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Tax Planning – Does Matter! 

 

As my father used to tell me it’s not what you make but what you keep that is 
important.  That could not be truer than today.  It seems like every time I turn 
around there are more and more taxes. 

 

One key aspect of taxes to remember is that usually taxes are a percentage of 
something.  It could a pack of gum, gas, food or as most of us are aware, income 
taxes.  Ever wonder why you are paying more?  Well on most cases it’s simple, 
especially when you have high inflation. 

 

In most cases taxes are added to the cost the products that we purchase.   If you 
purchase a pack of gum for $1.00 and there is a 6% sales tax, then the cost of the 
pack of gum is $1.06.  If you only have a $1.00, then guess what, you can’t 
purchase the pack of gum. 

 

When we experience high inflation, it compounds the taxes.  If the same pack of 
gum now costs $1.50 with a 6% tax rate, then then new cost is $1.59.  You just 
paid $0.03 more in taxes.  That is most likely why governments like percentages 
because they realize most people don’t understand and will continue to purchase 
the pack of gum and pay the tax.   

 

In some cases where you purchase products can save you money.  For example, if 
you live in one county, but are close to another county and the other county has 
lower taxes, you might choose to spend your money  in the lower tax county.   
Some politicians actually believe that taxes don’t matter, until their tax revenue 
drops.  Then the usual solution is … raise taxes. 

 

Should you live in a big city like Chicago, be careful where you spend your money.  
Should you spend it downtown, that could cost you almost 4% points more than 
buying the same goods outside of downtown.  That is one reason why my wife 
and I have not been downtown Chicago in over 3-years. 
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Prior to the past couple of years inflation had been relatively mild, 2-3%/yr.  Did 
you know that even with a low level of inflation the cost of the goods you 
purchase could double in about 20 years?  But don’t forget the taxes, because 
they could have doubled as well.    

 

So, what does this mean to you?  You might need more income to cover the costs 
since your income may not be keeping up with inflation.   Inflation might be one 
of the biggest concerns for retirees.  Unless your income keeps pace with 
inflation, you could end up spending more principal and run the risk of running 
out of money.   

 

Inflation maybe one of the reasons we need to schedule a time to talk.  
Generating additional income and potentially tax advantaged income may be 
away for you to continue to maintain your current standard of living.  Without 
additional income, you might end up running out of money before you run out of 
air.  More people are afraid of running out of money that they are of dying.  One 
is a probability while the other is a certainty. 

 

If you are interested in learning more and discussing your options, please give me 
a call at 630-235-5273 or email me at mflanagan@flanaganfinancialservices.net 
and we can work on developing an income strategy around your situation.  
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