporate taxes exhibit the most pronounced disparity between the
two jurisdictions, with the Island’s proportion being 4.4 times higher. In contrast, the share of property
taxes is significantly lower in Puerto Rico (7.3%) than in the United States (27.4%), reflecting lower
cadastral valuations, reduced tax pressure on real estate, and a less developed institutional framework
for enforcement.

The individual income tax in Puerto Rico accounts for 21.2% of total collections by type. This tax is
characterized on the Island by its progressivity and concentration. A revealing fact is that 495,516
taxpayers—equivalent to 40.1% of returns filed—had no tax liability in 2023. Those reporting incomes of
up to $40,000 (around 467,313 taxpayers, or 63.0%) contributed only 9.2% of total revenue. By contrast,
taxpayers with incomes above $100,000—representing 7% of returns—contributed more than 62.2%
of the total, reflecting the system'’s high structural dependence on this segment.

The distribution of state and local tax revenues by type shows that Puerto Rico's tax system relies
more on the individual income tax than the tax systems of 15 states—9 of which do not levy a
personal income tax. When considering total combined taxes—federal, state, and local—individuals
and businesses, both residents and nonresidents in Puerto Rico, paid $23,281 million. Of that amount,
87.4% is concentrated in three categories: (a) individual and corporate income taxes, $7,424 million
(31.9%); (b) consumption taxes on goods and services, $7,381 million (31.7%); and (c) social security
contributions, $5,532 million (23.8%).

Puerto Rico’s state and local tax burden, whether measured by GDP (13.6%) or GNP (17.3%), is higher
than that of the 50 states. Meanwhile, the total combined burden—including federal, state, and local
taxes—amounts to 18.2% based on GDP and 23.9% based on GNP. This latter figure (23.9%) is higher

8 The term “local,” whether singular or plural, is used in this report to refer to municipalities in Puerto Rico and to counties,
municipalities, and cities in the United States.
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than that of 12 states, equal to that of 2, and just one percentage point lower than in ten other states.
This means that, even though Puerto Rico is not fully integrated into the federal tax system, the tax
burden oniits residents is greater than or comparable to that of 24 states where all federal taxes are paid.

2. Methodology

2.1. Type of Study

This study is descriptive, quantitative, analytical, comparative, and cross-sectional. It systematically
and thoroughly presents the structure of Puerto Rico’s tax system, including its categories, types
of taxes, tax bases, and revenues. It also addresses and analyzes tax income, fiscal burden, and
per capita taxation, enabling a critical interpretation of the data collected. In addition, it establishes
contrasts between Puerto Rico’s tax system and those of the 50 U.S. states, examining available data
corresponding to a specific fiscal year in each jurisdiction: fiscal year 2023 for Puerto Rico® and fiscal
year 2022 for the United States.™

2.2. Methodological Design

The study was structured in several phases aimed at collecting, systematizing, analyzing, and presenting
relevant information on the tax systems of Puerto Rico and the 50 U.S. states. First, an extensive
literature review was conducted on tax-related topics, both conceptual and applied, to contextualize
the analysis within the appropriate theoretical and technical framework. This review included academic
studies, institutional reports, and public policy documents. It also examined the Puerto Rico Internal
Revenue Code of 2011 (2011/2025), the Codigo Municipal de Puerto Rico (2020/2025 [Puerto Rico
Municipal Code]), as well as various laws, regulations, and standards from both Puerto Rico and the
United States.

Next, the taxes in effect that were relevant to the study and their main characteristics were identified,
including tax base, legal structure, rates, and administrative mechanisms. Once the tax universe was
defined, statistical data were collected on revenues from these taxes in Puerto Rico and in the 50 U.S.
states. This information was obtained through consultation of official documents and institutional
websites of government entities such as the Departamento de Hacienda (Department of Treasury), the
Junta de Planificacién (Planning Board), the Centro de Recaudacion de Ingresos Municipales (CRIM,
Municipal Revenue Collection Center), the United States Census Bureau (USCB), the Internal Revenue
Service (IRS), and other official sources.

9 Fiscal years in Puerto Rico run from July through June.

1% These fiscal years were used because they are the most recent for which complete data on tax revenues are available in
each jurisdiction.
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Using the data on federal, state, and municipal taxes collected by state, the following indicators were
calculated: (a) tax burden, (b) per capita tax, and (c) relative distribution of tax revenues. Figures and
statistical tables were then prepared for Puerto Rico, the U.S. average, and each of the 50 states. The
work carried out in this phase enabled standardized and objective comparisons across the various
tax systems. Subsequently, the results were analyzed to identify patterns, significant differences, and
relevant aspects for understanding Puerto Rico's tax system and its relationship to U.S. jurisdictions.

A database with updated information on the taxes studied in Puerto Rico was then created to provide
a structured, detailed, clear, and accessible description of the tax system. This database includes an
index and a reference guide for each type of tax and its rates, based on the provisions of the Puerto Rico
Internal Revenue Code of 2011, the Puerto Rico Municipal Code, and other applicable legal sources.™
Finally, this technical report was drafted to present the work conducted and the results of the study,
with the aim of contributing empirical evidence that enhances understanding of Puerto Rico's tax
system and its relationship to that of the United States.

2.3. Definition and Classification of Taxes and Other
Sources of Government Revenue

The definition and classification of taxes in this report are based on the interpretive guide to tax statistics
of the Organisation for Economic Co-operation and Development (OECD)."? As defined in its criteria,
“the term “taxes” is confined to compulsory unrequited payments to the general government or to a
supranational authority. Taxes are unrequited in the sense that benefits provided by government to
taxpayers are not normally in proportion to their payments” (OECD, 2023, p. 6)." In fiscal terms, these
are coercive payments intended to enable the State to provide collective services, such as public order
and the judicial system.

Direct taxes are those levied on income and applied to natural or legal persons (such as corporations).
Indirect taxes, by contrast, are applied to the use of money—that is, to the consumption of goods and
services or the acquisition of certain assets (Gomez-Barroso, 2022, p. 84). The latter are charged
uniformly to all individuals, regardless of income level or purchasing power. Taxes are grouped into

" The sources include the Insurance Code (1957/2025); the Internal Revenue Code (2023a); the Ley NUm. 52 (2022); the Ley
de Seguridad de Empleo de Puerto Rico (1956/2025); the Ley del Impuesto sobre el Canon por Ocupacién de Habitacion del
Estado Libre Asociado de Puerto Rico (2003/2024); the Ley del Seguro para Chéferes y otros Empleados (1950/2019); the Ley del
Sistema de Compensaciones por Accidentes del Trabajo (1935/2024); the Ley para Imponer un Derecho de Importacion al Café
Extranjero que para Uso, Consumo y Venta se Importe en Puerto Rico (1931/2024); and the Reglamento Tarifario para el Manejo
y Disposicion de Neumaticos (2011). Also consulted were the Modelo SC 2225 and Form AS 2915.1 tax forms (Departamento
de Hacienda, 2015 and 2022); the Tipos contributivos afio fiscal 2024-2025 (CRIM, 2025); the Sinot website (Departamento
del Trabajo y Recursos Humanos, 2021); and the Revenue Statistics Interpretative Guide. Annex A. The OECD Classification of
Taxes and Interpretative Guide (OECD, 2023), used as a reference for the classification of taxes in the appendix of this report.

2 The OECD is an international cooperation body composed of 38 member countries around the world, established to coordinate
their economic and social policies.

3 The OECD's criteria and codes provide conceptual clarity and technical precision regarding the various types of taxes that
make up tax systems. They are particularly relevant for comparative purposes across jurisdictions, as they constitute an
international standard.
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different categories according to the tax base—the monetary value of the taxable item or specific
units—on which they are levied. These categories include taxes on income, property, wealth, general
consumption, and specific transactions. Revenues are generated by applying the tax type and rate to
the corresponding tax base.

Taxes are not the only source of government revenue. Governments also collect funds through: (a)
fees for services provided by the public sector or for private use of public assets; (b) dividends from
investments, income from public property, and interest on loans granted; (c) sales of financial assets,
business shares, or real estate; (d) non-compulsory transfers received without compensation from
the private sector, other administrations, or supranational organizations; (e) issuance of public debt;
(f) operation of lotteries; (g) imposition of fines (Gémez-Barroso, 2022); and (h) royalties from the
exploitation of natural resources, among others.

3. Structure of Puerto Rico’s Tax System

The structure of a society’s tax system refers to the set of tax categories established by a government
to raise the resources needed to finance its expenditures and services, in accordance with its economic
and social policies. It defines how taxes affect individuals and their decisions to work, invest, and save.
Taxes also influence business decisions related to production, investment, innovation, and job creation
(OECD, 2010). In this way, the structure of a country’s tax system affects the economic behavior of
individuals, social groups, and institutions (Dieterle, 2020), and may reflect the overall standard of living.

The tax categories within a tax system are specific to each jurisdiction and depend on its socioeconomic
characteristics and public policies. It is common for countries to combine different categories for
various purposes. The mix of taxes, as well as their relative weight and rates, varies from one place to
another. In Puerto Rico, individuals and businesses pay taxes at the federal, state, and municipal levels.™
Using the OECD'’s tax classification guide as a reference, Puerto Rico has ten main tax categories with
distinct tax bases, each comprising multiple and diverse types of taxes.

3.7.Taxes on Income

“Albert Einstein is reputed to have said that “the hardest thing in the world to understand is the
income tax.” Yet understanding it is essential, as it represents a critical mechanism through which
governments shape the lives of individuals (Slemrod & Bakija, 2017, p. vii). Broadly speaking, income
tax is progressive—meaning that the tax rate increases as income rises (Burman & Slemrod, 2020).®
In Puerto Rico, this category encompasses taxes on gross income (after allowable deductions),
as well as on capital gains, interest, and dividends. These taxes apply to individuals, corporations,

14 Federal taxes paid by individuals in Puerto Rico consist primarily of contributions to Social Security.

15 “Generally speaking, the system is progressive if the wealthiest pay the most and regressive if the opposite is true or if people
with different incomes pay the same. This distinction can also be made for specific taxes”; for example, a value added tax or
sales tax is regressive because a high-income person and someone living in poverty “pay the same tax on a tin of sardines”
(Gémez-Barroso, 2022, p. 130).
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partnerships, and other entities such as trusts, estates, nonprofit organizations, and those subject to
special tax regimes.

For individual income tax, the applicable rate depends on several factors, including the taxpayer's
income level, source of income, marital status, and the economic activity of the industry or business.
Table 1 outlines the various types of individual income tax and their corresponding maximum rates.
There are 14 types of taxes that may apply to individuals under different circumstances. Some are
mutually exclusive, while others may be applied concurrently. For resident individuals, at least 11 types
of taxes may apply depending on the aforementioned factors. For nonresident individuals, three types
of taxes are levied based on the source of income.

Table 1
Types of Individual Income Tax

Resident Individuals Maximum Rate
T Regular tax 33.0%
2 Alternate basic tax 24.0%
3 Optional tax for married couples filing jointly 33.0%
4 Gradual adjustment amount tax 5.0%
5  Optional tax for individuals engaged in self-employed trade or business 20.0%

Preferential rates on
6 Capital gains 15.0%
7 Dividends 15.0%
8 Interest from bank accounts 10.0%
9 Interest from IRA accounts 17.0%
10 Compensation paid by international sports associations or federations 20.0%
11 Additional tax for insurance companies 10.0%

Nonresident Alien Individuals

12 Interest, rents, royalties, wages, annuities, capital gains 29.0%
13 Dividends 15.0%
14 Shareholding in individual-owned corporations 33.0%

Source. Puerto Rico Internal Revenue Code of 2011 (2011/2025).

The regular individual income tax has a progressive rate structure, in which the tax burden increases
as the income level rises.’® This progressivity is intensified by the application of the earned income tax
credit, a mechanism that reduces or eliminates the tax liability for lower incomes and may even result
in refunds. Statistical data published by the Departamento de Hacienda (n.d.) indicate that during tax
year 2023, a total of 1,236,709 income tax returns were filed; of these, more than half—695,568 returns,

18 This information is available in Table A2 Puerto Rico Tax Reference Guide in the appendix.
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equivalent to 56.2%—claimed the earned income tax credit, which represented a total disbursement
of $1,303 million.

Another relevant indicator of progressivity and concentration in the individual income tax is that 495,516
taxpayers—equivalent to 40.1% of the returns—reported no tax liability; that is, they paid no income
tax. Regarding the distribution of tax liability by income level, a basic progressivity analysis shows that
taxpayers with incomes of up to $40,000 (approximately 467,313 individuals) contributed only 9.2% of
total collections. In contrast, taxpayers with incomes above $100,000, who represent only 7% of the
returns, contributed more than 62.2% of all income tax collected.

It could be assumed that the difference between individual and corporate income tax lies in who
writes the check.'” In the tax treatment of corporate income tax, there are multiple tax types, as in the
case of individuals. The first is the normal tax, with a rate of 18.5%. This is followed by the additional
tax, which consists of a series of progressive marginal rates, depending on the level of net income,
with a maximum rate of 19.0%. The alternative minimum tax applies depending on the income level.
There are also options for preferential rates on certain types of income. Table 2 shows the 11 types
of corporate taxes identified.

Table 2

Types of Corporate Income Tax

Domestic Corporations Maximum Rate
1 Regular tax 18.5%
2 Additional tax 19.0%
3 Alternative minimum tax 23.0%
4 Optional tax for corporations providing services 20.0%

Preferred rate taxes
5 Capital gains 15.0%
6 Dividends 15.0%
7 Interest from bank accounts 10.0%
8 Services to sports teams 20.0%
9 Additional tax for insurance companies 10.0%

Foreign Corporations

10 Interest, rents, royalties, wages, annuities, capital gains 29.0%
11 Dividends 10.0%
Source. Puerto Rico Internal Revenue Code of 2011 (2011/2025).

7 For Burman and Slemrod, this distinction is less important, because “the person or business entity that writes the check
doesn't necessarily bear the burden of the tax. Consider the corporate income tax. Many people like the corporate income tax
because they think businesses should pay taxes, not people. But the fact that the business remits the tax doesn't really tell
you whose bottom line is affected by it.” The tax may impact “the company’s shareholders or the workers. The tax could be
passed through to customers in the form of higher prices. Or it could be some combination of all the above. The fact that the
corporation “pays” the tax doesn't tell you much” (2020, p. 23).
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Total General Fund revenue—the main fund for the Government’s expenses—from income tax was
$7,424 million in fiscal year 2023." The tax paid under the individual income tax was the largest in this
category, with $3,403 million, equivalent to 45.8%. This amount is before deducting the Government’s
share of the $448 million earned income tax credit (Financial Oversight and Management Board for
Puerto Rico, 2024). Ley Num. 41 (2021) amended the Puerto Rico Internal Revenue Code of 2011 to
incorporate the earned income tax credit provisions into the individual income tax regime.

Through the enactment of the American Rescue Plan Act (2021), the Biden administration extended the
Earned Income Tax Credit program (IRS, 2025a) to Puerto Rico. In 2023, the total earned income credit
was $1,115 million, of which the federal government contributed $667 million, and the state government
contributed $448 million from individual income tax revenue. Following the individual income tax, in
order of importance, were: (a) corporate income tax, with a total of $2,954 million, equivalent to 39.8%
of total income tax revenue; (b) nonresident withholdings, with $662 million, equivalent to 8.9%; and
(c) partnerships, which paid $405 million, or 5.5%.

Figure 1. Income Taxes in Millions of §

2,954

Corporations
39.8% . . .
Nonresident withholding
8.9%
5.5% Partnerships
405
Individuals

45.8%
3,403 Total FY 2023

Source. Puerto Rico Department of the Treasury.

3.2. Property Taxes

Taxes on the use, ownership, or transfer of property represent a significant revenue source in many
jurisdictions. In Puerto Rico, these taxes are levied by the municipalities and apply to both real and
personal property. The tax rates for real and personal property consist of a combination of the basic levy,
the additional special levy, and the supplemental levy. The first two rates vary by municipality, while the
third is fixed by law. Real property assessments—including land, buildings, permanent installations, and
any element permanently affixed to the ground—are based on estimated replacement cost as of 1957.

8 All monetary amounts are presented in millions of dollars and rounded to the nearest whole number unless otherwise indicated.
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The lowest real property tax rate is 8.03%, currently applicable in Orocovis, while the highest rate of
12.33% applies in Cidra, Lajas, Ponce, and Rio Grande.' The personal property tax—which covers items
not affixed to the ground, such as vehicles, machinery, and equipment—also varies by municipality.
Ceiba has the lowest rate at 5.80%, while the municipalities of Cidra and Lajas have the highest at
10.33%. Total property tax revenues in 2023 amounted to $1,172 million; of this, real property taxes
accounted for $682 million or 58.2%, and personal property taxes for $490 million or 41.8%.

Inventory held by manufacturers, merchants, or dealers constitutes a component of the personal
property tax. The Puerto Rico Municipal Code defines it as the portion of property owned by any
manufacturer, merchant, or dealer consisting of stock of goods or other items for sale.?® This type of
property is “accounted for separately and valued based on the average annual inventory during the
calendar year preceding the valuation date, as recorded in the books of said manufacturers, merchants,
or dealers” (2020/2025, p. 402). This tax is estimated at $260 million, representing 53% of total taxable
personal property levies.

Figure 2. Property Taxes in Millions of $

Personal property
490

Real property
682

Total FY 2023

Source. Financial Oversight and Management Board for Puerto Rico.

According to Daley and Coates, property taxes stand out for their fiscal efficiency, as—when properly
designed and broadly applied—they have little impact on “incentives to work, save, and invest. Unlike
capital, property is immobile—it cannot shift offshore to avoid higher taxes.” Following this reasoning,
they argue that concerns “about the risks of multinational tax avoidance, the increasing mobility of
capital around the world, and the increasing value of residential property relative to incomes, should
make property taxes a priority in any tax reform” (2015, p. 1).

9 The tax rates for real and personal property are published by the CRIM (2025).

20 This is commonly known in Puerto Rico as the inventory tax, as it levies merchandise held in storage that has not yet been
sold by businesses.
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3.3. Estate and Gift Taxes

The Puerto Rico Internal Revenue Code of 2011 eliminated the estate tax for individuals who passed
away on or after January 1, 2018. Collections totaled approximately $1 million in 2023; therefore, the
tax treatment of this levy has limited relevance to Puerto Rico’s fiscal revenues.?' Subsection “4.3.
Estate Taxes” of this report addresses the applicable tax treatment for a U.S. citizen residing in Puerto
Rico who owns assets within the 50 states at the time of death. The provisions of the federal Internal
Revenue Code on this matter are generally not well known on the Island.

3.4. Taxes on Goods and Services

All general taxes applied to the manufacture, production, or wholesale and retail sale of goods fall under
this category. These include the Sales and Use Tax (SUT, known as IVU for its Spanish acronym) and the
municipal license tax (patente). The SUT consists of a 10.5% rate levied by the central government and a
1% municipal rate, for a combined general rate of 11.5%. The municipal portion includes unprepared food
items. The SUT also features a reduced rate of 6.0% plus the 1% municipal rate—totaling 7%—for prepared
foods, and a separate 4% rate known as the Special SUT (IVU-Especial) for designated professional
services and services rendered to other merchants. This Special SUT is a business-to-business tax.

The SUT is applied to the final consumer price, covering the sale, use, consumption, and storage of
taxable goods, which include tangible property, taxable services, and admission rights. In general, the
SUT excludes certain items and services, such as goods purchased for resale, prescription medications,
goods acquired by manufacturing plants, goods and services intended for export, real property rentals,
financial services, and healthcare services (Rios, 2007). Total SUT revenues for fiscal year 2023 reached
$3,711 million. Table 3 details the revenue distribution by tax type.

Table 3
Sales and Use Tax (SUT)
2023
Rate (Millions of 8)

SUT 10.0% 2,773
Municipal SUT with unprepared foods 1.0% 273
SUT Municipal Administration Fund 0.5% 161
Taxable services rendered to other merchants and designated o

. . 4.0% 243
professional services
Prepared foods 6.0% 261
Total $3,711

Source. Own elaboration with data from the Puerto Rico Department of the Treasury.

21 Subtitle B of the Puerto Rico Internal Revenue Code of 2011 addresses the topic of estate and gift taxes.
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The “Taxes on Goods and Services” category includes taxes levied on gross receipts. The municipal
license tax is one such example. The tax base of the municipal license tax is gross receipts (known
in Puerto Rico as “business volume”), which refers to the gross income earned from the provision of
any service, the sale of any good, or any other industry or business activity. In most municipalities,
the applicable tax rate for industry and business is 0.5%. In the case of financial businesses, the rate
generally does not exceed 1.5%. In total, municipal revenues from the license tax amounted to $547
million.?2

Figure 3. Municipal License Tax (Patente)

547 0.50% 1.5% <

Revenues in Industry and Financial The municipali-
millions businesses business ties of Juncos,
FY 2023 Las Marias, and

Pefiuelas have a
lower rate.

Source. Puerto Rico Office of Management and Budget.

3.5. Taxes on Goods (Excise Taxes) and Certain Transactions®

Taxes on goods (excise taxes) are levied per unit of a product within a predefined and limited range.
These taxes are generally applied at differentiated rates to specific goods, often luxury or non-essential
items such as alcoholic beverages and tobacco products. Taxes on certain transactions, by contrast,
are calculated based on the monetary value of the exchange. This category includes levies on betting,
games of chance, and insurance premiums, among other taxes.?* Table 4 presents a list of taxes on

2 Information on municipal license tax (patente) rates and their distribution across real and personal property is available on
the website of the Colegio de Contadores Publicos Autorizados de Puerto Rico (2025).

2 The OECD uses the terms “selective taxes” and “taxes on specific services.” In this document, the terms “taxes on goods”
and “tax on certain transactions” are used, in accordance with the Puerto Rico Internal Revenue Code of 2011 (2011/2025).
“Taxes on goods” refer to excise-type levies imposed on the sale or consumption of specific products, whereas “tax on certain
transactions” encompass levies applied to non-tangible exchanges. Chapter 4 of the Puerto Rico Internal Revenue Code, “Tax
on Certain Transactions,” includes only the tax on horse racing betting.

24 According to Dieterle, another “form of taxation that is legal and completely voluntary is state lotteries. Since the money that
remains after the winnings are paid out goes to the state, or states, conducting lotteries is a form of taxation—the most voluntary
form of taxation. Lotteries are also a form of gambling. In some states, specifically Nevada, gambling is a major source of the
state’s revenue (as well as all the sales taxes collected from the tourism industry). Gambling, like lotteries, is a totally voluntary
activity. You're not breaking the law if you choose to not participate in a lottery” (2020, p. 10). The OECD does not classify
lotteries as a form of taxation; therefore, lottery revenues in Puerto Rico were not included in this report.
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goods (excise taxes) and certain transactions, commonly referred to as arbitrios, and Table 5 shows
the corresponding fiscal revenues for 2023. Arbitrios are applied at various tax rates detailed in the

appendix.

Table 4

Taxes on Goods (Excise Taxes) and Certain Transactions?

Cement

Sugar

Plastic products

Tobacco products
Cigarettes
Cigars
Loose tobacco
Cigarette paper
Cigarette tubes
Smokeless tobacco
Powdered tobacco
Electronic cigarettes

Nicotine cartridges

Motor vehicles
Automobile
Propulsion units
Buses
Trucks
Motorcycles
All-terrain vehicles
Manual or light-duty trailer hitch

Ships
Heavy equipment
Alcoholic beverages
Beer
Distilled spirits

Vaporizer Wines
Fuel Other beverages
Gasoline Acquisition of certain property 4%°
Aviation Room occupancy tax
Gas or diesel Tire surcharge
Other fuels Horse racing bets
Crude oil, partially Sports betting
processed products, and Insurance premiums
finished products derived Slot machines

from petroleum Construction excise taxes

Notes.

aTaxes on goods (excise taxes) are listed in the order in which they appear in the Puerto Rico Internal Revenue Code
of 2011 (2011/2025).

bRefers to the Ley para Establecer un Impuesto a las Corporaciones Fordneas (2010/2021).

Source. Puerto Rico Internal Revenue Code of 2011 (2011/2025) and other tax laws.

Table 5

Revenues from Taxes on Goods (Excise Taxes) and Certain Transactions in Millions of S

Taxes on Goods (Excise Taxes) 2,757
Acquisition of certain tangible property and services 742
Motor vehicles 652

Crude oil 370
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Table 5 (cont.)

Revenues from Taxes on Goods (Excise Taxes) and Certain Transactions in Millions of S

Beer 178
Construction activity excise tax (municipalities) 151
Tobacco products 143
Room occupancy tax 126
Gasoline 120
Other fuels 79
Wines and other beverages 65
Distilled spirits 55
Other excise taxes and plastic products 50
Tire surcharge 12
Sugar 8
Gas or diesel 5
Cement 1
Taxes on Certain Transactions 113
Insurance premiums 83
Slot machines 22

Horse racing bets

Sports betting

Total 2,870

Note. The detail of the amounts of tax revenues corresponds to the information published by the Government of Puerto Rico agencies;
for example, in the case of “Tobacco Products’—which in Table 4 occupy rows 4 to 13—the Puerto Rico Department of the Treasury only
publishes the total for the “Tobacco Products” category, which is the amount included in this table.

Source. Puerto Rico Department of the Treasury and other agencies.

3.6. Coffee Import Duty

Coffee is both an agricultural product and a basic consumer good in Puerto Rico. The United States
Congress authorized the Puerto Rico Legislative Assembly to impose a tariff on all coffee imports,
from anywhere in the world—including the United States—for use, consumption, and sale.? Currently,
the tariff is $2.50 per pound of roasted or ground coffee and $1.25 per pound for coffee preparations
in any form other than raw, roasted, or ground.2é This tariff is collected by the U.S. Customs and Border
Protection and transferred to the Government of Puerto Rico after deducting administrative service
costs. Revenue from the coffee tariff totaled $3 million in 2023.

25 |n response to this protectionist measure in favor of Puerto Rican coffee growers, the Legislative Assembly of Puerto Rico
approved the Ley para Imponer un Derecho de Importacion al Café Extranjero que, para uso, consumo y venta, se importe en
Puerto Rico (1931/2024).

26 The current tariff was established in the Normas para Aumentar el Derecho sobre Café Importado al Estado Libre Asociado
de Puerto Rico (1992).
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3.7. Social Security Contributions

“Social Security is a so-called pay-as-you-go system. This means it is a tax-and-transfer system in which
taxes collected from today’s workers fund benefits for today’s beneficiaries. ... There’s no saving or
investing that takes place. Payroll taxes collected today are spent immediately” (Boccia, 2024). In most
countries, these benefits are considered transfers to individuals because their allocation is not based
on strictly actuarial criteria but rather follows social patterns. In this study, Social Security contributions
are considered taxes, since public benefits are not directly tied to the payments made by taxpayers.

This category includes all mandatory payments to public administrations that confer a right to receive a
future social benefit. Such payments are typically earmarked for financing social benefits and are often
made to general government institutions that provide those benefits. The Junta de Planificacién ([JP],
1996) national accounts define Social Security contributions as payments made by employees and
employers to social insurance and welfare systems such as: Federal Old-Age & Survivors Insurance,
government retirement and pension systems, Fondo del Seguro del Estado (State Insurance Fund),
unemployment insurance systems, and the Fondo de Seguro de Choferes (Chauffeurs’ Insurance Fund).

Payments to social insurance and welfare systems do not flow into individuals’ personal income. The
total Social Security contributions amounted to $5,532 million (JP, 2023); of this amount, employees
contributed $2,025 million and employers contributed $3,507 million, as shown in Figure 4. The total
contributions include payments to both the federal and the Puerto Rico governments; for example,
total federal Social Security payments from employees and employers amounted to $3,674 million,
representing 66.4% of total contributions. Of that amount, employees contributed $1,606 million (JP,
2024) and employers contributed $2,068 million.

Figure 4. Contributions to Social Security Systems in Millions of $

Employees
2,025

Employers
3,507

Total FY 2023

Source. Puerto Rico Planning Board.
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3.8. Taxes on Licenses

There are various types of licenses—such as environmental, commercial, operational, recreational, and
utility—that may be considered taxes depending on their purpose and the context in which they are
charged. For example, the motor vehicle license—known as the marbete—is considered a tax because
it is mandatory and there is no direct consideration from the Government in return. It is also classified
as atax because it is charged as a condition for using a good, without a direct relationship to the costs
of the service provided. Other examples of licenses considered taxes include those required to sell
automobiles, alcoholic beverages, or medical cannabis.

The Government’s total revenue from taxes on licenses was $175 million (JP, 2023), of which $108
million, or 61.7%, came from motor vehicles. The remaining $67 million were classified as “other
licenses.” This group includes occupational and professional licenses that function as work permits and
require the payment of fees (Carrién-Tavarez et al., 2024), along with other types of licenses. Specific
information on which of these other licenses meet OECD criteria for being considered taxes was not
identified; nevertheless, since these are government revenues, they were included in this document
as part of tax revenues.

3.9. Other Taxes

This category includes specific taxes on transactions. In Puerto Rico, internal revenue stamps—known
as “stamps and vouchers”—are mandatory payments for certain documents to have legal validity.
They are used, for example, in public deeds (sales and mortgages), judicial certifications, filings with
the Department of State, and documentation submitted to government agencies. These specific
transaction taxes are classified under the category “Registro y Certificacion de Documentos” (Document
Registration and Certification) in net General Fund revenues. Total taxes under this concept in 2023
were $123 million.

Also included here are other municipal taxes identified in the Oficina de Gerencia y Presupuesto (Office
of Management and Budget) data. These include the Special Additional Contribution for Solid Waste
Facilities and the Charge to Telecommunications Companies, Cable TV, and Private Utilities. Collections
from these taxes totaled $7 million, for a combined total of $130 million in “other taxes.” “Some taxes
are more visible, or salient, than others. ... Hidden taxes, like hidden fees, operate under the radar of
at least some of those affected” (Burman & Slemrod, 2020, p. 8); this can occur with special taxes
approved at the municipal level in Puerto Rico.

The Cédigo Municipal de Puerto Rico (2020/2025) authorizes each municipality to establish taxes
or special charges through municipal ordinances.?” The revenues generated from these sources are
not included in this report, as they are not aggregated, identified, or recognized in a general database.

27 A recent example of these taxes is Ordenanza Numero 20 (2025) of the Municipality of Isabela, “To establish a charge on all
transactions involving the purchase and sale of high-value real property located in the Municipality of Isabela, whose sale price is
one million dollars or more, and of real property to be used as a second home exceeding three hundred thousand ($300,000.00)
dollars.” This type of tax or charge also exists in other municipalities.
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Collections from such taxes or charges—created by municipal legislatures—were not found in
publications or in data from CRIM or other government entities. Consequently, to determine which
taxes or charges exist, their rates, and the amounts collected, it would be necessary to research each
of the 78 municipalities individually.

This category could also include other implicit taxes, such as the 911 Service charge and the Puerto
Rico Universal Service Fund charge,?® both billed directly to customers on their monthly telephone
service statements. The latter is a federal tax paid in Puerto Rico that has also been replicated at the
state level; therefore, telephone subscribers on the Island pay both the Federal Universal Service Fund
and Puerto Rico’s own. It was not possible to obtain from the Negociado de Telecomunicaciones de
Puerto Rico (Puerto Rico Telecommunications Bureau) the amount of collections associated with
these charges. The lack of transparency? related to these and other taxes is addressed in section
“4.7. Total Federal Taxes in Puerto Rico.”

3.10. Preferential Taxes on the External Sector

The provision of a specific good or service often depends on the incentives a society has to ensure its
availability (Dieterle, 2020). Societies have various tax policy tools to stimulate domestic investment
and foreign direct investment (FDI). Puerto Rico’s industrialization strategy was designed in the late
1940s with a focus on promoting FDI and creating jobs in manufacturing activities with export potential;
consequently, Puerto Rico has a long history and track record of granting tax incentives such as credits,
income exemptions, and reduced tax rates to FDI (Catald Oliveras, 2013).

The effectiveness of tax incentives in attracting FDI remains one of the unsettled concepts in public
finance and tax policy literature. Most of the theoretical and empirical studies reviewed conclude that,
while tax incentives can be relevant, they are more effective when combined with non-tax factors such
as macroeconomic conditions, infrastructure, and institutional strength (Munongo et al., 2017). This
study does not aim to describe the incentive schemes and preferential treatments of Puerto Rico’s tax
system nor to evaluate their effectiveness;3® however, it recognizes the importance of tax revenues
generated by businesses benefiting from such treatments.

A concentrated group of export-oriented multinational manufacturing companies that are part of a
controlled foreign corporation paid $1,938 million in 2023. Section 957 of the Internal Revenue Code
defines a “controlled foreign corporation” as any foreign corporation if more than 50% of (a) the

28 These charges were established by the Ley del Departamento de Seguridad Publica de Puerto Rico (2017) and the Ley de
Telecomunicaciones de Puerto Rico de 1996 (1996).

29 Although the Ley de Transparencia y Procedimiento Expedito para el Acceso a la Informacién Publica (2019) establishes
mechanisms to ensure citizens’ access to public interest information, a significant lack of transparency persists in Puerto
Rico. Various sources have documented the difficulty in obtaining reliable data (EFE, 2022; Hatch, 2020; Joffe & Martinez,
2016; Oficina del Contralor de Puerto Rico, 2023; Stewart, 2025), as well as the reluctance of some officials to disclose duly
requested information. This issue repeatedly surfaced during the development of this study, limiting access to relevant data
for the fiscal analysis.

30 For information on this subject, see the Puerto Rico Incentives Code (2019/2024).
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total combined voting power of all classes of stock of such corporation entitled to vote, or (b) the
total value of the stock of such corporation, is owned (directly, indirectly, or constructively) by United
States shareholders on any day during the taxable year of such foreign corporation (Controlled foreign
corporations; United States persons, [1999]).

The amount paid by nonresidents or the external sector of the Puerto Rican economy represented 14.5%
of total net General Fund revenues. Revenues are distributed among three types of preferential taxes:
the industrial development income tax; the excise tax on the acquisition of certain tangible personal
property and services (Ley para Establecer un Impuesto a las Corporaciones Foraneas, 2010/2021);
and the royalty tax for the use of patents in manufacturing (Cao Garcia, 2004), known as withholding
on nonresidents. Figure 5 shows the distribution of tax revenues from the external sector, broken
down by type of tax.

Figure 5. Taxes From the External Sector in Millions of $

534 742 662 1,938

Income tax Foreign Nonresident Total
corporation tax withholding FY 2023

Source. Puerto Rico Department of the Treasury.

The composition of external sector taxes will change in the coming years as a result of the new
provisions of Ley Num. 52 de 2022, which essentially replaces the excise tax on foreign companies
with an income tax. It is important to note that “preferential taxation could overburden the tax system,
which ideally should provide for the application of simple, fair, and efficient taxes. Tax incentives risk
undermining the basic principles of taxation to the extent that they complicate the tax system, create
horizontal inequality and distort the efficiency of production” (Rudenko et al., 2023, p. 69).3"

31 Also, they can lead to the loss of budget revenues, which could be used more productively. Therefore, to eliminate a significant
number of shortcomings and contradictory consequences of the use of tax incentives, it is necessary to take measures for their
effective management (Rudenko et al., 2023, p. 69).
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4, Federal Taxes in Puerto Rico

“Taxation without representation is tyranny” is one of the political slogans used by American colonists
living under British rule and government.32 This outcry encapsulates the belief that it is unjust to pay
taxes to the government of a country of which the taxed individuals are not a part® and in which
they have no full representation. As Habiger (2023) states, “[a]fter the American colonies broke away
from Britain, taxation without representation still existed. Puerto Ricans, for instance, are citizens
of the United States, but they are unable to cast ballots in presidential elections, and have no voting
representatives in Congress.” Puerto Ricans also pay taxes to the United States Government.

Residents of Puerto Rico certainly contribute billions of dollars every year to the U.S. Department of the
Treasury, contrary to the erroneous and widespread notion that Puerto Ricans do not pay federal taxes.
This federal taxation is a verifiable fact through publicly available IRS information (Vargas-Ramos et
al., 2024). Below are several federal taxes paid in Puerto Rico, some of which are taken into account
to determine the total taxes paid on the Island, calculate the tax burden of its residents, and compare
elements of its tax structure with that of the 50 states.

47, Income Taxes

Federal income taxation in Puerto Rico dates back to the early period of U.S. colonial rule, when “a
‘territorial’ tax based on the net income of property ... essentially functioned as an income tax on
agricultural operations in Puerto Rico at a time in history when the federal government did not even
have a comprehensive individual or corporate income tax” (Dick, 2015, p. 22).34 Currently, Puerto Rico
has partial fiscal autonomy with respect to income generated in the territory, allowing such income to
be subject solely to Puerto Rico’s tax system and not to the U.S. federal tax system (Internal Revenue
Code [IRC], 1954/2023).35

32 James Otis Jr., a lawyer and politician from Massachusetts, “is most closely linked with this slogan, although he may not
have been the first to use it. He campaigned heavily against taxation without representation. In 1764, Otis wrote “..the very
act of taxing, exercised over those who are not represented, appears to me to be depriving them of one of their most essential
rights, as freemen; and if continued, seems to be in effect an entire disfranchisement of every civil right” (St. Germain, n.d.).

3 |n the case Downes v. Bidwell, the United States Supreme Court ruled that “Puerto Rico is a territory appurtenant and belonging
to the United States, but not a part of the United States” (White & Brown, 1901), a situation that remains in effect to this day.

34 Dick’s (2015) article “develops a novel theory of U.S. tax imperialism in Puerto Rico, chronicling the sundry ways in which the
United States has used tax laws to exert economic dominance over its less developed island colony. During the colonial period,
U.S. officials wrote and revised Puerto Rican tax laws to serve U.S. economic interests. In more recent years, U.S. tax laws have
disadvantaged Puerto Ricans, who still lack voting rights and full democratic representation in Congress” (Dick, 2015, p. 1).

35 Section 933 of the United States Internal Revenue Code provides that income derived by an individual from sources within
Puerto Rico is exempt from federal income tax, provided the individual qualifies as a bona fide resident of Puerto Rico for the
entire taxable year.
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There are exceptions, in specific circumstances relevant to this study, in which the federal income tax
applies to individuals.® These exceptions are: (a) persons with income from sources outside Puerto
Rico (for example, investments or remote work for U.S. companies); (b) employees of the federal
government, including members of the U.S. armed forces stationed in Puerto Rico—a total of 19,500
people in 2023 (Planning Board, 2024); (c) U.S. citizens with dual residency or who remain in Puerto
Rico for fewer than 183 days per year; and (d) eligible persons claiming certain refundable federal
credits, such as the Child Tax Credit.

4.). Payroll Taxes

The federal exemption from income tax in Puerto Rico does not extend to federal payroll taxes,
corresponding to contributions to Social Security and the Medicare health program. Federal payroll
taxes are often referred to by the acronyms of the laws authorizing them, for example, FICA (Federal
Insurance Contributions Act) and SECA (Self-Employment Contributions Act), and they apply to all
workers earning wages or compensation for personal services according to their employment status,
regardless of whether they reside in one of the 50 states or in a territory such as Puerto Rico.3” The
rates for these taxes are the same in Puerto Rico and in the 50 states.

The Social Security tax rate is 6.2% for the employer and 6.2% for the employee on all earnings,
amounting to a total of 12.4%, up to a maximum limit of $160,200 (in 2023). “The cap is adjusted
every year for increases in average wages. Because of the cap, the Social Security tax is much smaller
share of earnings at the top than for low- and middle-income earners” (Burman & Slemrod, p. 60).
The Medicare tax rate is 1.45% for the employer and 1.45% for the employee on all earnings, that is,
a total of 2.9%, with no maximum limit. Self-employed workers pay both components (IRS, 2024), at
a combined rate of 15.3%.

4.3. Estate Taxes

The tax treatment applicable to a person who is a U.S. citizen, resides in Puerto Rico or another U.S.
possession, and owns assets within the 50 states at the time of death is particular and noteworthy. The
federal Internal Revenue Code provides that such an individual will be considered a “nonresident not a
citizen of the United States” if they acquired U.S. citizenship solely by reason of: (1) being a citizen of
such possession or (2) having been born or residing there (IRC, 1960). Under this provision, the assets
that person owns within the 50 states will be subject to the federal estate tax.

The estate of persons born in Puerto Rico or anywhere in the United States who are domiciled on
the Island at the time of death will be subject to the payment of federal estate taxes on assets they
own within the 50 states, in excess of $60,000 (IRS, 2025b). This means that if the value of assets

36 “Publicly available Internal Revenue Service (IRS) data indicate residents of Puerto Rico had been paying “income taxes” to
the federal treasury since at least 1939” (Vargas-Ramos et al., 2024, p. 7).

37 See the Internal Revenue Code (2023b) in the “References” section of this report.
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located in the United States—excluding its possessions—at the time of death exceeds this threshold,
the executor or heirs must file the federal Form 706-NA, United States Estate (and Generation-Skipping
Transfer) Tax Return Estate of Nonresident Not a Citizen of the United States (IRS, 2019), corresponding
to the decedent’s estate.

In contrast to the $60,000 exclusion applicable to U.S. citizens born and domiciled in Puerto Rico,
the estate of those residing in one of the 50 states at the time of death is entitled to an exclusion of
$13,990,000 at present, an amount that increases annually in proportion to inflation. The tax situation
of persons born in Puerto Rico but domiciled outside Puerto Rico and the United States at the time
of death will be the same as that of any person born in one of the 50 states. This means they must
declare all their assets on the corresponding federal return, claim the credit for taxes paid to other
countries, and take the $13,990,000 exclusion.

4.4. Customs Duties

Puerto Rico is part of the U.S. customs system, as established in the United States Code (Duties and
taxes to constitute fund for benefit of Puerto Rico; ports of entry, 2023). This integration means that
Island residents are subject to federal customs duties on goods imported from foreign countries;
consequently, the price of imported goods consumed by Puerto Rico residents includes in its cost the
corresponding federal customs tax. Under current federal law, the revenues generated from customs
duties in Puerto Rico, after deducting administrative costs, must be transferred to the Treasury of
Puerto Rico.3®

For the purposes of this report, the point of interest is the total amount of customs duties paid by Puerto
Rico residents in connection with imports. In Fiscal Year 2020, U.S. Customs and Border Protection
(CBP, 2021) reported that CBP San Juan Field Operations “supported federal government services
and promoted a competitive global marketplace for American businesses by collecting $237 million
in duties, taxes, and other fees.” It is estimated that customs duty revenues amounted to $250 million
during calendar year 2023, in accordance with data from the U.S. International Trade Commission
(Stewart, 2024).%°

38 Data from the Puerto Rico Department of the Treasury indicate that Puerto Rico did not receive a single cent of the customs
revenues collected by U.S. Customs and Border Protection (CBP) between 2016 and 2024. On the other hand, available data
from the U.S. International Trade Commission show that, during that same period, CBP collected more than $1,700 million
in tariffs applied to merchandise entering Puerto Rico. Stewart (2025) asks: “Where has this money gone? ... The people of
Puerto Rico deserve a full report on all customs revenue collected and how it is disbursed. There is a need for an accurate and
public time series on the annual collection and distribution of these funds, a specification of how CBP calculates the cost of
collection, as well as public disclosure of all memoranda of understanding between the governments of the United States and
Puerto Rico in relation to this matter.”

3 The information comes from the chart Duties collected on imports to Puerto Rico and the share covered over to the PR Treasury
1996-2023, whose source is https://dataweb.usitc.gov (Stewart, 2024) and from J. Stewart (personal communication, June 17,
2025). In response to a Freedom of Information Act request regarding customs duties collected in Puerto Rico, U.S. Customs
and Border Protection (CBP) provided a document corresponding to federal fiscal year 2023 (October 1, 2022 to September 30,
2023). The data are broken down by Harmonized Tariff Schedule code and description, with a +4% margin of error. The total
estimated duty reported by CBP for fiscal year 2023 is $286,852,077 (Andrés |. Garcia, personal communication, August 1,
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4.5. Telecommunications Taxes (Universal Service Fund)

The Federal Universal Service Fund is a type of redistributive tax, established “to support vital
communications investments where the marketplace falls short” (Office of the Chairwoman, 2024).
Its purpose is to provide telephone and internet services to “low-income consumers and those
in rural, insular, and high-cost areas” (Telecommunications Act of 1996, 1996). The law requires
telecommunications companies to contribute a portion of their revenues to the Federal Universal Service
Fund;* however, these companies pass this responsibility on to their customers, who ultimately pay
this tax through their monthly bills.

The companies remit the money to the government and may subsequently be eligible to receive funding
to expand, provide, and promote their services to customers under universal service parameters. The
Federal Communications Commission does not publish collections from this tax broken down by state;
however, it reported that in 2023, carriers on the Island received $76 million to connect households in
the most rural communities; from 2022 to 2024 they received $95 million for broadband connectivity
and internal connections for schools and libraries; and in March 2024, 551,253 local subscribers
received discounted phone and/or internet service (Office of the Chairwoman, 2024).

4.6. Taxes on Air Transportation

Residents of Puerto Rico pay federal taxes on air transportation in the same way as residents of the
50 states. The taxes included in the total cost of airline tickets apply uniformly to all domestic flights
in the United States, including those connecting Puerto Rico with the states or other U.S. territories.
Puerto Rico is part of the federal civil aviation system; therefore, flights between the Island and the rest
of the United States are considered domestic, not international. This system includes the Department
of Transportation, the Federal Aviation Administration, and the Transportation Security Administration.

The structure and rates of the air transportation tax include: (a) a 7.5% tax on the amount paid for
air passenger transportation; (b) $5.00 per passenger per domestic segment; (c) an international
facilities use tax of $22.20 per passenger, applicable to international flights beginning or ending in
the United States; and (d) a reduced rate of $11.10 per passenger for flights from Hawaii or Alaska
(Internal Revenue Code, 2023c).#' Taxes collected on airline tickets go to the Airport and Airway Trust

2025). This information was received while the Spanish version of the report was already in press; therefore, the updated figure
is acknowledged in this note in the English version, but the original estimate of $250 million remains in the body and tables of
the document due to timing constraints.

40 The United States Court of Appeals for the Fifth Circuit determined, on July 24, 2024, that the program’s funding mechanism
is unconstitutional. In its decision in Consumers’ Research v. FCC, that court concluded that the way in which the Federal
Communications Commission’s funding mechanism constitutes an unconstitutional delegation of Congress’s taxing power.
On June 27, 2025, the United States Supreme Court, in a 6—3 decision, overturned the Fifth Circuit’s ruling and upheld the
constitutionality of the Federal Universal Service Fund, “a charge that has been included on telephone bills” for almost 30 years
(Sherman, 2025).

41 Some of these rates are adjusted for inflation, and certain sections of the law expire and require periodic congressional action.



Carrion-Tavarez | Rios |

Fund. It was not possible to identify a record of the amount of federal taxes on airline tickets paid by
residents of Puerto Rico.

The Puerto Rico Planning Board produces and publishes statistics on the number of trips and travel
expenses of Puerto Rico residents. Using that information, an estimate was made of the total air
transportation tax paid on the Island. The result of this exercise was about $30 million in 2023. This
amount was not included in the total taxes paid because it did not come from an official source and has
a marginal effect on the calculation of the tax burden and comparative analysis. It would be beneficial
to know the actual amount collected from airline ticket taxes to integrate it into the total contributions
paid by Puerto Rico residents.

4.7. Total Federal Taxes in Puerto Rico

Total gross federal collections from Puerto Rico in 2023 amounted to $5,390 million (IRS, 2025c). This
amount is composed of various taxes such as income tax, payroll tax—which is the main source—,
estate tax, and excise taxes. IRS figures include the payroll tax portion within the income tax category.
To separate the amount corresponding to contributions to the federal social security systems, statistics
published by the Puerto Rico Planning Board were used. The total contributions to the federal social
security systems amount to $3,674 million; this means that, of the $5,390 million, $1,716 million
corresponds to other tax categories.

One of the greatest difficulties encountered during the study was the lack of transparency regarding
federal tax processes on the Island. Public entities and government officials in Puerto Rico tend to
be reserved when it comes to disclosing information related to the amounts of federal taxes paid by
residents. They are also not open to informing the public about the administrative costs that the federal
government deducts from collections made on the Island. Although this information is presumed to
be public, efforts to obtain it were unsuccessful. This opacity prevented an accurate calculation of the
amount of federal taxes collected in Puerto Rico.

Several federal agencies also do not publish some of their collections from tariffs, fees, and taxes,
or do not break them down by state or jurisdiction; this also limited the research. Examples include
customs duties, the coffee import tariff, telecommunications taxes (Universal Service Fund), and air
transportation taxes. Officials from state and federal entities in Puerto Rico and the United States
responded to information requests with instructions on how to submit them—such as completing online
forms or sending written petitions—; however, even after following such procedures, the requested
information was not provided.

5. Total Taxes Paid

The total federal, state, and local taxes paid in Puerto Rico by both resident and non-resident individuals
and businesses amounted to $23,281 million in fiscal year 2023. The main tax category was the
income tax, with $7,424 million, followed by social security contributions, which totaled $5,532 million.
Adding to these two categories the real and personal property taxes ($1,172 million) and federal taxes
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(81,716 million) yields the total for direct taxes—those levied on the income or wealth of individuals
and businesses. This total amounts to $15,844 million, equivalent to 68.1% of total collections.

Indirect taxes, as noted earlier, are those paid on consumption. These include the categories of taxes
on goods and services, taxes on goods (excise taxes) and certain transactions, and other taxes.
Together, these categories represent $7,437 million, equivalent to 31.9% of tax revenues. The residual
categories—those with a share below 1%—have a marginal weight in the tax structure. This distribution
reveals a marked dependence of the tax system on direct taxes, which reinforces its progressive nature
and makes it vulnerable to the concentration of the burden on specific segments of the population.
Table 6 details this composition.

Table 6
Distribution of Taxes by Category

Category (Millions of $) %
Income tax 7,424 31.9%
Social security contributions? 5,532 23.8%
Taxes on goods and services 4,258 18.3%
Taxes on goods (excise taxes) 2,757 11.8%
Federal taxes® 1,716 7.4%
Real and personal property 1172 5.0%
Licenses for the use of goods and permits 175 0.7%
Other taxes 130 0.6%
Taxes on certain transactions 113 0.5%
Coffee import duties 3 0.0%
Inheritance and gift taxes 1 0.0%
Total 23,281 100%
Notes.

a|ncludes $3,674 million in federal taxes, such as contributions to social security systems.
b Equals total federal taxes of $5,390 million minus $3,674 billion, included in social security contributions.
Source. Various agencies of the Government of Puerto Rico and the IRS.

Figure 6 illustrates the distribution of taxes collected at the three levels of government. This breakdown
makes it possible to assess how different taxes affect the flow of fiscal revenues and economic
activity. It is noteworthy that in Puerto Rico, more taxes are paid to the federal government than to the
local (municipal) government, and that the latter—the level closest to the people—accounts for only
9.9% of total collections. For every dollar residents pay in taxes to the municipal government, they pay
approximately $6.74 to the state government and $2.33 to the federal government. This distribution
reflects a markedly centralized public administration and tax structure.
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Figure 6. Distribution of Taxes Paid by Level of Government,
in Millions of $ and as a Percentage of Total

5,390

Federal Municipal government

government 231
23.2% 9.9%

State government
66.9%

15,580 Total FY 2023

Source. Puerto Rico Department of the Treasury.

A worker pays taxes on their salary and then sees their disposable income subject to multiple indirect
taxes related to the consumption of goods and services. It is common for a single item to be taxed
multiple times, almost always twice, depending on the type of product and the nature of the transaction
(such as import or sale).#? In Puerto Rico, several items are subject to more than one tax at different
stages; for example, gasoline is subject to the gasoline excise tax as well as the excise tax on crude
oil, derivative products, and other hydrocarbon mixtures. Other examples are beer and wine, which are
subject to the producer’s excise tax and, when purchased by the consumer in a store, also pay the SUT.

The case of a coffee with sugar prepared in an establishment is particularly illustrative, as it may involve
the payment of up to four taxes. If the coffee is imported, it is subject to the coffee import tariff; if
it contains sugar, it is also subject to the sugar excise tax; if it is ready for consumption, the 7% SUT
on prepared foods applies; and, when purchased in a business, the municipal license tax (patente) is
added.*® These examples show how the total taxes paid have a considerable impact on people’s daily
lives. The effect of taxes on people’s pockets can be better understood when quantified and expressed
in monetary terms through the tax burden on residents and the per capita tax.

6. Puerto Rico’s Tax Burden

The tax burden of a jurisdiction is defined as the percentage ratio between the total taxes paid by
residents and their total income. From a macroeconomic perspective, it corresponds to the relationship
between total tax revenues and the monetary value of the goods and services produced within a

42 This situation is not unique to Puerto Rico and has been documented in other studies.

43 The OECD considers the municipal license tax (patente) to be a consumption tax, whose effective incidence is on the consumer,
although the legal incidence is on the business. The establishment pays the patente based on its gross receipts. If it sets its
profit margin after taxes, it will pass the cost of the patente on to the consumer through its pricing structure. Although it is not
charged directly to the buyer, the tax is indirectly transferred as part of the final product price.
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country’s economy. There are two principal economic indicators used to measure a country’s production:
Gross Domestic Product (GDP) and Gross National Product (GNP). Both indicators can be employed
to calculate the tax burden, and the relevance of each depends on the specific characteristics of the
country’s economy.

GDP is the total monetary value of all final goods and services produced within a country by individuals
and companies, both domestic and foreign, during a given period (Gémez-Barroso, 2022). In other words,
GDP reflects the value of production generated by domestic or foreign entities, whether resident or
nonresident. In contrast, GNP represents the monetary value of all final goods and services produced
in a year by residents and local companies, regardless of whether the production takes place inside
or outside the country. Due to the importance of foreign investment in Puerto Rico’s manufacturing
sector, GDP is significantly higher than GNP, unlike in most countries.

Puerto Rico’s GDP in 2023 was $117,903 million, while GNP was $81,550.7 million—a percentage
variation of 44.6%. This gap is mainly due to the significant participation of foreign companies in Puerto
Rico's productive structure, particularly in the pharmaceutical and medical device industries. Under
accounting methodology, the value added by these companies is included in GDP, as it is reflected as
production within the territory. Since most of the profits generated return to the country of origin of
the FDI,* those revenues are not counted in GNP, which is based on income generated by factors of
production owned by residents.

The profits of foreign companies receive preferential tax treatment and correspond to taxes paid by
nonresidents or the external sector. The inclusion or exclusion of these taxes in calculating Puerto Rico’s
tax burden has a significant impact. The total taxes paid in Puerto Rico in fiscal year 2023 amounted
to $23,281 million; of that amount, Puerto Rico residents paid $21,343 million and the external sector
paid $1,938 million. Dividing total taxes paid ($23,281 million) by GDP ($117,903 million) yields a tax
burden in Puerto Rico of 19.7%. If only the taxes paid by residents ($21,343 million) are divided by GNP
($81,550.7 million), the tax burden in Puerto Rico is 26.2%.

Internationally, tax burden is measured as the ratio of tax revenues to GDP; for this reason, in order
to make international comparisons, Puerto Rico's GDP must be used. To calculate the tax burden of
residents, it is appropriate to exclude taxes paid by the external sector and use GNP.#5 In summary,
when this report presents the tax burden based on GDP, it includes taxes paid by both residents and the
external sector; but when referring to the tax burden of Puerto Rico's residents, taxes from the external
sector are excluded and GNP is used. Table 7 details the calculation of the residents’ tax burden.

4 This process does not imply an extraction of wealth or national resources, but rather the return on investment made by
individuals or private entities.

4 To calculate the tax burden by economic sectors, such as consumers and businesses, it is recommended to use GNP for
local sectors and GDP for foreign companies.
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Table 7

Tax Burden of Puerto Rico Residents

2023
(Millions of $)
Total taxes 23,281.0
Taxes paid by the external sector -1,938.0
Total taxes paid by residents (TR) 21,343.0
GNP 81,550.7
Tax burden (TR/GNP) 26.2%

Note. One interpretation of this tax burden is that, for every dollar they produce, residents of Puerto Rico pay $0.26 in taxes.
Source. Table 6 and the Puerto Rico Planning Board.

The elements of Puerto Rico's tax system are dispersed across codes, laws (and their numerous
amendments), rules, regulations, as well as specific ordinances of the 78 municipalities. This dispersion
makes Puerto Rico’s tax system fragmented, intricate, and difficult to organize as a whole. Furthermore,
the ambiguity and imprecision—both linguistic and numerical—present in some of these elements?*
add complexity to the tax system and pose a challenge for the accurate identification of sources and
the precise accounting of the total amount of collections. If all amounts paid in undetected taxes or
fees were known with certainty, the tax burden on residents would be higher.

7. Puerto Rico’s Per Capita Tax

Another statistical indicator used to measure the weight of taxes is per capita taxation. This refers
to the average amount of taxes each person pays in a year; in other words, it measures the average
tax effort per person. “It is important to recognize that higher per capita tax collections are the result
of a complex web of interconnected choices, priorities, and variables—tax rates, tax bases, and the
economy on which they’re imposed” (Johns, 2025); and it can have implications for a society’s tax
compliance. The per capita tax is a microeconomic and distributive approach, calculated by dividing
the total collected by the total population.

In 2023, Puerto Rico residents paid $21,343 million in taxes, and the population was 3,213,000 people.
This amounts to an average of $6,643 per capita, or $554 per month. It is also possible to calculate
per capita tax contributions for specific taxes, which can offer a more accurate representation of the
fiscal effect on individuals (Table 8); for example, per capita consumption taxes (including the sales
and use tax), all excise taxes, the municipal license tax, and customs duties average $2,297 per person.
For individual income tax, including payroll taxes, the average is $1,689 per person.

46 This ambiguity and imprecision was found, for example, in the types and rates of the “Sales and Use Tax and on Imports.” After
examining the Puerto Rico Tax Justice Act of 2006 (2006) and the Puerto Rico Internal Revenue Code of 2011 (2011/2025), it
was necessary to turn to Form AS 2915.1 Sales and Use Tax and Tax on Imports Monthly Return (Departamento de Hacienda,
2022) to precisely determine the types and rates of this tax.
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Table 8
Per Capita Tax

(Milli)(:?:of 9) Per cépitain $
Population: 3,213,000
Total taxes 21,343 6,643
Individual income and payroll taxes 5428 1,689
Consumption taxes 7,381 2,297
Sales and use tax (SUT) 3,711 1,155
Excise taxes 2,870 893

Source. Own calculations based on data from the Puerto Rico Department of the Treasury and the Puerto Rico Planning Board.

The tax burden and per capita tax are useful indicators for analyzing people’s economic situation and
the possible effect of the tax environment on compliance. Studies have found a statistical correlation
and significant effect between the level of tax rates and taxpayers’ willingness to voluntarily comply
with their fiscal obligations (Chindengwike, 2022, p. 893). Experience shows that when the tax rate
decreases, the level of taxpayer compliance increases, while higher tax rates are associated with lower
compliance levels (Benedicto, 2016; Masud & Gambo, 2019).#

8. Comparison of State and Local Taxation in Puerto Rico
and the 50 States

In the United States, taxes are paid at the federal, state, and local levels.*® A resident of any state is
subject to paying these taxes, whose differences—aside from the political and jurisdictional scope—
lie in the destination of the collected funds. The federal tax system is uniform, meaning it applies a
single set of tax rules throughout the country with no state-by-state variations; however, each state has
autonomy to establish its own tax systems. States therefore design their tax policies—for example,
deciding whether to levy a personal income tax, defining the taxable base for consumption tax, and
setting their credits and deductions.

The significant differences between state tax systems have demographic, economic, business, labor,
and productive implications. When businesses and workers are mobile across state borders, these
differences “over time and place have the potential to significantly affect the geographical allocation

47 Some researchers recommend that policymakers adjust tax rates to increase levels of voluntary compliance. This conclusion
is supported by different scholars who stated that, in most developing countries, tax rates are so high that they discourage tax
compliance (Chindengwike, 2022; Deyganto, 2018; White, 2010).

48 Local taxes in the United States can be applied on very small spatial scales; for example, Plantation Walk—a complex
integrating retail, dining, entertainment, and residential spaces in South Florida—has a tax called the Plantation Walk Marketing
and Entertainment Fee of 1%. This charge, approved by the City of Plantation, is included in the lease agreements of all tenants
and is collected by each establishment from consumers as a sales tax in addition to the state tax. Its purpose is to fund activities
such as free concerts and car exhibitions.
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of highly skilled workers and employers. ... Many states aggressively and openly compete for firms and
high-skilled workers by offering low taxes. Indeed, low-tax states routinely advertise their favorable
tax environments with the explicit goal of attracting workers and business activity to their jurisdiction”
(Moretti & Wilson, 2017, p. 1).*°

Since states compete with each other to attract investment, workers, and retirees, comparing their
state and local tax structures is essential for fiscal policy formulation. This comparison is also useful
for businesses and individuals in deciding where to invest or settle. Federal taxes, applying equally to
each state, are therefore not considered in the comparisons and rankings among the 50 states based
on taxes paid and tax burden. The following section presents a comparison of the tax structures of
Puerto Rico and the 50 states, using state and local revenue sources as the reference point, with
federal taxes excluded.

8.1. Comparison of Tax Burden

As explained earlier, the tax burden is an indicator of the weight of taxes on economic activity. The
tax burden of Puerto Rico’s residents was calculated using two references: GDP and GNP. In 2023,
Puerto Rico’'s GDP exceeded its GNP by 44.6%, a percentage variation substantially greater than that
recorded in the United States, where it was just 0.6% in 2022. This marked divergence is one of the
most distinctive structural features of Puerto Rico’s economy. The gap reflects the disproportionate
weight of the productive activities of foreign companies in the local economy, whose revenues are not
fully integrated into the Island’s national income.

GDP replaced GNP as the main measure of U.S. production in the 1990s (United States Department
of Commerce, 1991).5° GNP continues to be a key aggregate in the national income and product
accounts, but the state-level breakdown stopped being published. For the comparative analysis of
Puerto Rico’s tax burden with that of the United States overall and each of the 50 states, GDP is used
because it is the internationally accepted measure and is available by state. In addition, the tax burden
of Puerto Rico's residents based on GNP is included, as it is considered to provide a more accurate
representation of their fiscal situation.

To compare Puerto Rico and the United States using GDP or GNP, it is necessary to establish
homogeneous comparative bases to ensure consistency and validity of the analysis. The statistics for
state and local taxes in the 50 states exclude taxes paid by the external sector, state contributions to
Social Security, and federal taxes. Similarly, in comparisons of federal, state, and local taxes, payments
from the external sector and state contributions to Social Security are also excluded; therefore, it is
necessary to exclude these contributions from the total taxes paid in Puerto Rico for a valid comparison
with the United States.

49 “Between 2012 and 2014, Texas ran TV ads in California, lllinois and New York urging businesses and high-income taxpayers
to relocate. Governor Rick Perry visited dozens of California companies to pitch Texas’ low taxes, famously declaring: “Texas
rewards success with no state income tax™ (Moretti & Wilson, 2017, p. 1).

% The cited United States Department of Commerce publication describes the change from GNP to GDP and provides information
on how GNP and GDP differ conceptually in monetary terms.
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The first column of Table 9 presents the calculation of the tax burden of Puerto Rico residents (with
the exclusions noted in the previous paragraph) for comparisons based exclusively on state and local
taxes. The result is an adjusted total of $14,095 million in taxes and a state and local tax burden of
17.3%. The second column of the same table shows the calculation of the tax burden for comparisons
that include federal, state, and local taxes. In this case, the adjusted total tax revenues amount to
$19,485 million, and the corresponding tax burden is 23.9%.

Table 9

Tax Burden of Puerto Rico Residents by Tax Groups and as a Proportion of GNR in Millions of S, for
Comparisons With the United States and the 50 States

Elements Table 10 Table 21

Type of comparisons Based on state Based on federal, state,
and local taxes and local taxes

Total taxes paid 23,281.0 23,281.0

Taxes paid by the external sector -1,938.0 -1,938.0

State contributions to social security -1,858.0 -1,858.0

Federal taxes -5,390.0

Total taxes 14,095.0 19,485.0

GNP 81,550.7 81,550.7

Tax burden 17.3% 23.9%

Source. Own calculations based on data from the Puerto Rico Planning Board and previous tables from this report.

Table 10 presents a comparison of the total state and local tax burden in Puerto Rico, the U.S. average,
and the 50 individual states. Puerto Rico’s tax burden—measured by GDP (13.6%) or by GNP (17.3%)—
exceeds the U.S. average and is higher than that of every state. This comparison indicates that state
and local taxes in Puerto Rico are relatively higher than in the states. Moreover, it shows that each
dollar generated by economic activity in Puerto Rico is taxed at $0.17, a substantially higher amount
than the U.S. average of $0.09, and at least double that of 22 states.

Table 10

Total Tax Burden of State and Local Taxes, in Millions of S, in Puerto Rico, the United States,
and the 50 States?®

N State and Tax Burden
Jurisdiction GNP Local Taxes % of GNP
Puerto Rico 81,551 14,095 17.3%
L. State and Tax Burden
b
Jurisdiction GDP Local Taxes % of GDP
Puerto Rico 117,903 16,033 13.6%

United States 25,693,377 2,357,612 9.2%
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Table 10 (cont.)

Total Tax Burden of State and Local Taxes, in Millions of S, in Puerto Rico, the United States,
and the 50 States?®

Alabama 284,949 23,904 8.4%
Alaska 66,272 5,079 7.7%
Arizona 484,052 38,326 7.9%
Arkansas 168,606 16,064 9.5%
California 3,660,416 403,905 11.0%
Colorado 494,673 42,360 8.6%
Connecticut 321,686 35,103 10.9%
Delaware 92,558 7,791 8.4%
Florida 1,465,281 108,624 7.4%
Georgia 779,684 57,159 7.3%
Hawaii 103,153 13,719 13.3%
Idaho 112,290 9,956 8.9%
lllinois 1,040,353 103,165 9.9%
Indiana 473,493 39,394 8.3%
lowa 242,753 20,404 8.4%
Kansas 212,612 18,586 8.7%
Kentucky 261,541 23,575 9.0%
Louisiana 298,424 25,343 8.5%
Maine 86,493 9,993 11.6%
Maryland 484,908 49,787 10.3%
Massachusetts 695,612 65,496 9.4%
Michigan 627,009 53,055 8.5%
Minnesota 454,993 46,046 10.1%
Mississippi 142,762 14,038 9.8%
Missouri 400,265 30,747 7.7%
Montana 68,702 6,510 9.5%
Nebraska 167,480 13,250 7.9%
Nevada 227,321 19,593 8.6%
New Hampshire 106,488 8,282 7.8%
New Jersey 758,289 86,948 11.5%
New Mexico 128,139 16,400 12.8%
New York 2,052,759 250,862 12.2%
North Carolina 728,499 56,751 7.8%
North Dakota 73,780 6,985 9.5%
Ohio 832,661 67,585 8.1%
Oklahoma 245,976 20,199 8.2%
Oregon 298,848 29,414 9.8%
Pennsylvania 919,741 86,370 9.4%

Rhode Island 72,869 7,689 10.6%
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Table 10 (cont.)

Total Tax Burden of State and Local Taxes, in Millions of S, in Puerto Rico, the United States,
and the 50 States?®

South Carolina 301,945 26,480 8.8%
South Dakota 69,069 4,598 6.7%
Tennessee 488,670 33,182 6.8%
Texas 2,436,925 163,191 6.7%
Utah 261,081 21,124 8.1%
Vermont 41,012 5284 12.9%
Virginia 666,682 59,350 8.9%
Washington 742,909 57,734 7.8%
West Virginia 98,290 9,495 9.7%
Wisconsin 400,621 35,078 8.8%
Wyoming 49,783 3,638 7.3%
Notes.

2Data for Puerto Rico correspond to fiscal year 2023, and the data for the United States correspond to fiscal year 2022, as these
are the most recent years with available information in each case. This difference is not significant for the purposes of this report.
b Excludes the District of Columbia.

Source. Personal Income by State (Bureau of Economic Analysis [BEA], 2025) and own calculations based on data from Table 1. State
and Local Government Finances by Level of Government and by State: 2022 (USCB, 2022).

8.2. Comparison of the Distribution of Taxes by Type

Understanding the structure of the tax system from an economic, social, and political perspective
is essential for several reasons; for example, it is the basis for evaluating whether the tax system is
adequate, efficient, and fair. There is disagreement about what makes people consider taxes fair or
unfair and about “how the burden should be shared across families of different levels of affluence.
The current personal income tax is designed to be “progressive,” meaning that higher-income people
typically pay a larger percentage of their incomes in taxes than do those with lower incomes” (Slemrod
& Bakija, 2017, pp. 9-10).

“For some, a “fair” tax system means maintaining this progressivity and perhaps increasing the burden
on those with higher incomes.” Others, however, dismiss this idea on the grounds that it penalizes
those who produce the most. “Not surprisingly, people’s views about whether the tax system is fair are
strongly influenced by how hard the tax system hits their own families” (Slemrod & Bakija, 2017, p. 10).
“It should be mentioned, however, that policies that make the distribution of income more equal are
not always fairer” (Brys et al., 2016, p. 5). Some differences in income may be considered fair in the
sense that they reflect differences in individual effort (Cappelen & Tungodden, 2012) and productivity.

Table 11 compares the distribution of state and local taxes by type in Puerto Rico and the United States.
Puerto Rico has a more concentrated structure, relying 69.6% on two types of taxes: consumption
taxes on goods and services and corporate taxes; moreover, the latter is the one that differs the most
between both jurisdictions, with a percentage 4.4 times higher on the Island than the U.S. average. The
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main sources of tax revenue in the United States are three: consumption taxes on goods and services,
property tax, and personal income tax, representing a more diversified fiscal structure.

Table 11
Distribution of State and Local Taxes by Type in Puerto Rico and the United States

Type of Tax Puerto Rico United States
Property 7.3% 27.4%
Consumption 39.9% 33.4%
Individual income 21.2% 25.4%
Corporate income 29.7% 6.7%
Other taxes 1.9% 71%

Source. Own calculations based on data from Table 1. State and Local Government Finances by Level of Government and by State:
2022 (USCB, 2022).

The comparison highlights that Puerto Rico relies much less on property taxes—7.3% versus 27.4% in
the United States—. This is a symptom of lower property valuation, less fiscal pressure on real estate,
and a less developed legal structure for collecting this type of tax.5" It is also noteworthy that in both
tax systems, personal income tax ranks third in collections, although it is less significant in Puerto
Rico (21.2%) than in the United States (25.4%). It is important to remember that these percentages
correspond to state and local taxes. Property tax in Puerto Rico merits a specific and in-depth study.

Table 12 shows the notable dissimilarity between revenue sources in each of the 50 states. State and
local governments combine various taxes with different rates and tax bases. The scale and scope of
taxable economic activity in each state reflect its economic and fiscal policies, tax legislation, and the
political preferences of its residents, who can influence the design of the tax system and the balance
of government financing. Ultimately, each state designs its tax system in line with its predominant
economic model, the availability of resources, and the demand for public services.

Table 12
Distribution of State and Local Taxes by Type in Puerto Rico, the U.S. Average, and the 50 States

. Consump- Individual Corporate Other
Jurisdiction Property tion Income Income Taxes
Puerto Rico 7.3% 39.9% 21.2% 29.7% 1.9%
United States 27 4% 33.4% 25.4% 6.7% 7.1%
Alabama 14.8% 46.8% 26.1% 6.1% 6.2%
Alaska 34.5% 14.6% 0.0% 8.1% 42.8%

51 The CRIM has identified (a) approximately 200,000 real properties outside the registry (new or unreported); (b) countless
improvements—such as terraces, pools, and extensions—not appraised; and (c) undue exemptions that result in a reduction
in collections. On the other hand, nearly 80% of the properties that have been added to the CRIM inventory have been primary
residences, so many benefit from tax exemption or some type of exclusion (Pérez, 2025).
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Table 12 (cont.)
Distribution of State and Local Taxes by Type in Puerto Rico, the U.S. Average, and the 50 States

ssdction property COfume Indvdusl - Comorate - gter
Arizona 24.2% 49.3% 19.6% 3.1% 3.8%
Arkansas 16.3% 50.8% 23.2% 51% 4.6%
California 20.7% 24.9% 36.2% 11.4% 6.8%
Colorado 29.3% 35.4% 27.6% 3.6% 41%
Connecticut 34.6% 23.7% 28.1% 10.4% 3.2%
Delaware 15.1% 8.6% 30.9% 6.5% 38.9%
Florida 34.3% 51.5% 0.0% 3.5% 10.7%
Georgia 27.9% 32.8% 32.0% 4.4% 2.9%
Hawaii 16.9% 47.0% 27.4% 2.3% 6.4%
|daho 21.0% 36.9% 26.0% 10.5% 5.6%
lllinois 31.9% 31.6% 22.0% 9.3% 52%
Indiana 21.8% 38.4% 32.9% 3.9% 3.0%
lowa 31.4% 32.8% 24.9% 4.2% 6.7%
Kansas 28.5% 37.4% 26.0% 4.7% 3.4%
Kentucky 19.5% 36.5% 34.0% 6.1% 3.9%
Louisiana 18.8% 53.7% 17.7% 41% 57%
Maine 35.5% 29.8% 25.9% 4.2% 4.6%
Maryland 23.2% 26.0% 39.5% 4.3% 7.0%
Massachusetts 32.0% 18.7% 37.3% 7.0% 5.0%
Michigan 32.2% 32.7% 25.6% 3.4% 6.1%
Minnesota 23.8% 27.6% 32.8% 10.3% 5.5%
Mississippi 257% 457% 18.1% 5.0% 5.5%
Missouri 27.4% 34.8% 30.6% 2.8% 4.4%
Montana 33.1% 13.8% 36.7% 4.5% 11.9%
Nebraska 33.7% 29.3% 24.5% 5.4% 7.1%
Nevada 21.8% 65.5% 0.0% 0.0% 12.7%
New Hampshire 61.5% 11.7% 1.9% 14.6% 10.3%
New Jersey 38.7% 22.8% 23.7% 10.0% 4.8%
New Mexico 14.3% 38.3% 13.2% 3.0% 31.2%
New York 26.0% 21.4% 35.1% 12.7% 4.8%
North Carolina 22.0% 37.7% 31.2% 2.9% 6.2%
North Dakota 18.1% 27.6% 6.8% 3.3% 44.2%
Ohio 28.1% 40.7% 26.3% 0.6% 4.3%
Oklahoma 18.7% 41.7% 20.6% 4.0% 15.0%
Oregon 27.2% 15.9% 40.6% 59% 10.4%
Pennsylvania 25.8% 31.5% 27.0% 6.7% 9.0%
Rhode Island 36.0% 31.2% 25.2% 3.8% 3.8%

South Carolina 28.6% 34.1% 25.9% 4.5% 6.9%
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Table 12 (cont.)
Distribution of State and Local Taxes by Type in Puerto Rico, the U.S. Average, and the 50 States

ssdctin propery  Coaume Indvidial - Comorate - other
South Dakota 33.3% 55.9% 0.0% 1.3% 9.5%
Tennessee 20.6% 59.7% 0.0% 9.0% 10.7%
Texas 41.1% 48.9% 0.0% 0.0% 10.0%
Utah 21.6% 38.3% 32.2% 4.4% 3.5%
Vermont 39.0% 26.9% 24.0% 4.5% 5.6%
Virginia 29.5% 27.6% 33.2% 3.3% 6.3%
Washington 26.9% 60.9% 0.0% 0.0% 12.2%
West Virginia 20.7% 35.8% 26.4% 3.8% 13.3%
Wisconsin 30.8% 30.1% 25.7% 8.3% 51%
Wyoming 34.4% 36.4% 0.0% 0.0% 29.2%

Source. Own calculations based on data from Table 1. State and Local Government Finances by Level of Government and by State:
2022 (USCB, 2022).

Table 13 highlights the relative importance of each tax category with respect to total tax revenue,
which varies widely among the 50 states. This table includes the states with the lowest and highest
revenue share by tax type; for example, property tax represents 14.3% of state and local revenues in
New Mexico, while in New Hampshire it is 61.5%. These two states also have a substantial difference
in personal income tax, which in New Hampshire is 1.9% and in New Mexico is 13.2%. Such differences
may reflect not only fiscal decisions but also specific economic realities of each jurisdiction.

Regarding consumption taxes on goods and services, the U.S. average is 33.4%; but in Delaware—where
there is no general sales tax—it is 8.6% and in Nevada it is 65.5%. Although Delaware does not apply
that tax, it does have excise taxes (for example, on gasoline, alcohol, and tobacco) and a gross receipts
tax, categories included in consumption taxes. Nevada, for its part, is among the states with one of
the broadest tax bases for sales tax, as it taxes a wide variety of goods and services. This contrasts
with other states that apply more exemptions or differentiated rates, depending on the type of product.

Other particular cases are North Dakota and Delaware, where the main revenue source is the “Other
taxes” category (with 44.2% and 38.9%, respectively), in contrast to Georgia where it accounts for
just 2.9% and is the smallest category. This category includes the severance tax, which applies, for
example, in North Dakota. These revenues depend not only on the existence of natural resources but
also on their active exploitation and the fiscal framework regulating their taxation. This characteristic
provides certain states with an uncommon but fiscally significant source of revenue.
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Table 13

Distribution of State and Local Taxes by Type in the United States and in States With the Lowest and
Highest Share

ssdcton propery CoTSume Indvdual - Coporste - gter
United States 27.4% 33.4% 25.4% 6.7% 7.1%
Delaware 15.1% 8.6% 30.9% 6.5% 38.9%
Georgia 27.9% 32.8% 32.0% 4.4% 2.9%
Nevada 21.8% 65.5% 0.0%? 0.0%"° 12.7%
New Hampshire 61.5% 11.7% 1.9% 14.6% 10.3%
New Mexico 14.3% 38.3% 13.2% 3.0% 31.2%
North Dakota 18.1% 27.6% 6.8% 3.3% 44.2%
Oregon 27.2% 15.9% 40.6% 5.9% 10.4%
Notes.

2Alaska, Florida, Nevada, New Hampshire, South Dakota, Tennessee, Texas, Washington, and Wyoming have no individual

income tax.

b South Dakota and Wyoming do not levy a corporate income tax. Nevada, Ohio, Texas, and Washington also have no corporate
income tax, but instead impose a gross receipts tax (Mandal, 2025).

Source. Own calculations based on data from Table 1. State and Local Government Finances by Level of Government and by State:
2022 (USCB, 2022).

8.3. Comparison of Per Capita Tax

The relationship between the tax burden and per capita tax is close; however, both indicators measure
different concepts within economic and fiscal analysis. Although derived from the total tax collected,
per capita tax—in addition to depending on the types of taxes and applicable rates—is calculated
according to individuals’ income. The economic-tax analysis of per capita tax across jurisdictions aims
to compare the absolute magnitude of individual effort; it is a way to express how much, on average,
each person pays. In the United States, comparative analysis of per capita tax among the 50 states is
a common practice, as seen in USCB (2024c) and Johns (2025).

Table 14 offers a comparison of per capita tax in Puerto Rico, the United States, and the 50 states.
The per capita tax in Puerto Rico, with respect to state and local taxes, is $4,979. The U.S. average is
§7,073. The state with the lowest state per capita tax is Tennessee, with $4,699, while the state with
the highest is New York, with $12,732. The per capita tax in Puerto Rico is higher than that of the state
with the lowest per capita tax level in the United States. This is the case even though personal income
per capita in Tennessee is $59,099%2 and in Puerto Rico it is $25,711. The Island’s per capita tax also
exceeds that of four other states.

52 Own calculations based on data from Personal Income by State (BEA, 2025) and Table 1. State and Local Government Finances
by Level of Government and by State: 2022 (USCB, 2022).
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Table 14
State and Local Per Capita Tax in Puerto Rico, the United States, and the 50 States

Jurisdiction Population LﬁgcleTZ:g s P.?.;f?npista
Puerto Rico 3,220,137 16,033 4,979
United States 333,340,596 2,357,612 7,073
Alabama 5,076,181 23,904 4,709
Alaska 734,442 5,079 6,915
Arizona 7,377,566 38,326 5,195
Arkansas 3,047,704 16,064 5271
California 39,142,414 403,905 10,319
Colorado 5,850,935 42,360 7,240
Connecticut 3,617,925 35,103 9,703
Delaware 1,020,625 7,791 7,634
Florida 22,379,312 108,624 4,854
Georgia 10,931,805 57,159 5,229
Hawaii 1,440,359 13,719 9,525
Idaho 1,944,299 9,956 5,121
lllinois 12,621,821 103,165 8,174
Indiana 6,844,545 39,394 5,756
lowa 3,202,820 20,404 6,371
Kansas 2,937,324 18,586 6,328
Kentucky 4,519,233 23,575 5217
Louisiana 4,593,687 25,343 5517
Maine 1,390,922 9,993 7,185
Maryland 6,192,440 49,787 8,040
Massachusetts 7,022,468 65,496 9,327
Michigan 10,050,877 53,055 5279
Minnesota 5,721,621 46,046 8,048
Mississippi 2,941,939 14,038 4,772
Missouri 6,179,414 30,747 4976
Montana 1,122,095 6,510 5,802
Nebraska 1,972,246 13,250 6,718
Nevada 3,176,116 19,593 6,169
New Hampshire 1,396,678 8,282 5,930
New Jersey 9,295,227 86,948 9,354
New Mexico 2,113,868 16,400 7,758
New York 19,703,747 250,862 12,732
North Carolina 10,710,793 56,751 5,298
North Dakota 781,057 6,985 8,943

Ohio 11,777,874 67,585 5,738
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Table 14 (cont)
State and Local Per Capita Tax in Puerto Rico, the United States, and the 50 States

Jurisdiction Population Liﬁeg;g s P_(Ia_;f;anpga
Oklahoma 4,026,229 20,199 5017
Oregon 4,247,372 29,414 6,925
Pennsylvania 12,984,990 86,370 6,652
Rhode Island 1,099,498 7,689 6,993
South Carolina 5,287,935 26,480 5,008
South Dakota 909,723 4,598 5,054
Tennessee 7,062,217 33,182 4,699
Texas 30,113,488 163,191 5,419
Utah 3,391,011 21,124 6,229
Vermont 648,142 5,284 8,153
Virginia 8,683,414 59,350 6,835
Washington 7,794,123 57,734 7,407
West Virginia 1,774,122 9,495 5,352
Wisconsin 5,903,975 35,078 5,941
Wyoming 581,978 3,638 6,251

Note. Excludes the District of Columbia.

Source. Annual Estimates of the Resident Population for the United States, Regions, States, District of Columbia, and Puerto Rico:
April 71,2020 to July 1, 2024 (USCB, 2024a); and own calculations based on data from Table 1. State and Local Government Finances
by Level of Government and by State: 2022 (USCB, 2022).

9. Comparison of State and Local Taxation in Puerto Rico
and Selected States

This section presents a comparative analysis of the tax system structures of Puerto Rico and a selection
of U.S. states, chosen based on economic and social criteria. The selection criteria include: (a) states
with a population similar to Puerto Rico’s, (b) states with high Puerto Rican migration, (c) states without
an individual income tax, (d) states with the highest poverty levels, and (e) states with higher and lower
levels of economic freedom. The comparison focuses on the individual characteristics of each state,
since the observed breadth and dispersion prevent the group average from being a representative
indicator, except in certain specific cases.

9.1. States With a Population Similar to Puerto Rico’s

Puerto Rico’s populationin 2022 was 3,220,137. Three states—lowa, Nevada, and Utah—have populations
similar to that of Puerto Rico. The average population of these three states differs by only 1.1% from
Puerto Rico’s. Table 15 presents a comparison of population levels and the relative composition of
tax revenues by category in Puerto Rico and these states. It can be observed that, on average, these
three states have a property tax share close to the national average, except for lowa, where it is slightly
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higher. In contrast, Puerto Rico’s property tax share is very low (7.3%), which suggests that this type
of tax is underutilized.

Nevada represents an extreme case of reliance on consumption taxes—accounting for 65.5% of its
tax revenues—compared with the other two states with similar populations (lowa and Utah) and with
Puerto Rico. Nevada's consumption tax base is broader than that of other states, and its rate is also
among the highest. This reflects the fact that, within its tax structure, Nevada does not levy individual%?
or corporate income taxes. In contrast, Puerto Rico's corporate income tax is substantially higher than
both the U.S. average and that of the three states with similar population levels.

Table 15

Relative Share of Each Tax in Total Tax Revenues in Puerto Rico, the United States, and States With a
Population Similar to Puerto Rico’s

s . Con- Individual Corporate Other
Jurisdiction Population Property sumption Income Income Taxes
Puerto Rico 3,220,137 7.3% 39.9% 21.2% 29.7% 1.9%
United States 333,340,596 27.4% 33.4% 25.4% 6.7% 7.1%
lowa 3,202,820 31.4% 32.8% 24.9% 4.2% 6.7%
Nevada 3,176,116 21.8% 65.5% 0.0% 0.0% 12.7%
Utah 3,391,011 21.6% 38.3% 32.2% 4.4% 3.5%

Source. Data from Table 11 and Table 12.

9.2. States With High Puerto Rican Migration

This analysis is useful for understanding fiscal policy structures in contexts of significant migratory
mobility. While state tax policy is not always the determining factor in interstate relocation decisions, it
often influences how individuals and businesses evaluate potential places of residence. In this regard,
the tax systems of receiving states may play a relevant role in redistributing the tax base (Loughead,
2025). From a fiscal standpoint, Puerto Rico can be characterized as a sending jurisdiction, given that
a significant share of taxpayers relocate each year to jurisdictions outside the Island, primarily to U.S.
mainland states.

The receiving states absorb a substantial number of Puerto Rican migrant taxpayers, which has direct
implications for the tax base and the territorial distribution of tax revenues. Approximately 60% of the
Puerto Rican population residing in the United States is concentrated in five states. Florida leads with
21%, equivalent to about 1.2 million people. The other principal states are New York (17%), New Jersey
(8%), Pennsylvania (8%), and Massachusetts (6%) (Moslimani et al., 2023). This pattern of population
mobility presents important challenges for medium- and long-term fiscal planning.

%3 A comparable situation is observed in other states without individual income taxes, such as Florida, where consumption taxes
account for 51.5% of total revenues, and Alaska, which relies on “Other taxes” for 42.8% of its revenue.
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Florida and Puerto Rico both exhibit a high reliance on consumption taxes; however, Puerto Rico levies
individual income taxes, whereas Florida does not. The growing Puerto Rican population in Florida
may contribute to increased revenues from consumption and property taxes. In contrast, the other four
states referenced show a higher average share of individual income tax revenues than Puerto Rico, and
a lower share of consumption-based revenues. These disparities underscore significant differences
in tax system composition, which may influence economic mobility decisions and migration-related
tax incentives.

The potential fiscal impact of cumulative tax revenues not received in Puerto Rico due to net migration
between 2008 and 2022 was estimated at $1,158.8 million. Of this amount, individual income tax
accounted for $634.0 million; Sales and Use Tax, $339.7 million; and excise taxes and lottery revenues,
$184.8 million.>* The projected population loss poses a risk to Puerto Rico’s economic growth and
future stability, as a smaller working-age population leads to reduced employment-related tax revenues
and diminished economic activity (U.S. Government Accountability Office, 2025).

This migration pattern contributes to a redistribution of the tax burden across jurisdictions by reshaping
the demographic and economic profile of taxpayers. Conversely, sustained emigration undermines
Puerto Rico’s revenue collection capacity, particularly in sectors already subject to fiscal strain or low
formal participation. Beyond its direct impact on collections, this interjurisdictional dynamic raises
broader concerns about tax equity and system efficiency. A nuanced understanding of these migratory
movements is essential for crafting fiscal policies that align with the demographic realities of both
Puerto Rico and the receiving states.

Table 16

Relative Share of Each Tax in Total Tax Revenues in Puerto Rico, the United States, and States With High
Puerto Rican Migration

Jurisdiction Property Consumption Individual Corporate Other

Income Income Taxes
Puerto Rico 7.3% 39.9% 21.2% 29.7% 1.9%
United States 27.4% 33.4% 25.4% 6.7% 7.1%
Florida 34.3% 51.5% 0.0% 3.5% 10.7%
Massachusetts 32.0% 18.7% 37.3% 7.0% 5.0%
New Jersey 38.7% 22.8% 23.7% 10.0% 4.8%
New York 26.0% 21.4% 35.1% 12.7% 4.8%
Pennsylvania 25.8% 31.5% 27.0% 6.7% 9.0%

Source. Data from Table 12.

% The data originate from a special report by the Oficina de Presupuesto de la Asamblea Legislativa (Budget Office of the
Legislative Assembly), led by economists Edwin R. Rios and Jesus D. Tirado Garay, analyzing the economic and fiscal impact of
net migration in Puerto Rico over the past 15 years. The report demonstrates that population decline has economic and fiscal
consequences for the country, affecting the labor market and the production of goods and services (2024, p. 3).
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9.3. States Without an Individual Income Tax

Another criterion for comparing Puerto Rico with the 50 states is the analysis of those that do not
impose personal income taxes at the state level. This allows for a more equitable examination of
jurisdictions that, like Puerto Rico, tax personal income at only one level of government. The states
that do not levy personal income taxes are Alaska, Florida, Nevada, New Hampshire, South Dakota,
Tennessee, Texas, Washington, and Wyoming. In these states, fiscal structures rely primarily on
consumption taxes on goods and services, property taxes, and the “Other Taxes” category, which alters
the composition of their overall tax revenues.

The share of these three tax categories in total revenues exceeds the U.S. average in the states
mentioned. It is worth noting that Alaska, in addition to not levying a personal income tax, also does
not impose a general sales tax; however, it allows local taxation, making its fiscal structure unique
compared to other states. Wyoming, by contrast, relies heavily on revenues generated from natural
resource extraction taxes and receives federal royalties from mineral extraction on public lands—
constituting a key source of funding for its state budget (Schuhmann & Jensen, 2022).

Table 17

Relative Share of Each Tax in Total Tax Revenues in Puerto Rico, the United States, and States Without
an Individual Income Tax

dusdction property COTgum Indidual - Corporste - 0trer
Puerto Rico 7.3% 39.9% 21.2% 29.7% 1.9%
United States 27.4% 33.4% 25.4% 6.7% 7.1%
Alaska 34.5% 14.6% 0.0% 8.1% 42.8%
Florida 34.3% 51.5% 0.0% 3.5% 10.7%
Nevada 21.8% 65.5% 0.0% 0.0% 12.7%
New Hampshire 61.5% 11.7% 1.9% 14.6% 10.3%
South Dakota 33.3% 55.9% 0.0% 1.3% 9.5%
Tennessee 20.6% 59.7% 0.0% 9.0% 10.7%
Texas 41.1% 48.9% 0.0% 0.0% 10.0%
Washington 26.9% 60.9% 0.0% 0.0% 12.2%
Wyoming 34.4% 36.4% 0.0% 0.0% 29.2%

Source. Data from Table 12.

9.4. States With the Highest Poverty Levels

Comparing state and local taxation in Puerto Rico with that of U.S. states with higher poverty levels
is relevant for understanding how fiscal structures affect their residents. In 2022, the percentage of
the U.S. population living below the poverty line was 12.4%. New Mexico recorded the highest rate,
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at 20.2%, followed by Mississippi at 18.4%. Utah—one of the states with a population comparable to
Puerto Rico’'s—had the lowest poverty rate, at 6.0%. According to data published by the U.S. Census
Bureau (USCB, 2024b), Puerto Rico's poverty rate was 41.7%, representing a substantial gap relative
to state averages.

As expected, given the poverty levels, the share of individual income tax and property tax revenues in
New Mexico and Mississippi is below the U.S. average—25.4% and 27.4%, respectively. By contrast,
most of their fiscal revenues come from consumption taxes on goods and services, which account for
38.3% in New Mexico and 45.7% in Mississippi. This taxation pattern reflects a fiscal strategy centered
on generating revenue through daily economic activity rather than directly taxing individual income,
which may influence the economic dynamics of residents in these jurisdictions.

Table 18

Relative Share of Each Tax in Total Tax Revenues in Puerto Rico, the United States and States With
the Highest Poverty Levels

s Poverty Con- Individual Corporate Other
Jurisdiction Level Property sumption Income Income Taxes
Puerto Rico 41.7% 7.3% 39.9% 21.2% 29.7% 1.9%
United States 12.6% 27.4% 33.4% 25.4% 6.7% 7.1%
Mississippi 18.4% 257% 45.7% 18.1% 5.0% 5.5%
New Mexico 20.2% 14.3% 38.3% 13.2% 3.0% 31.2%

Source. Data from Table 12.

9.5. States With Higher and Lower Levels of Economic Freedom

Economic freedom refers to “the capacity of individuals and organizations to decide how to use their
resources and how to conduct economic activities without governmental interference” (Hlushchenko
et al,, 2024, p. 69). The degree of economic freedom in a society can be significantly affected by its
tax burden, as taxation directly impacts the amount of disposable income available to individuals. It
is also argued that “economic freedom is considered to have a positive effect on income inequality,
since it means more liberalized policies” (Karakotsios et al., 2020, p. 207), which typically fosters a
more favorable environment for investment, entrepreneurship, and innovation.>®

Comparing state and local taxation in Puerto Rico with that of states with higher and lower levels of
tax freedom allows for an assessment of how governments may protect individual liberty and private
property—or restrict those rights through taxes, regulations, trade barriers, and monetary manipulation.
The selection of states for this comparison was based on the Economic Freedom of North America
2024 report (Stansel et al., 2024). The indices published in this report measure the extent to which

5 An adequate, efficient tax system “that strikes a balance between economic needs and social obligations can be determined
by evaluating the influence of tax burden on the degree of economic freedom” (Hlushchenko et al., 2024, p. 73).
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provincial, state, and local governments in Canada, the United States, Mexico, and Puerto Rico allow
their citizens to make their own economic decisions.

The criterion used to select states was their ranking in the Area 2 “Taxes” component of the all-
government index, which was considered the most relevant due to the variables it includes for
comparing tax structures across jurisdictions. It is important to note the strong negative correlation
between a state’s score in this component and its overall tax burden.%¢ In general, the lower the tax
burden, the higher the score and the better the state’s position in the index. This is consistent with the
principle that as the tax burden increases, private choice is restricted and economic freedom declines.

Table 19 features the states selected based on their scores in the “Taxes” component.” States with
stronger performance and higher tax freedom tend to rely more heavily on consumption taxes on
goods and services—with the exception of New Hampshire, whose tax structure is primarily based on
property taxes. In contrast, states with lower tax freedom show greater reliance on individual income
taxes and lower shares of other taxes; however, in cases such as Delaware and New Jersey, revenues
from other taxes and property taxes represent a more significant proportion.

Table 19

Relative Share of Each Tax in Total Tax Revenues in Puerto Rico, the United States, and States With
the Highest and Lowest Tax Freedom

propery  COteume Individusl - Comporste - Other
Puerto Rico 7.3% 39.9% 21.2% 29.7% 1.9%
United States 27 4% 33.4% 25.4% 6.7% 7.1%
Highest Tax Freedom

Alabama 14.8% 46.8% 26.1% 6.1% 6.2%
Mississippi 25.7% 45.7% 18.1% 5.0% 5.5%
New Hampshire 61.5% 11.7% 1.9% 14.6% 10.3%
Oklahoma 18.7% 41.7% 20.6% 4.0% 15.0%
West Virginia 20.7% 35.8% 26.4% 3.8% 13.3%
Lowest Tax Freedom

California 20.7% 24.9% 36.2% 11.4% 6.8%
Delaware 15.1% 8.6% 30.9% 6.5% 38.9%
Minnesota 23.8% 27.6% 32.8% 10.3% 5.5%
New Jersey 38.7% 22.8% 23.7% 10.0% 4.8%

% A statistical exercise involving regression and correlation analysis was conducted to measure the relationship between the
variables.

57 The table presents the top and bottom five states according to the all-government index Area 2 “Taxes” scores, listed
alphabetically. Data from Economic Freedom of North America 2024 indicate a general relationship between lower tax burdens
and higher economic freedom.
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Table 19 (cont.)

Relative Share of Each Tax in Total Tax Revenues in Puerto Rico, the United States, and States With
the Highest and Lowest Tax Freedom

s Consump-  Individual Corporate Other
Jurisdiction Property tion Income Income Taxes
New York 26.0% 21.4% 35.1% 12.7% 4.8%

Source. Data from Economic Freedom of North America 2024 (Stansel et al., 2024).

10. Comparison of Federal, State, and Local Taxation in Puerto Rico, the
United States, and the 50 States

Federal taxation is considered an independent level of government, with its own sources of revenue
and expenditure. As previously mentioned, federal tax rules are uniform across all states. From the
standpoint of public policy and state-level fiscal analysis, what matters is what each jurisdiction can
control and modify, since neither states nor territories have the authority to alter the structure of
federal taxes. Even so, for individuals and businesses, it is important to understand the combined tax
burden—federal, state, and local—to assess its fiscal impact on economic decision-making. For this
reason, this section incorporates federal taxes and analyzes the effects of their integration.

Figure 7 indicates that 59.3% of federal revenues originate from individual income taxes, followed by
29.0% from contributions to social security systems—namely, payroll taxes—for a combined total of
88.3%. This pronounced concentration at the federal level means that, when aggregating tax revenues
across all three tiers of government (federal, state, and local), income taxes constitute the largest relative
share. The third-largest source within the federal tax structure is corporate income tax, accounting for
9.6%, while consumption and property taxes represent minimal shares of 1.5% and 0.6%, respectively.

Figure 7. Distribution of Federal Government Tax Revenues, in Millions of $ and as a
Percentage of Total

1,397,734

Corporate income
Payroll tax 461,569
29.0% 9.6%
1.5%
— Consumption
70,255

0.6%
Property

31,037
Individual income

59.3%

2,862,501 Total FY 2022

Source. Data from Tax Stats - Gross collections by type of tax and state - IRS Data Book Table 5 (IRS, 2025c¢).
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For comparative purposes between Puerto Rico and the states, this study presents a tabulation that
includes total federal, state, and local taxes for each state. The data were compiled specifically for
this analysis, as no existing source was identified that publishes the combined federal, state, and local
tax figures disaggregated by state. The only comparable reference found is the publication Revenue
Statistics 2024: Health Taxes in OECD Countries (OECD, 2024), which reports total combined taxes by
category across federal, state, and local levels, but does not disaggregate them by state, as is done here.

To obtain state-level fiscal revenue data, two government sources were used: the table State and Local
Government Finances by Level of Government and by State: 2022 (USCB, 2022) and the table Gross
Collections, by Type of Tax and State, Fiscal Year 2022 (IRS, 2025c). As shown in Table 20, the resulting
tabulation indicates that combined tax revenues total $7,180,709 million, of which $4,823,097 million
correspond to the federal government, representing 67% of the total.*® State and local governments,
collectively, contribute $2,357,612 million, equivalent to 33% of total revenues across the three levels
of government.

Table 20
Federal, State, and Local Taxes in Millions of S in Puerto Rico, the United States, and the 50 States?

Federal State and

Jurisdiction Taxes Local Taxes® Total Taxes
Puerto Rico 5,390 16,033 21,423
United States® 4,823,097 2,357,612 7,180,709
Alabama 36,058 23,904 59,962
Alaska 6,572 5,079 11,651
Arizona 71,815 38,326 110,141
Arkansas 40,232 16,064 56,296
California 696,826 403,905 1,100,732
Colorado 88,449 42,360 130,809
Connecticut 72,157 35,103 107,260
Delaware 27,261 7,791 35,052
Florida 321,642 108,624 430,266
Georgia 131,148 57,159 188,307
Hawaii 11,584 13,719 25,303
Idaho 17,325 9,956 27,281
lllinois 223,010 103,165 326,175
Indiana 79,094 39,394 118,488
lowa 34,084 20,404 54,487
Kansas 35,501 18,586 54,087
Kentucky 46,153 23,575 69,728

%8 This amount excludes special excise taxes collected by the U.S. Customs and Border Protection and the Alcohol and Tobacco
Tax and Trade Bureau.
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Table 20 (cont.)
Federal, State, and Local Taxes in Millions of S in Puerto Rico, the United States, and the 50 States?

Jurisdiction F.?:g:' Lc?:g;c?raa)r(]:sb Total Taxes
Louisiana 49,675 25,343 75,018
Maine 11,657 9,993 21,651
Maryland 80,659 49,787 130,446
Massachusetts 169,850 65,496 235,347
Michigan 107,729 53,055 160,783
Minnesota 122,140 46,046 168,186
Mississippi 15,166 14,038 29,204
Missouri 93,460 30,747 124,207
Montana 10,677 6,510 17,187
Nebraska 30,766 13,250 44,016
Nevada 39,309 19,593 58,902
New Hampshire 17,242 8,282 25,524
New Jersey 186,825 86,948 273,773
New Mexico 11,655 16,400 28,055
New York 393,136 250,862 643,998
North Carolina 121,966 56,751 178,717
North Dakota 9,008 6,985 15,994
Ohio 188,044 67,585 255,629
Oklahoma 38,771 20,199 58,971
Oregon 44,049 29,414 73,463
Pennsylvania 177,413 86,370 263,784
Rhode Island 19,812 7,689 27,501
South Carolina 38,791 26,480 65,271
South Dakota 13,498 4,598 18,096
Tennessee 95,388 33,182 128,570
Texas 400,868 163,191 564,059
Utah 38,069 21,124 59,192
Vermont 5,803 5,284 11,087
Virginia 117,509 59,350 176,859
Washington 148,466 57,734 206,200
West Virginia 8,435 9,495 17,929
Wisconsin 70,396 35,078 105,474
Wyoming 7,955 3,638 11,593
Notes.

:hlj’:iz;ooii.co data refer to fiscal year 2023, and U.S. data to fiscal year 2022. This difference is not significant for the purposes of

b State and local taxes do not include state contributions to social security systems.
¢ Excludes the District of Columbia.

Source. Own calculations based on data from Table 1. State and Local Government Finances by Level of Government and by State:
2022 (USCB, 2022); SOI Tax Stats - Gross collections by type of tax and state - IRS Data Book Table 5 (IRS, 2025c); and Personal Income
by State (BEA, 2025).
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10.1. Total Tax Burden in Puerto Rico, the United States, and the 50 States

As previously noted, the tax burden is a measure of the total taxes levied by the government, which
“includes, but is not limited to, direct taxes in terms of higher marginal tax rates on individual and
corporate incomes, and also to general taxes, including all forms of direct and indirect taxes that apply
to all government levels [emphasis added], as a percentage of the GDP” (Cervellé-Royo et al., 2023,
pp. 4-5). In the case of the United States, these levels are federal, state, and local; and the inclusion
of all three in the calculation of the tax burden allows for the most accurate possible assessment of
total fiscal obligation within each jurisdiction.

The total tax burden for each of the 50 states—based on the combined taxes paid at the federal, state,
and local levels—is not reported in the sources that commonly measure this indicator. This is because
tax burden analyses in the United States generally exclude federal taxes and consider only state and
local levies. Such a method yields a limited record, as it fails to reflect the actual weight of taxation
on taxpayers. In this study, the total tax burden was calculated by compiling data from all three levels
of government, so that the resulting computation would fully capture the fiscal effort borne by state
residents.

The comparison of Puerto Rico’s total tax burden, the United States average, and the 50 states—
presented in Table 21—is based on reported taxes paid at the federal, state, and local levels in each
jurisdiction. Puerto Rico’s total tax burden, measured as a proportion of GDP, is 18.2%. The calculation
conducted for comparative purposes found that the average total tax burden in the United States
amounts to 27.9%.% Among the 50 states, Alaska registers the lowest total tax burden, at 17.6%, while
Delaware reports the highest, at 37.9%. Puerto Rico's total tax burden is higher than Alaska’s and equal
to that of West Virginia.

Table 21 also presents Puerto Rico’s total tax burden, based on taxes paid at the federal, state, and
local levels, measured as a proportion of GNP, which amounts to 23.9%. This percentage exceeds
that of 12 states, including lowa and Utah—two jurisdictions with populations comparable to Puerto
Rico's. It is also similar to that of 2 states, and only about one percentage point below that of 10 other
states, among them several with dynamic economies such as North Carolina. This means that, even
though Puerto Rico pays partial federal taxes, the tax burden borne by its residents is higher than or
comparable to that of 24 states where individuals are subject to the full range of federal taxation.

Table 21

Total Tax Burden from Federal, State, and Local Taxes in Puerto Rico, the United States, and the 50

States

Jurisdiction Federal State and Local Total Tax
Tax Burden Tax Burden Burden

Puerto Rico (GDP) 4.6% 13.6% 18.2%

Puerto Rico (GNP) 6.6% 17.3% 23.9%

% This calculation was validated using data published by the OECD (2024).
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Table 21 (cont.)
Total Tax Burden from Federal, State, and Local Taxes in Puerto Rico, the United States, and the 50

States

e, e o
United States 18.8% 9.2% 27.9%
Alabama 12.7% 8.4% 21.0%
Alaska 9.9% 7.7% 17.6%
Arizona 14.8% 7.9% 22.8%
Arkansas 23.9% 9.5% 33.4%
California 19.0% 11.0% 30.1%
Colorado 17.9% 8.6% 26.4%
Connecticut 22.4% 10.9% 33.3%
Delaware 29.5% 8.4% 37.9%
Florida 22.0% 7.4% 29.4%
Georgia 16.8% 7.3% 24.2%
Hawaii 11.2% 13.3% 24.5%
Idaho 15.4% 8.9% 24.3%
lllinois 21.4% 9.9% 31.4%
Indiana 16.7% 8.3% 25.0%
lowa 14.0% 8.4% 22.4%
Kansas 16.7% 8.7% 25.4%
Kentucky 17.6% 9.0% 26.7%
Louisiana 16.6% 8.5% 25.1%
Maine 13.5% 11.6% 25.0%
Maryland 16.6% 10.3% 26.9%
Massachusetts 24.4% 9.4% 33.8%
Michigan 17.2% 8.5% 25.6%
Minnesota 26.8% 10.1% 37.0%
Mississippi 10.6% 9.8% 20.5%
Missouri 23.3% 7.7% 31.0%
Montana 15.5% 9.5% 25.0%
Nebraska 18.4% 7.9% 26.3%
Nevada 17.3% 8.6% 25.9%
New Hampshire 16.2% 7.8% 24.0%
New Jersey 24.6% 11.5% 36.1%
New Mexico 9.1% 12.8% 21.9%
New York 19.2% 12.2% 31.4%
North Carolina 16.7% 7.8% 24.5%
North Dakota 12.2% 9.5% 21.7%
Ohio 22.6% 8.1% 30.7%

Oklahoma 15.8% 8.2% 24.0%



Carrién-Tavérez | Rios | 61

Table 21 (cont.)
Total Tax Burden from Federal, State, and Local Taxes in Puerto Rico, the United States, and the 50

States

i o oty
Oregon 14.7% 9.8% 24.6%
Pennsylvania 19.3% 9.4% 28.7%
Rhode Island 27.2% 10.6% 37.7%
South Carolina 12.8% 8.8% 21.6%
South Dakota 19.5% 6.7% 26.2%
Tennessee 19.5% 6.8% 26.3%
Texas 16.4% 6.7% 23.1%
Utah 14.6% 8.1% 22.7%
Vermont 14.2% 12.9% 27.0%
Virginia 17.6% 8.9% 26.5%
Washington 20.0% 7.8% 27.8%
West Virginia 8.6% 9.7% 18.2%
Wisconsin 17.6% 8.8% 26.3%
Wyoming 16.0% 7.3% 23.3%

Note. The tax burden for the United States and the 50 states is based on GDP. The difference between GDP and GNP in the United
States was only 0.6% in 2022.
Source. Data from Table 10 and Table 20.

10.2. Total Per Capita Tax in Puerto Rico, the United States, and the 50 States

As in the analysis of tax burden, per capita tax in the United States is not calculated at the federal level,
but only at the state and local levels. It is important to clarify that tax burden is measured in relative
terms—that is, it indicates what proportion of total economic output is allocated to tax payments per
dollar generated. In contrast, the per capita value is an indicator of the average amount each person
pays in absolute terms. This distinction is significant because the inclusion of federal taxes in the
calculation of total per capita tax, in this study, affects both the relative burden and the per capita
values of taxes paid.

It is to be expected that higher income levels result in greater payments of income and consumption
taxes; for this reason, a society with a high tax burden but low income would have a lower per capita
tax than a society with a low tax burden and high income. Although federal taxation is uniform across
all states, the total amount of taxes collected varies according to the diversity of economic activity
(e.g., agriculture, industry, services, technology) and the demographic and social profile of each
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state’s population.s® This means that comparisons of total per capita tax across jurisdictions must be
interpreted in light of their productive structure and socioeconomic conditions.®

Table 22 presents a comparison of federal, state, and local per capita taxes. In 47 states, the federal
per capita tax exceeds the state and local per capita tax; the exceptions are Hawaii, New Mexico, and
West Virginia. The federal per capita tax in Puerto Rico is $1,674, while the lowest among the states
is $4,754. At the state and local level, Puerto Rico’s per capita tax ($4,979) is below the U.S. average
($7,073), but exceeds that of Tennessee, Alabama, Mississippi, and Florida. Puerto Rico’s state and
local per capita tax surpasses the level recorded in several states with higher per capita income,
underscoring a significant relative burden at the subnational level.5?

When calculating the combined revenue from all levels of government—federal, state, and local—Puerto
Rico’s total per capita tax is lower than both the U.S. average and that of each individual state. This
difference can largely be attributed to two factors: (a) the Island’s economic activity is less diversified
than that of any state; and (b) Puerto Rico’s personal per capita income in 2023 ($25,711) is lower than
the U.S. average ($66,027) and also lower than that of Mississippi ($47,086), which has the lowest per
capita income among the states. Taken together, these data reflect Puerto Rico’s partial participation
in the federal tax system and its distinct structural and socioeconomic characteristics.

Table 22
Federal, State, and Local Per Capita Tax in S in Puerto Rico, the United States, and the 50 States

Jurisdiction Federal Per State and Local Total Per
Capita Tax Per Capita Tax Capita Tax
Puerto Rico $1,674 $4,979 $6,653
United States $14,469 $7,073 $21,542
Alabama $7,103 $4,709 $11,812
Alaska $8,048 $6,915 $15,864
Arizona $9,734 85,195 $14,929
Arkansas $13,201 $5,271 $18,472
California $17,802 $10,319 $28,121
Colorado $15,117 $7,240 $22,357
Connecticut $19,944 $9,703 $29,647
Delaware $26,710 $7,634 $34,344
Florida $14,372 $4,854 $19,226

0 Even under a common tax structure, fiscal revenues may differ substantially across jurisdictions. The absolute level of revenue
collection does not depend solely on tax rates. Per capita tax comparisons must account for the underlying economic context.

61 “Per capita state and local tax collections must be considered within the broader context of other states’ actions, the current
economic realities at play in each individual state, and the future policy priorities of its citizens and legislatures as they seek to
maximize their utility and provide a better life for their residents” (Johns, 2025).

52 The term subnational refers to the state and local levels of government in both the United States and Puerto Rico; for example,
to revenues collected by the Island’s central government and its municipalities.



Carrién-Tavérez | Rios | 63

Table 22 (cont.)
Federal, State, and Local Per Capita Tax in S in Puerto Rico, the United States, and the 50 States

ate Pacophatr Comaa o
Georgia $11,997 $5,229 $17,226
Hawaii $8,042 $9,525 $17,567
Idaho $8,911 $5,121 $14,031
Illinois $17,669 $8,174 $25,842
Indiana $11,556 $5,756 $17,311
lowa $10,642 $6,371 $17,013
Kansas $12,086 $6,328 $18,414
Kentucky $10,213 $5.217 $15,429
Louisiana $10,814 $5,517 $16,331
Maine $8,381 §7,184 $15,565
Maryland $13,025 $8,040 $21,065
Massachusetts $24,187 $9,327 $33,513
Michigan $10,718 $5,279 $15,997
Minnesota $21,347 $8,048 $29,395
Mississippi $5,155 $4,772 $9,927
Missouri §15,124 $4,976 $20,100
Montana $9,515 $5,802 $15317
Nebraska $15,599 $6,718 $22,318
Nevada $12,376 $6,169 $18,545
New Hampshire $§12,345 $5,930 $18,275
New Jersey $20,099 $9,354 $29,453
New Mexico $5,514 $7,758 §13,272
New York $19,952 $§12,732 832,684
North Carolina $11,387 $5,298 $16,686
North Dakota $11,533 $8,943 $20,476
Ohio $15,966 $5,738 $21,704
Oklahoma $9,630 $5,017 $14,646
Oregon $10,371 $6,925 $17,296
Pennsylvania $13,663 $6,652 $20,314
Rhode Island $18,019 $6,993 $25012
South Carolina $7,336 $5,008 $12,343
South Dakota $14,837 $5,054 $19,892
Tennessee $13,507 $4,699 $18,205
Texas $13,312 $5,419 $18,731
Utah $11,226 $6,229 $17,456
Vermont $8,953 $8,153 $17,106
Virginia $13,533 $6,835 $20,367

Washington $19,048 $§7,407 $26,456
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Table 22 (cont))
Federal, State, and Local Per Capita Tax in S in Puerto Rico, the United States, and the 50 States

porntid SIS
West Virginia $4,754 $5,352 $10,106
Wisconsin $11,923 $5,941 $17,865
Wyoming $13,669 $6,251 $19,920

Source. Own calculations based on data from Table 14 and Table 20.

11. Conclusion

Puerto Rico’s tax system is complex, fragmented, and structurally unique. This study enabled the
identification, organization, and analysis of its essential components—from the legal foundations and
revenue levels to residents’ tax obligations and the system'’s connections to the federal framework.
The result is a comprehensive view of the Island’s tax landscape, encompassing federal, state, and
local taxes paid, and documenting the burdens faced by individuals, businesses, and the external
sector of the economy. The analysis reveals that partial disconnection from the federal system does
not necessarily translate into a lower tax burden for Puerto Rico's residents.

One of the report’s contributions is the development of a methodological framework for analyzing Puerto
Rico's tax burden using criteria aligned with its economic structure. The combined use of GDP and
GNP, along with the distinction between taxes paid by residents and those paid by the external sector,
provides a clear, precise, and useful approach for comparative studies. The report also documents
regulatory dispersion, the absence or lack of integration of databases—particularly at the municipal
level—the lack of transparency surrounding certain fiscal revenues, and the high reliance on indirect
taxes and preferential regimes for external capital.

Beyond the identification of tax categories and levels of public revenue, the analysis of Puerto Rico’s
tax burden yields a fundamental conclusion: the perception that Puerto Rico residents pay less in
taxes than those living in the 50 states is not supported by empirical evidence. Although the federal
system provides the Island with a differentiated fiscal treatment, the federal taxes paid in Puerto Rico,
combined with state and local collections and the actual tax burden borne by its residents, are in many
cases comparable to those of various U.S. jurisdictions where individuals are required to pay the full
array of federal, state, and local taxes.

The findings confirm that Puerto Rico’s tax system is characterized by a fragmented legal architecture
spanning numerous laws and amendments, a high degree of regulatory segmentation, and limited
availability of federal, state, and municipal data. The coexistence of these three levels of revenue
collection adds complexity to tax administration and constrains fiscal governance and transparency.
This calls for a clear distinction between the overall fiscal burden on the economy and the effective tax
obligations faced by residents. Moreover, the opacity surrounding certain municipal revenues and the
absence of standardized records hinder rigorous analysis and the precise measurement of fiscal effort.



Carrion-Tavarez | Rios |

Based on the study’s findings, the principal public policy recommendation is the need for a comprehensive
tax reform to address the structural deficiencies of the current system. This reform should adopt a
systemic approach that acknowledges the interaction among different taxes and levels of government,
and that promotes a more coherent, efficient, and equitable fiscal structure. The reform must be
undertaken alongside a review of public expenditure. The fiscal system comprises both revenue and
spending, and their alignment is essential to achieving equity, efficiency, and sustainability. A thorough
expenditure analysis is required, aimed at reducing its volume and enhancing its effectiveness,
transparency, and redistributive impact.

The strategic guidelines or guiding principles of the reform should include: (a) reducing the tax burden on
residents and businesses; (b) redistributing that burden more equitably; (c) reviewing and reconfiguring
the fiscal structure; (d) broadening the tax base by assessing the costs and benefits of preferential tax
treatments; (e) decentralizing fiscal administration through a more equitable redistribution of revenues
between the central government and municipalities; (f) simplifying the tax system; (g) developing a
public platform to consolidate and standardize municipal revenues, including those generated through
local ordinances; and (h) increasing transparency in collections by category and type of tax.

The study provides an empirical foundation and technical inputs for future research. It is pertinent to
explore, among other topics: (a) the potential of the property tax; (b) the impact of exemptions and
incentives; (c) the effect of economic freedom on fiscal performance; (d) the relationship between
the tax system and population migration; and (e) the influence of the tax burden on compliance and
economic formality. Understanding the tax system not merely as a revenue-generating instrument,
but as a reflection of economic and social priorities, is essential to building a simpler, more equitable
model aligned with the principles of fiscal justice and sustainable economic development.
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Appendix
PUERTO RICO TAX DATABASE

Introduction

Puerto Rico’s tax system comprises a wide array of taxes levied on various economic activities. Some
taxes are administered and collected by the central government, while others fall under the jurisdiction
of local (municipal) governments. This appendix is intended to serve as an organized and integrated
repository of the principal taxes in effect on the Island, as well as a tool to support comparisons with
other jurisdictions, economic studies, and analyses of Puerto Rico’s tax system. It is expected that this
resource will facilitate access to key information for researchers, public officials, and the general public.

The criterion used to classify taxes in Table A1, Puerto Rico Tax Index, is the base upon which the tribute
is imposed. For example, the individual income tax applies to various sources of personal income; the
corporate income tax, to profits; the consumption tax, to the acquisition of goods and services; and
the property tax, to the ownership of real estate. Other classification criteria include distinctions such
as direct versus indirect taxes, or progressive, regressive, or proportional taxes. For this classification,
the Revenue Statistics Interpretative Guide. Annex A. The OECD Classification of Taxes and Interpretative
Guide was used as a reference.

Table A2, Puerto Rico Tax Reference Guide, outlines the types of taxes and applicable rates. The taxes
included are drawn from the Puerto Rico Internal Revenue Code of 2011, the Cédigo Municipal de Puerto
Rico (Puerto Rico Municipal Code), and other governmental sources from Puerto Rico and the United
States. The table presents general tax provisions, not special provisions that contain limitations or
exceptions; therefore, taxes established under the Puerto Rico Incentives Code are excluded, as they
are essentially the same taxes but subject to preferential rates. The information provided should not be
used for tax filing purposes; for that, the applicable legislation and official tax forms must be consulted.

This “Puerto Rico Tax Database” was developed as part of the study Taxes in Puerto Rico: Structure,
Tax Burden, and Comparison with the United States. The research examines the categories and
characteristics of the tax system; analyzes collections for fiscal year 2023; estimates the effective tax
burden on residents, as well as the per capita tax in Puerto Rico; and compares tax levels with those
of the 50 states. This appendix complements the main report and is conceived and designed as a
dynamic resource, subject to updates and expansion, with the aim of serving as an accessible and
useful source of information for economic and fiscal analysis of Puerto Rico.
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Table A1
Puerto Rico Tax Index

Type of Tax

Section or Reference?

Individual Tax
Normal tax on individuals
Regular tax
Alternate basic tax on individuals
Optional tax for self-employed individuals
Tax on nonresident alien individuals

Tax on Corporations

Normal tax on corporations

Surtax on corporations

Alternative minimum tax applicable to corporations
Optional tax for corporation rendering services

Tax on foreign corporations and partnerships

Preferred Rate Taxes
Special surtax on separate accounts (life insurance companies)

Special tax for individuals, estates, and trusts on net long-term capital
gains

Alternative tax to corporations on net long-term capital gains

Tax on individuals, estates, and trusts with regard to the interest paid
or credited on deposits in interest bearing accounts

Individual retirement account
Special tax over dividend distribution of certain corporations
Compensation paid by international sports associations or federations

Sales and Use Tax and Tax on Imports
Imports for use and for resale

Taxable sales of tangible personal property, digital products, taxable servi-
ces, and taxable admissions

Taxable sales of prepared foods

Taxable services rendered to other merchants and designated professio-
nal services

Autoconsumption and use of inventory
Total municipal tax liability (municipal SUT)

Taxes on Goods (Excise Taxes)
Cement

Sugar

Plastic products

1021.01-1021.04
1021.01
1021.01
1021.02
1021.06
1091.01

1022.01-1022.06
1022.01
1022.02
1022.03
1022.07
1092.01

1023.01-1023.23
1023.01

1023.02
1023.03
1023.04

1023.04
1023.06
1023.07

Form AS 2915
10(a) y 10(b)

2(a)()-2(a)(iv)

3020.01-3020.12
3020.02
3020.03
3020.04
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Type of Tax

Section or Reference®

Tobacco products
Cigarettes
Cigars
Loose tobacco
Cigarette paper
Cigarette tubes
Smokeless tobacco
Powdered tobacco
Electronic cigarettes
Nicotine cartridges
Vaporizer

Fuel
Gasoline
Aviation
Gas or diesel
Any other fuel

Crude oil, partially processed products, and finished products derived

from petroleum
Vehicles
Automobile
Propulsion units
Buses
Trucks
Motorcycles
All-terrain vehicles

Manual or light-duty trailer hitch

Ships
Heavy equipment

Tax on Certain Transactions
Tax on horse racing betting

Papeleta

Double, exacta, quiniela and any other legally authorized bet

Pari-mutuel bet

Sports Betting Tax

Bets placed at an authorized establishment

3020.05-3020.15
3020.05-3020.05A
3020.05A
3020.05A
3020.05A
3020.05A
3020.13
3020.13
3020.15
3020.15
3020.15
3020.06
3020.06
3020.06
3020.06
3020.06

3020.07A(a)()~ 3020.07A(a)(ii)°

3020.08-3020.09
3020.08

3020.08(B
3020.08(8
3020.08(

3020.08(8

3020.09
3020.09

3040.01-3040.03
3040.03
3040.03
3040.03
3040.03

Reglamento 9316 de 2021,

articulo 13¢

Reglamento 9316 de 2021,

seccion 13.1
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Table A1 (cont.)
Puerto Rico Tax Index

Type of Tax

Section or Reference®

Bets placed online

Alcoholic Beverages

Distilled spirits
Any product other than sugar cane byproducts
Any sugar cane byproduct

Handcrafted distilled spirit whose alcohol content is less than 40% alco-
hol by volume

Handcrafted distilled spirit whose alcohol content is equal to or more
than 40% alcohol by volume

Wines

Wines produced from concentrated must with an alcohol content not
exceeding 24% by volume

Substandard wines with an alcohol content not exceeding 24% by volume
Wine and cider with an alcohol content not exceeding 24% by volume
Tropical fruit wines with an alcohol content not exceeding 24% by volume

Champagne and sparkling or carbonated wines with an alcohol content
not exceeding 24% by volume

Sub-standard sparkling or carbonated wines, or wines from concentrate
must with an alcohol content not exceeding 24% by volume

Beers, malt extract, and other analogous products
with an alcohol content not exceeding 1%% per volume
with an alcohol content exceeding 1%% per volume
with total production not exceeding 400,000 wine gallons

with total production greater than 400,000 but not exceeding 1,860,000
wine gallons

with total production exceeding 1,860,000 wine gallons:

the first 9,000,000 wine gallons

for each wine gallon over 9,000,000, up to a maximum of 10,000,000
for each wine gallon over 10,000,000, up to a maximum of 11,000,000
for each wine gallon over 11,000,000, up to a maximum of 12,000,000
for each wine gallon over 12,000,000, up to a maximum of 31,000,000

Acquisition of Certain Personal Property and Services

Municipal Property Tax

Personal property

Reglamento 9316 de 2021,
seccion 13.1

5021.01
5021.01(a)
5021.01(a)(1)
5021.01(a)(2)

5021.01(a)(4)(A)

5021.01(a)(4)(B)
5021.01(b)
5021.01(b)(1)

(

5021.01(b)(2)
5021.01(b)(3)
5021.01(b)(4)

5021.01(b)(5)(A)

5021.01(b)(5)(B)

)

5021.01(c)

5021.01(c)(1

5021.01(c)(2
5023.04(a)(1

)
)

5023.04(a)
5023.04(a)
5023.04(a)
5023.04(a)
5023.04(a)

Ley 52 de 2022,
Articulo 39

Tipos contributivos afo fiscal
2025-2026¢

Tipos contributivos afio fiscal
2025-2026
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Type of Tax

Section or Reference?

Inventory tax

Real property

Municipal License Tax (Patente)

Financial business
Provision of any service, sale of any good, or any industry or business

Construction Excise Tax (Municipal)

Additional Special Contribution for Solid Waste Facilities (Municipal)

Charge to Telecommunications, Cable TV, and Private Utility Companies

Social Security Contributions

Old-age, survivors, and disability insurance (Social Security)

Hospital insurance (Medicare)

Insurance for drivers and other employees
Temporary non-occupational disability insurance
Unemployment insurance

Workers' compensation insurance

Room Occupancy Tax

Charge for the Management and Disposal of Discarded Tires
Insurance

Taxes on premiums

Compensation from annual income (retribuciones de rentas anuales)

Special tax on premiums

Import Duty on Coffee

CMPR/f Articulo 7.148

Tipos contributivos
afio fiscal 2025-2026

CMPR, Articulos
7.201-7.202

CMPR, Articulo 7.202(a)
CMPR, Articulo 7.202(b)

CMPR, Articulo 2.110

CMPR, Articulo 2.112

CMPR, Articulo 2.109(d)

Various

Internal Revenue Code 26
U.S.C. §3101(a)

Internal Revenue Code 26
U.S.C. §3101(b)

Ley 428 de 1950,
Articulo 12

Sinot9

Ley 74 de 1956,
Seccion 8

Ley 45 de 1935

Act 272 of 2003,
Section 24

Reglamento 8096 de 2011,
Capitulo IV

Ley 77 de 1957

Ley 77 de 1957, Articulo
7.020(1)

Ley 77 de 1957, Articulo
7.020(1)

Ley 77 de 1957, Articulo 7.022

Normas 4663 de 1992
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Table A1 (cont.)
Puerto Rico Tax Index

Type of Tax Section or Reference?

Roasted or ground coffee Normas 4,663 de 1992,
Articulo |

Coffee preparations in any manner other than raw, roasted or ground Normas 4663 de 1992,

coffee Articulo Il

Other Charges

. Ley 20 de 2017,

911 Service Articulo 4,05

Puerto Rico Universal Service Fund Ley 21,3 de 1996,
Articulo 7¥

Notes.

2Refers to the Puerto Rico Internal Revenue Code of 2011 (2011/2025) and other sources from Puerto Rico and the United States where the
rates listed in Table A2 Puerto Rico Tax Reference Guide appear.

5The types included under the sales and use tax and import tax are listed in Form AS 2915.1 Sales and Use Tax and Tax on Imports Monthly
Return (Departamento de Hacienda, 2022).

¢ See also Modelo SC 2225 Planilla mensual de arbitrios sobre gasolina, «gas o diesel oil», combustible, petréleo crudo, derivados y otras
mezclas de hidrocarburos (Departamento de Hacienda, 2015).

dRefers to the Reglamento de Apuestas Deportivas de Puerto Rico (2021).

ePublished by the Centro de Recaudacién de Ingresos Municipales (2025).

f Refers to the Codigo Municipal de Puerto Rico (2020/2025).

9See the Sinot website (Departamento del Trabajo y Recursos Humanos, 2021).

"Refers to the Reglamento Tarifario para el Manejo y Disposicion de Neumaticos (2011).

iRefers to the Normas para aumentar el derecho sobre café importado al Estado Libre Asociado de Puerto Rico (1992).

iRefers to the Ley del Departamento de Seguridad Publica de Puerto Rico (2017).

kRefers to the Ley de Telecomunicaciones de Puerto Rico de 1996 (1996).

Source. Own elaboration.
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Type of Tax Rate

Individual Tax

Regular Tax

On the net income

Not more than $9,000 0%
7% of the excess

In excess of $9,000 but not over $25,000 over $9.000
$1,120 plus 14%

In excess of $25,000 but not over $41,500 of the excess over $25,000
$3,430 plus 25%

In excess of $41,500 but not over $61,500 of the excess over $41,500
$8,430 plus 33%

In excess of $61,500 of the excess over$61,500

Alternate Basic Tax on Individuals?

On the net income subject to alternate basic tax

In excess of $25,000 but not over $50,000 1%

In excess of $50,000 but not over $75,000 3%

In excess of $75,000 but not over $150,000 5%

In excess of $150,000 but not over $250,000 10%

In excess of $250,000 24%

Optional Tax for Self-Employed Individuals

If the gross income were

Not over $100,000 6%

In excess of $100,000 but not over $200,000 10%

In excess of $200,000 but not over $300,000 13%

In excess of $300,000 but not over $400,000 15%

In excess of $400,000 but not over $500,000 17%

In excess of $500,000 20%

Tax on Nonresident Alien Individuals

Interests, rents, royalties, salaries, annuities, compensations, remunera-

tions, emoluments, distributions from exempt entities, income attribut-

able to the distributive share of a partner’s interest in a partnership, net 29%
capital gains, or other fixed or determinable annual or periodical gains,

profits, and income (other than insurance premiums or interest)

Dividends

15%

Distributive shares of a stockholder in a corporation of individuals 33%
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Table A2 (cont.)

Puerto Rico Tax Reference Guide

Type of Tax Rate

Normal Tax on Corporations

On the net income subject to normal tax of every regular corporation 18.5%

Surtax on Corporations

On the net income if the net income subject to surtax is

Not over $75,000 5%
$3,750 plus 15%

In excess of $75,000 but not over $125,000 of the excess of $75,000
$11,250 plus 16%

In excess of $125,000 but not over $175,000 of the excess of 125,000
$19,250 plus 17%

In excess of $175,000 but not over $225,000 of the excess of $175,000
$27,750 plus 18%

In excess of $225,000 but not over $275,000 of the excess of $225,000
$36,750 plus 19%

In excess of 5275000 of the excess of $275,000

Alternative Minimum Tax Applicable to Corporations

If the alternative minimum net income exceeds the exempt amount The greater of $500

of $50,000 or18.5%

If gross receipts are equal to or greater than $10,000,000 23%

Optional Tax for Corporation Rendering Services

If the gross income were

Not over $100,000 6%

In excess of $100,000 but not over $200,000 10%

In excess of $200,000 but not over $300,000 13%

In excess of $300,000 but not over $400,000 15%

In excess of $400,000 but not over $500,000 17%

In excess of $500,000 20%

Tax on Foreign Corporations and Partnerships

Interests received from rents, royalties, salaries, annuities, compensations,

remunerations, emoluments, distributions from exempt entities, incomes

pertaining to the distributive share of a partner’s interest in a partnership, 299

special partnership, limited liability company, net capital earnings, or other ?

fixed or determinable annual or periodical gains, profits, and income (other

than insurance premiums or interests)

Dividends 10%

Preferred Rate Taxes
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Type of Tax

Rate

Special surtax on separate accounts (life insurance companies)

Special tax for individuals, estates, and trusts on net long-term capital
gains

Alternative tax to corporations on net long-term capital gains

Tax on individuals, estates, and trusts with regard to the interest paid
Individual retirement account
Special tax over dividend distribution of certain corporations

Compensation paid by international sports associations or federations

Sales and Use Tax and Tax on Imports
Imports for use and for resale

Taxable sales of tangible personal property, digital products, taxable
services, and taxable admissions

Taxable sales of prepared foods

Taxable services rendered to other merchants and designated profes-
sional services

Autoconsumption and use of inventory
Total municipal tax liability (Municipal SUT)

Taxes on Goods (Excise Taxes)
Cement
Sugar

Plastic products
Tobacco products

Cigarettes
Cigars

Loose tobacco
Cigarette paper

Cigarette tubes

0.10% on the total
amount of assets

15%

20%
10% on the total amount
of nonexempt interest

17% on the total amount
of nonexempt interest

15% of the total
amount received

20% of the total
amount received

10.5%
10.5%
6%
4%

10.5%
1%

$0.06 for each
hundredweight or fraction

$0.14 for every
pound or fraction

6.6% of the
taxable price

$25.50 on each
hundred or fraction

$25.50 for every
pound or fraction
$25.50 for every
pound or fraction

$3.00 for every 50
papers or fraction

$3.00 for every 50
tubes or fraction
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Table A2 (cont))
Puerto Rico Tax Reference Guide

Type of Tax Rate
Smokeless tobacco piir?g g?;ri\girgn
$4.53 for every

Powdered tobacco X
pound or fraction

Electronic cigarettes $3.00 for every cigarette
Nicotine cartridges $0.05 for every millimeter
Vaporizer $6.00 for every unit
Fuel
Gasoline $0.16 on eagh gallon
or fraction
Aviation $0.03 on each gallon

or fraction

$0.04 on each gallon

Gas oil or diesel oil !
or fraction

$0.08 on each gallon

Any other fuel or fraction
Crude oil, partially processed products, and finished products derived $15.50 per barrel
from petroleum or fraction
Vehicles
Automobiles
Upto $6,170 $637.50

(minimum tax)

$637.50 plus 10.2%
of the excess of $6,170

$1,098.00 plus 19.6%
of the excess of $10,690

$3,188.35 plus 23.0%
of the excess of $21,380

$5,575.15 plus 27.2%
of the excess of $31,780

$9,253.10 plus 34.0% of the

Over $6,170 and up to $10,690

Over $10,690 and up to $21,380
Over $21,380 and up to $31,780
Over $31,780 and up to $44,890

Over $44,890

excess of $44,890
Propulsion units 17.0%
Buses 20.0%
Trucks 10.0%
Motorcycles 8.0%
All-terrain vehicles 11.5%
Manual or light-duty trailer hitch 6.6%
7% on the suggested consumer
Ships sales price, up to a maximum

of $10,000
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Type of Tax

Rate

Heavy equipment

Tax on Certain Transactions

Tax on horse racing betting
Papeleta
Double, exacta, quiniela and any other legally authorized bet
Pari-mutuel bet

Sports Betting Tax
Bets placed at an authorized establishment

Bets placed online

Alcoholic Beverages
Distilled spirits

Any product other than sugar cane byproducts

Any sugar cane byproduct
Handcrafted distilled spirit whose alcohol content is less than 40%
alcohol by volume

Handcrafted distilled spirit whose alcohol content is equal to or more
than 40% alcohol by volume

Wines

Wines produced from concentrated must with an alcohol content not
exceeding 24% by volume

Substandard wines with an alcohol content not exceeding 24% by
volume

Wine and cider with an alcohol content not exceeding 24% by volume

Tropical fruit wines with an alcohol content not exceeding 24% by
volume

Champagne and sparkling or carbonated wines with an alcohol content

not exceeding 24% by volume

Sub-standard sparkling or carbonated wines, or wines from concentrate

must with an alcohol content not exceeding 24% by volume
Beers, malt extract, and other analogous products

with an alcohol content not exceeding 1% % per volume

with an alcohol content exceeding 1%% per volume

7% on the price in Puerto Rico,
up to a maximum of $25,000

$0.05 on each bet
$0.15 on each bet
$0.25 on each bet

7%
12%

$31.29 per wine
gallon or fraction

$15.12 per wine
gallon or fraction

$6.30 per wine
gallon or fraction

$12.09 per wine
gallon or fraction

$7.00 per wine gallon
or fraction

$2.00 per wine gallon
or fraction

$12.05 per wine gallon
or fraction

$0.97 per wine gallon
or fraction

$14.45 per wine gallon
or fraction

$2.55 per wine gallon
or fraction

$1.00 per wine gallon
or fraction

$4.35 per wine gallon
or fraction
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Table A2 (cont.)
Puerto Rico Tax Reference Guide

Type of Tax Rate
with total production not exceeding 400,000 wine gallons $0.95 per wine gallon
with total production greater than 400,000 but not exceeding 1,860,000

wine gallons $1.50 per wine gallon

with total production exceeding 1,860,000 wine gallons:

the first 9,000,000 wine gallons $2.55
for each wine gallon over 9,000,000, up to a maximum of 10,000,000 $2.76
for each wine gallon over 10,000,000, up to a maximum of 11,000,000 $2.97
for each wine gallon over 11,000,000, up to a maximum of 12,000,000 $3.18
for each wine gallon over 12,000,000, up to a maximum of 31,000,000 $3.39
Acquisition of Certain Personal Property and Services 4%

Municipal Property Tax
5.80%-10.33%
(varies by municipality)
5.80%-10.33%
(varies by municipality)

8.03%-12.33%
(varies by municipality)

Personal property
Inventory tax

Real property

Municipal License Tax (Patente)

Financial business 1.50% of gross receipts
Provision of any service, sale of any good, or any industry $0.50 del 1%
or business of gross receipts

Construction Excise Tax (Municipal) [twill be determined by the

municipality.

Additional Special Contribution for Solid Waste Facilities It will be determined by the
(Municipal) municipality.
Charge to Telecommunications, Cable TV, and Private It will be determined by the
Utility Companies municipality.
Social Security Contributions
Social Security

Employees 6.20% on earnings

Employers 6.20% on earnings

Medicare
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Type of Tax Rate
Employees 1.45% on earnings
Employers 1.45% on earnings

Insurance for drivers and other employees
Insured employees of Puerto Rico
Employers and self-employed insured individuals
Temporary non-occupational disability insurance
Employees

Employers

Unemployment insurance

Employer

New employer

Workers' compensation insurance

Employers

Room Occupancy Tax
General tax
Lodgings authorized to operate gambling halls

Lodgings authorized to operate as paradores, Posadas de Puerto Rico, or
certified as a bed and breakfast

All-inclusive hotels
Short-term rentals

Recreational facilities operated by agencies or instrumentalities of the
Government of Puerto Rico

Charge for the Management and Disposal of Discarded Tires

Charge for the management and disposal of each imported, new or used
tire, or a tire manufactured in Puerto Rico

Rimsup to 17"
Rims over 17" up to 24.5"
Rims over 24.5"
Fees for the management and disposal of discarded tires
Processing
Shredding

$0.50 per week
$0.80 per week

$0.30 on earnings

$0.60 from the employee’s
wages, up to a maximum of
$9,000.00

Ranges from 1.0% to 5.4%
on the first $7,000 of wages

Ranges from 2.7% to 3.4%
on the first $7,000 of wages

Varies according to the classifi-

cation of trades and industries,

based on a base rate per $100
of payroll paid.

9.0%
11.0%

7.0%

5.0%
7.0%

5.0%

$1.65 per unit
§7.00 per unit
$25.00 per unit

1.2¢ per pound
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Table A2 (cont.)
Puerto Rico Tax Reference Guide

Type of Tax Rate
Grinding 7.1¢ per pound
Final disposal
Recycling 4.1¢ per pound
Exportation
Whole tires 5.3¢ per pound
Shredded tires 3.0¢ per pound

Non-structural use
Final use
Energy source
Whole tires
Shredded tires

Insurance
Taxes on premiums
Compensation from annual income (Retribuciones de rentas anuales)

Special tax on premiums

Import Duty on Coffee
Roasted or ground coffee

Coffee preparations in any manner other than raw, roasted, or ground
coffee

Other Charges
911 Service

Basic charge for residential subscribers, nonprofit organizations, and
religious entities

Basic charge for commercial, professional, and government subscribers

Puerto Rico Universal Service Fund

1.2¢ per pound

3.9¢ per pound
2.5¢ per pound

6%
3%
1%

$2.50 per pound

$1.25 per pound

$0.50 per month

$1.00 per month

Varies

Notes.

2The alternate basic tax on individuals applies to selected types of income that are exempt from regular income tax; in general, it applies to

self-employed individuals rather than salaried employees who receive a W-2PR Withholding Statement.

b The inventory tax on manufacturers, merchants, or dealers (commonly known in Puerto Rico as the inventory tax) is a component of the

personal property tax.
Source. Own elaboration.
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