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On March 28, 1878, the Three Mile Islond
Nuo. 2 Nuclear Generagting Unit negr Harrisburg,
Pennsylvania, suffered the worst gecident utf
g commercial nuclegr plant in U8, history,

in early April, Public Citizen relegsed o study
ravealing a possible causal link between the accl-
dent and fedéral tax subsidies fo utilities. In
light. of its findings, which

hascalled :

e i T : |
the possibility of eliminaping the itilities’ 1
subgidies, : :

Hown wepe Michae! H, Bancroft of the Litigation
Group, Robert B. Stulberg of the Heaith Research
Group, and Robert 8. Mcaintyre of the Tox
Reform Research Group,

Federnl tax considerations may prevail over
safety conderns in the decision on when to open
a nucltear power faciiity, according to information
vecently obtained by Publle Citizen. And i the
cage of the Three Mile lsland facility near
Harrisburg, Penngylvania, the irresistable prog

pect of some $40 million worth of tax breaks
for the current tax year may have prompted a
premature opening, resulting in the nation’s
worst nuclear accident in a commercial plani
io date.

Three Mile Island Reactor Ne. 2, the site of
the March aceident, wend into commercial opey-
ation lest December 30 at 11:00 vom. By puiting
TMI-Z into service 25 hours before the year’s
end, the owners of the plant gualified for in-
vesbment tax credils and sccelerated depreciation

NUCLEAR, see page 2

| Contributing to the Public Citizen investiga-

Three Mile lsland nuclear generating plant neay Harrishurg,

Pannsyivania, site of the Margh 28

accident. There is evidence that Meactor No. 2 may have heen rushad into service before safety

wzs assurad in order to

oualify the owners for federsl

tax broaks.
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by Gary Robinson
and Robert 8. Mclntyre

When the polls show that Americans favor a
constitutional amendment to balance the federal
budget by asix to one majority, and when 29 of
the required 34 sfates have called for a national
convention fo consider such an amendment, can
the idea be all bad? Can the governor of Cali-
fornia be accused of demagoguery for basing his
1880 presidential campaign on the convention
issue?  Can House and Senate Republicans be
condemned as political opportunists for their
strident calls for constitutignal restrictions on
federal overspending?

The answer to all these guestions appears
rather clearly to be yves.

The fact that atlempting to enshrine a partic-
ular economic policy in the fundamentat law of
the land i a constitutional and economic
absurdity is recognized by virtually all serious
thinkers of the subject, ranging across the polit-
feal spectrum, More than 400 of the country’s
leading economists, including three Nobel laure-
ates in cconomics and seven former presidents of
the American Economic Assoclation, have sign-
mg an open letter criticizing the amendment as a

amsmmmoav: idea. Walter Heller, who was Presi-
dent Kennedy’s chief economist, calls the
mpendment’s  supporters  ‘‘simply  wrong.”
Arthur Burns, who based his career as a leading
Republican economist on constantly advising a
balanced: _ozamma gﬁwm the mﬁmﬁ&gma is un-

‘Benate Wﬁmwmﬁ Oowﬁéﬁmm Osmﬁﬁmw Maﬁmda
Muskie (D-Maine) says a-constitutional require-
ment s “unworkable, eounter-productive, and
even irresponsible.” House Minority leader John
Rhodes (R-Ariz.) described the amendment as
“inflexible’ and “unworkable” in February, and
told the Washington Star he continued to hold
these views even after joining his Republican
colleagues in calling for its adoption. Leading
constitutional scholars like Lawrence Tribe of
Harvard have condemned the proposal, and even
an extremely conservative academic like Yale
professor Robert Bork (of Watergate notoriety)
has “reluctantly’ concluded-that an amendment
is unfeasible,

if a constitutional amendment requiking a bal-
anced budget is such a poor idea, why do ama-
jority of Americans sexpress support for it?
What exactly are the problems with such an

by cynical, unscrupulous,
lain kooky

yoliticians

and national lobby org anizations,

the American people
convince
constitutional amendn
requiring a balanced budget
end big government, |

become

waste, and

inflation.

ave
a
ent
il!
igh taxes,
Infor-

tunately, this just isn’t S@m case.

amendment? And why are soriie national leaders
arguing for one?

The Public Perception

The American people think that the federal
cc&mﬁu is out.of control. They feel that exces-
sivespending by ‘the government leads to: ‘huge
deficits which cause inflation. They believe that
if individuals, families, corporations, and state
and local moqmﬁammﬁm must balance their _ocmml
ets, the federal government should be requir-
ed to do likewise. Led on by cynical, unscrup-
ulous, or just plain kooky politicians and na-
tional lobbying organizations, the American

‘people have become convinced that a constitu-

tional amendment requiring a balanced budget
will end big government, high taxes, waste, and
inflation. Unfortunately, this just- Hmﬁaw the case.

Why It’s a Bad Idea:
The Convention Issue

Calling a national convention to consider a
balanced budget amendment is such a dangerous
idea that even the most far out advocates for

9

€

Az this dssue went to press, President
Carter had just released the details of his
new energy plan, including the gradual
decontrol of the price of oil, and & “wind-
fall profits tax’ on oil companies,

But “as surely as the sun will rise”
sairl Carter, “the oil companies can be ex-
pected to fighi to keep the profits which
they have not earned.”

The May issue of People & Taxes will
give a detailed account of the tax aspects
of the new energy plan, and a preview of
the legislative debate to come,

e % &

such a convention, such as the Wational Tax-
payers Union, admit in private that they are en-
dorsing a convention only to put pressure on
Congress to propose an amendment for the
states to vote on,

There are two methods for amending the con-
stitution. The most familiar is the congressional’
route: Upon atwosthirds vote of both the Houge:
and Senate, an amendment is submitted to the
states for ratification. Altématively, “[t]he
Congress ... on the application ofthe legislatures
of two-thirds of the several states, shall call 3
convention for proposing amendments.”’ A con-
vention has riever been called pursuant to this
clause, and our only relevant experience is the
original constitutional convention of 1787.
Called “for the sole purpose of amending the
Articles of Confederation,” this *“runaway”
convention® ended up junking the Articles and
writing an entirely new document — our present
constitution.

Were a new convention held today, the over-
whelming problem is that there would be simply
16 way to assure that the delegates would re-
strict themselves to the budget issue. Almost
certainly inmferest groups would clamor for
amendments involving such things as praver in
school, abortion (from both sides), taxation,
voting, bussing, antitrust, and so forth. Of
course, the convention might refuse-to approve
any amendments, and whatever it recommends
would have to be ratified by three-quarters of
the states. But even at best, the result of a con-
vention would be terribly divisive, reopening all
the national wounds of the lagt three decades.
The dangers are real enough that minority leader
Rhodes says he is supporting a congressionally-
proposed budgel amendment just to avold the
passibility of a convention.

The scope of the convention guestion is the
biggest probiem, but it s not the only one.
Among the unresolved issues which would have
to he decided are:

What constitutes a valid application by & state
legisiature for an amending convention? 1If a
convention is called, who would be the eligible
delegates? Must they be elected or could they
be appointed, and if so by whom? Can Cengress
prescribe any rules for the convention? These

BUDGET, see page 4

PEQPLE & TAXES, April 1979
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the 34 vears since the end of World War II there
has been no such downturn. The main reason
has been the use of the federal budget to moder-
abe  recessions. A  workable constitutional
amendment mandating a balanced budget would
almost assure a repetition of the depressions that
plagued the pre-war era.

What then of the publie belief that an uncon-
trolled federal budget is the cause of inflation,
that the national goverriment -~ unlike everyone
elge — has been livihg beyond its means, and that
the people must demand restraint?

The public perception that the federal budget
is out of control has some element of truth
in it In fact, three-quarters of current federal
cutlays arve officially classified by the Office
of Management and Budget as ‘“‘uncontrollable”
in the short term—because of past legislation or
execuiive action or because of exogenous
factors such as inflation and unemployment
rates.  But the fact of this short term uncon-
trollability actually argues against rigid solutions
like a constitutionally-mandated balanced bud-
get on an annual basis, and instead suggests
that Conpress and the administration should
engage in more long range budget planning ~
where bidget control is much greater. And in
fact, both the President and the Congress are be-
ginning o move toward setiing multi-vear budg-
et goals,

As o the charge that government spending
has induced our current inflation, experiencs
shows that federal defivits are not necessarily in-
flationary. During the Great Depression of the
early 1930, prices declined drastically, despite
the government running huge deficits, From
1959 to 1965, when there were big deficits, the
inflation rate was little more than 1%. And in
the face of huge deficits in 1974.78, price
inflation dropped from over 12% to less than
6%, Thus, econbmists say that federal deficits
exacerbate inflation only when used to pump
more . purchasing power into an already . pros-
perous economy. Yet wheén' thé économy is
slack or In & recession — when there are idle
workers and machinery — a government deficit
may be needed to help the economy get back on

its feet by adding to the demand for goods and.

services. The ability to run a deficit of the
proper size on the proper occasions increases the

A Washington Post survey of the
congressional sponsors of constitutional
resolutions recently found an embarrassing
dearth of specific proposals on how to

balance the budget.

The most frequent

suggestion was to raise taxes, with “don’t
know” ranking a close second.

government’s ability to stabilize the economy.

Despite the thinking of most Americans, indi-
viduals, families, corporations and state and
Iocal governments do not run a balanced budget,
When people borrow money to buy cars, houses
or machinery for their companies, they are do-
ing ariything bul managing a balanced budget,
They run huge deficils relative to thair income.

As noted earlier, the states have balanced
budgets only because they don’t count capital
spending. And even so, federal support, like
revenue sharing, makes the state surpluses pos-
sible. In faet, the federal deficit next vear
will be azbout $30 billion—but $83 billion in
federal funds is earmarked as aid for state and
iocal governments.

Since World War II the federal debt has been
the slowest growing major form of debt. While
the federal debt is less than 3 times the size it
was i 1950, consumer installment debt is nearly
14 “timey what it was'then, mortgage debt 16
times, corporate debt 11 times, and siate and
local debi 13 times its 1950 level.

- Although many opportunistic politicians have
been quick to propose constituticnal spending
limitations or balanced budget requirements,
they have been very slow to come up with de-

Although details vary widely, most of
the various proposals adopted by stafes or
proposed in Congress to impose consti-
tutional restrictions on the federal budget
fit into one of two categories: balarnced
budget requirements and spending lim-
itations.

Typical of the balanced budget proposals
is the amendment put forward by the Na-
tional Taxpayers Union, which provides
simply that the federal budget must be
“halanced” in the absence of a ‘“‘national
emergency.” None of the operative words
are defined.

Some of the state petitions have sought
to shed light on the meaning of “balanced
budget.” For example, ten states have
passed applications saying that (in the ab-
gence of a national emergency) “the total
of all federal appropriations made by the
Congress for any fiscal vear may not ex-
ceed the total of all estimated federal
revenues for that fiscal year.”” Four more
states have passed a similar resolution
but added a clause which excludes from
total revenues all funds derived from
borrowing.

Other proposals call for a balanced

How to balance a budget?
Let us count the ways ...

budget only in years of strong economic
growth, while still othets merely exhort
Congress to “seek to assure” a similitude
of outlays and revenues.

Recently, the National Taxpsdyers Union
has encouraged states to make their calls
dependent upon the legality of limiting the
convention solely to the bhalanced budget
issue,

Spending Limitations

The leading spending limifation amend-
ment is the 430 word monster proposed by
Milton Friedman and the National Tax
Limitation Committee (see box, opposite
page). It would limit each year’s percen-
tage rise in total federal outlays to the per-
centage increase in the GNP during the pre-
ceduing vear—and the allowable percentage
increase would be reduced by one-fourth
the rate of inflation above three percent.

Senator Bob Dole (R-Kans. ) has proposed
an amendment that would restrict federal
outlays to no more than 18 percent of GNP,
A proposal by Senator James McClure (R-
Idaho) would restrict spending to one-
third of total national ihcome,

tails on how they would achieve their goals were
their amendments adopted. A Washington Post
survey of the congressional sponsors of con-
stitutional resolutions found an embarassing
dearth of specific proposals on how to balance
the budget. The most frequent suggestion was
to raise taxes, with “‘don’t know” ranking a
close gecond. Recently, a group of conservative
House and Senate Bepublicans had to admit de-
feal in their atterapt to cut g mere 59 billion
of President Carter’s proposed $29 billion defic-
it for fiscal 1980, And the National Taxzpayers
Union, which claims it can balance the budgst,
cut taxes by a third, and improve government
services all at once, retreats behind vague exhor-
tations to “cut the fat” whenever guizzed on
specifics.

The point, of course, is that balancing the
budget is not as easy as some would make it
appear. Close to half the federal budget, for
example, counsigts of  benefit programs that
respond more or less automatically to infla-
tion. Eliminating or limiting such automatic
increases would move us toward a balanced bud-
get, but many Americans might not find the
effects palatable. Among other things, the in-
comes of the elderly and disabled would not
keep pace with inflation, defense readiness
might be diminished, and less money would
bhe available for health research, space explor-
ation, mass transit, and development of al
ternative energy sources. .

In fact, many of those in Congress who
shout most loudly for constitutional curbs
on federal spending are the least restrained when
it comes to government expenditures through
the tax system, These self-styled *“fiscal conger-
vatives” are all in favor of multibiliion dollar
subsidies like tuition tax credits, bigger exclu-
gions for capital gains, investment credits for
giant corporations, and the like. The National
Taxpayers Union supports “all loopholes, cat-
sgorically.” Yet the total of over $130 billion
in such back door spending dwarfs the federal
deficit of $30 hillion, and is a major reason for
high federal tax rates on average citizens.

In the midst of all the often hypoctitical
rhetoric, programs are being devised and steps
are gctually being taken by more responsible
leaders which will move toward elimination
of the country’s budgetary imbalance.

As a proportion of GNP, the budget is being
reduced from 22.6% in 1976 to 21.2% by 1980,
The ratio of the deficit to the GNP has been cut
by two-thirds, from 1.6% in 1975 to a projected
1.4% in 1979. According to the Congressional
Budget Office staff, President Carter’s proposed
$531 billion budget for 1980 {alls $20 billion
short of the amount that it would cost simply to
maintain current services. The public certainly
has a right to demand a continuation of that
process, but it will be ill served by quack re-

Em&mmmw.wmoosﬁ#nﬁos&wzmmmﬁ mEm:@
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L all farmls

transfer tax at the time of sale. The tax is 10
percent for land held only one year. But it
phases out gradually so that there is no tax at all
when land held over ten years is sold.

# Hestrictive agreement

In some states a landowner seeking a special
use-value assessment roust sign ah agreement
promising riot to develop the land for a period
of years ~~ ten in California, Hawaii, and Wash-
ington, eight in New York State. In some cases,
such as Pennsylvania, California, and Hawaii,
land must be designated for farm or open-space
use on a local land-use plan in order to qualify.
Penalties are normally severe for landowners
who break the contract. Also, landowners who
choose not to renew their contract may be sub-
ject to rollback taxes. In Hawail the owner of
benefited land who changes its use must pay
back all the taxes avoided even if the contract
has expired.

As mentioned,
ments

commonly there are require-
concerning acreage, agiculbural produc-
tion, ncome, and/or inclusion in a local plan
tor usevalue assessments. Perversely these can
exclude genuine small property owners who
want to keep their land unspoiled, while favor-
ing large corporate and conglomerate land-
holders %wc have the land mainly for specula-
tion and could probably afford the taxes any-
way. In some states the local government can
decide whether or not io include particular
parcels of land. In California the state compen-
sates local governments for part of the property
tax assessment cuts, but in most géates local tax-
payers have to bear this cost themszelves.
Another form of assessment break for farmers
is the classified property tux system in which
property i assessed at different percentages of
full value, according to type, with farmland al-
ways at the bottom of the scale. Under classi-
fied property ﬂmm@w mfm nssessment break goes to
: 5.0f where it is and who

owns .
the gwner sells it or changes its use,

Do Assessment Breaks Work?

Even as the use-value assessment programs
have spread from state to state, the verdict on
them has been clear: They do not work. They
have, to be sure, granted temporary property tax
wmwmm o some small farmers and rural land-
awnels, perhaps keeping them on the farm a bit
tonger than they would stay otherwise. But in
fulfilling the promises made to voters that they
would preserve farmland and open space, they
have been failures. New Jersey was losing a
larger proportion of its farms each yvear after its
farmland assessment program was enacted in
1965 than before. Even the executive secretary
of the New Jersey Farm Bureau, a big booster of
the law, had to admit, “whether (it} has been
really effective in slowing conversion of farm-
land o other uses is debatable.” In Connecticut
land near urban areas has been dropping out of
the state’s farmland dssessment program. After
a visit to Maryland to witness the results of that
state’s farmland assessment program, noted con-
servationist William Whyte wrote in hiz book
The Last Landscape.

a5 far as the eyes coubd see.. preferential assess.
ment was not saving open space. Maryland coun-
tigs were being developed at about the same vate
and the same {ashion as suburban counties else-
where; subdivisions were going up in the usual
mnmﬁm%m pattern and to judge from the “for sale”
signs that were o be seen on farms, the scattered
pattern was certainly going fo moasmmm.

A candid state official in Rhode Island replied
tor n U.B. Benate survey by saying that the farm-
land assessment law there “is largely ineffective
in preserving open space, but does provide a tax
shelter for land speculators.”

It would Dbe bad enough if the farmland
assessment programs simply had {ailed to pre-

Andof moﬁwm thete is no penalty if .

The farmland assessment laws work as a

narcotic,
the countryside

lulling the people into thinking that
is safe and that all is well.

they have often in-
By encour-

In fact,
tensified development pressures,
aging speculators to hold close-in land off the

SEYVE Open space.

market temporarily, developers have been en-
couraged {0 go deeper info the countryside in
search of land they can afford. The area of
development expands and once the reoads and
utilities have been extended out to these hinter-
lands, the closer-in land is deomed. In Califor-
nia, by removing the lower grade farmlands from
potential development, the assessment breaks
have actually focused development pressures on
the state’s best and most vidnerable lands.

The assessment breaks have made farm real
astate a choice investment for developers and il
kinds of corporations with extrd cash. These bid
aver more eagerly for the available land, causing
assessments and thus properly taxes to increase.
The high prices in turn entice more genuine
farmers into selling. And as more land is enrol-
tad into the farmland agsessment programs, local
governments try to atiract business and industry
to malke up for the lost reveniues — causing the
tax breaks to encourage the very thing they are
supposed Lo prevent,

Finally the farmland assessment laws act as a
narcotic, luiling people into thinking that the
countrvside is safe and that all is well., They
heard the grand promises that attended passage
of the programs. They see pretty farms, un-

aware that developers have simply leased them
to farmiers in order to qualify for the desessment

break, while they are waiting for the land value
tec peak. By the time the bulldozers move in, it
is oo late to do anything to stop them.

As to the rollback penaltiss, a Maryland asses-
sor compufed thal speculators actusily would
come out betler with the rollback tax penaity,
since this tax replaced the former transfer tax,
A Connecticut assessor reckoned that a specu-
lator who held a parcel more than five vears
would come cut ahead after payving that state’s
gpecial penalty tax. A land speculator described
New dJersey’s two-year deferred tax penalty by
saying that “It ain’t nothing.”

A look at the assessment rolls shows just how
heavily speculators and corporate sodbusters —
as opposed to Farmer Browns — are benefiting
from the usevalue assessment laws. A moment’s
reflection suggests why. Before values start esca.
lating, the laws sren’t needed. By the fime they
are, the developers are already in on the action.
In New Jemsey, a study by the Princeton-hased
Center for the Analysis of Public Issuss showed
that International Utilities Corporation {(1UC)
and Levitt and Sons are getting big tax cuts on
thousands of acres under the state’s farmland
assessment law. In one township, a subsidiary
of the Atlantic City Electric Co. has been getting
an assessment break of 90 percent per vearona
182-acre tract for which it has had approval to
build a planned unit development since 1989,

FARMS, see page &

photor USDA
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by Anne G. Witte

I it ever became apparent that the future of
the apple pie was threatened — if, say, bakers
found if more advantageous to make Black For-
est cherry tarts —no doubtsome sentimental leg-
islator would concoct a tax break for bakers and
apple growers, dub it the “Golden-Crusted Ap-
ple Pie Preservation Act,” and promote i$ as the
“only way to guarantee protection of one of the
most widely-recognized American traditions.”

Subsidizing cherished American traditions
through the tax law, it seems, has itself become
traditional. In 1976 the legislators were con-
cerned about the decline of the family farm, so
they enacted changes in the estate tax on farm-
land. They were concerned, too, about other
small family businesses, and allowed them to
defer payment of estate taxes. (Last year they
gxtended thal tax break to the Gallo wine
company - the rationale perhaps being that,
although the multi-million dollar enterprise does
not gualify as a “small” family business, Cali-
fornia wine is a cherished American tradition
and the government and taxpayers should
contribute to its financial well being.)

Now the legislators are worried about another
American institution, the independent news-
paper. The cause for concern is real enough:
Newspaper chains are buying up local indepen-
dent papers at a rapid rate — according to Rep.
Morris Udall (D-Ariz.), about B0 or 60 papers a
vear. If that rate continues, Udall warmns, there
may be no independent dailies left in the coun-

Agin ten years,

- Part’of "the aversion-to that trend is for emo-
tional reasons: Seeing the local newspaper sell
oixt to the large chain is as offensive as the cor
ner store falling prey to the supermarket. But
with newspapérs the problem is more than one
of aesthetics. Observers are legitimately con-
cerned abouf both maintaining the papers’ edi-
torial autonomy and promoting journalistic
quality over profits. The implications of large
numbers of local papers being controlled by a
few powerful newspaper chains are not to be
taken lightly.

Thus the reasons for wanting to protect
the independent papers are sufficiently compel-
ling, The problem is that under the guise of do-
g so, the legislators are apparently willing to
play havoc with the tax code — the estate tax in
particular.  And there is very little indication

that their tampering with the tax will actually
help any independent papers.

Originally intended as a means for limiting the
transfer of excessive amounts of wealth, the
estate tax has recently become so diluted that
98% of all estates are comipletely exempt. Any
estate tax relief, then, would accrue to the re-

maining top 2% of estates, whose need is, to say
the least, highly questionable.

Udall and the other apologists for the inde-
pendent papers, however, rather simplistically
point 1o the estate tax as the reason so many
papers are selling out to newspaper chains. They
maintain that, since the chains are willing to pay
inflated amounts for a paper (as much as 50-60
times the paper’s annual earnirgs, apparently,
when a more realistic value would be about 10
or 15 times earnings), and the IRS sometimes
values the paper at the higher level for estate tax
purposes, it makes more sense for the owner to
sell the paper than to saddle his or her hejrs with
an exorbitant estate tax biil.

Of course, a business can always prepare for
estate taxes, by saving a portion of its income
for that purpose. And Udall wants to encourage
the independent papers to do just that. But
while any other business would first pay taxes
on its earnings and then set aside savings, Udall
proposes o give newspapers an incentive to
plan ahead. The independent papers could set
up a trust fund for future estate taxes, and any
amiount put into the fund (up to 50% of the
paper’s annual earnings) would be tax deducti-
ble. In addition, interest earned by the trust
would be exempt and the fund itself would be
excluded from the taxable estate. Finally,
payment of any estate faxes on the paper not

covered by the trust could. be extended over 15

years, at a low interest rate. This provision
already applies to gualifying small businesses —
including newspapers — but Udall would extend
it automatically to all independent papers
regardless of need.

if the estate tax were in fact the only deterrent
to the papers’ continued operation, Udall’s gen-
ercus proposal could conceivably convinee some
newspaper owners to keep their papers — albeit
with a $10 million cost to other tagpayers. {An-
other way to achieve the same resuit, though,
with considerably less damage to the tax code,
might be to require the [RS to make more real-
istic valuations of small businesses for estate tax
purposes, based on annual earnings instead of
artificially high selling prices.)

However, a number of other factors obviously
play a roll in an owner’s decision to sell —
among them the reluciance of the heirs to take
over the business and the eagerness of the chains
to buy (and the prices they are ready to offer).

But while Udall’s bill therefore might not
have iis desired effect, to discourage owners
from selling papers to the chains, it would al-
most certainly encourage other industries to re-
guest the same tax treatment. Supporters aigue
that only papers are allowed the special benefits,
because they alone are protected under the First
Amendment to the constitufion. (The constitu-
tion also guarantees the “right to bear arms”
but no one is suggesting special tax treatment
for gun manufacturers — yet.) But Udall himself
has said that, after experimenting with indepen-
dent newspapers, Congress imight extend his
proposal to other deserving industries. The

question would then become which industries
are *‘deserving.”’

" O

Although Udall’s bill probably wouldn’t have
its desired effect — to discourage owners
from selling their newspapers to the chains,
it would almost certainly encourage other
industries to request the same tax treatment.

NUCLEAR, from page 2

reactor trips. The emergency core cooling sys-
ters kicked in on the last turbine trip.

Continued feedwater problems resulted in
shutting off the turbine on December 16 for
feedwater pump repair. This consumed six days.

The Eleventh Hour

The plant finally reached 97% power on De-
cember 27, permitting scheduling of the re-
guied full power frip test for December 28.
NRC inspectors were present to withess the test.
After successful completion of the test, the unit
was shut down to repair steam leaks.

At 11:00 a.m. on December 30, the turbine
was shut down to repair more steam leaks. The
turbine was reactivated at 2:15 p.m. and the
power level was increased. B80% power was
reached at 10:20 p.m. With just 25 hours left
before the end of the 1978 tax year, TMI.2 was

declared to be in commercial service at 11:00
p.m. on Saturday, December 30.

The Aftermath

The owners of TMI-2 quickly began to realize
financial benefits from the decision to place the
urtit in commercial operation. In January 1979,
the Pennsylvania Public Utilities Commission
granted Penelec an increase of $56.2 million in
retail base rates, of which $26.4 million was at-
tributable to TMI-Z. Two months later, Met Ed
would gain a $49.2 million hike from the Penn-
sylvania Commission.

In addition, the companies’ annual veports all
heralded the plants as a “‘major milestone” con-
tributing to ‘s memorable year.” The annual
reports also announced decreases in tax due in
part to ““the placing in service of the TMI.2 nu-
clear generating unit in December 1878.”

However, the operational problems continued.
During a turbine trip test on January 15, 1979,
a steam bellows ruptured and power to the pres-
surizer in the primary coolant system was lost,
causing a reactor trip. The reactor was out of

service for 17 days for repairs.

On March 28, 1979, improperly closed valves
in the secondary cooclant system, malfunction of
a feedwater pump, a relief valve in the pres-
surizer sticking open and failure to operate the
emergency core cooling system properiy led, as
far as Is now known, to the maost serious com-
mercial reactor accident in U.5. history. The
accident caused incaleulably grave injury to pub-
lic health, and as yet unmeasured financial cost.

On April 3, 1979, Richiard Muranaka, chief of
NRCs Operating Data Section, which evaluates
the Monthly Gperating Reports filed by utilities
prior to commercial operation, explained in an
interview that the NRC does not get involved in
deciding the date a plant can begin commercial
operation. “When NRC grants an operating
permit, the company is authorized to operate,”
he said. “When the company puts the plant into
commercial operation really depends on their
tax structure. There’s sorme tax advantage for g
plant to go into operation before the end of the
yvear. This is particularly evident when a plant
goes into operation late in the year.” O
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Business battles
reform efforts
in Ohio

{3hio s wilnessing a struggle — between the
Thio Public Interest Campaign and the Chio
Manufacturers’ Association — that could have
profound consequences for tax reform in the
state. Ever since the Public Interest Campaign
{OPIC)Y unveiled its “Fair Tax Initiative” last
year, big business has been doing its best to
guash the measure and OPIC along with it.

“Who wants to shoot Santa Claus?”, gue-
vied Thomas Johnson, president of the Manu.
facturers’ Association {(OMA). “Bure it
sounds good — “scak that rich fella,” But in
the meantime, they dorn’t have that rich fella
anymore, hecause he’s already moved out ...
The people may get & tax break, but then
they don’t have a job, so what difference
does it make to them? How do they gain
anything?”

The answer is simple, states OPIC: The
people gain through tax justice. The Fair Tax
Initiative lmits property taxes for people
earning less than $30,000, closes business tax
loopholss, and changes the corporate and
personal income tax so that its burden does
not fall so heavily on small business and the
“lowand. middle-income: taxpayer. It does not
propose “‘soaking the rich™ or driving business
from the state,

According to Mary Lynne Cappelletti, legis-
lative director for OPIC% in Columbus, the
OMA is merely crying wolf when it claims
that the initiative would transform Obio into
an *industrial wasteland.”

“The manufacturers’ association has raised
this sgme argument in terms of every piece of
social legislation thats been passed in this
century,” she insists. “They said the same
thing sabout child labor laws, the minimum
wage, the 40-hour week and all the health and
safety legislation.

“They always claim these things would
rauge the state of the nation to become an in-
dustrial wusteland. That seems to be their
favorite phrase.”

OPIC has currently gathered over 90,000
signatares on its petitions, more than encugh
to have the initiative placed before the state
legislature. But business is stiil attenmipting to
stell the process as much as possible,

Late last year the OMA filed suit in the
Franklin County Court of Appeals, seeking to
have the court void all 92,881 signatures on
technical charges. When the Appeals judges
refused, the OMA dropped the suit and refiled
it in the Common Pleas Court. There it suf-
fered a second defeat. dJudge Fred J. Shoe-
maker raled in favor of the Fair Tax Initiative,
arguing that “the people having expressly re-
served to themselves the right of initiative,
it is not the function of this court to interfere
with that right and disenfranchise the voters.”

An OPIC spokeswoman described OMA’s
tactics as a simple attempt to circumvent the
power of the people. *“The manufacturors’
association is trving to squash this power by
using lawyers to find an 4 that wasn’t dotted
ar a ‘t’ that wasn’t crossed. . .

“Instead of addressing the substance of the
issue, which is fairness for all taxpayers,” she
continued, “they’re using their lawyers to

smash up the process in ‘legalese.” ”

Indeed, 2 second tactic business is using to
insure that OPIC’s initiative never appears
before the legislature is to challenge in a piece-
meal fashion all the signatures on the petitions.
Apparently Secretary of State, Anthony J.
Celebrezze, is willing to participate in the
game. Despite a confrary opinion from the
Attorney (General’s Office, Celebrezze refuses
to submit the petitions to the legislature until
all the challenges have been settled, a process
which could take months if the OMA has its
way.

To prevent this delay, OPIC plans to file
suit against the Secretary of State, demanding
that the court expedite the petitions, set a
time limit for challenges to be presented, and
establish a date on which the initiative must
be handed to the legislature. OPIC also in-
tends to present the initiative as a separate
legislative bill, thereby insuring that the poli-
ticians finally confront the issue.

Still, the OMA may prevail, since its influ.
ence in the state lsgislature and with Gover-
nor Rhodes is virtually irrvesistible. If the leg-
islature does not pass the Fair Tax Initiative
in a form suitable to QPIC, the citizens’ group
and its allies will have to gather another
85,000 signatures in order to place the meas.
ure on the November ballot. OPIC is conti-
dent that it could win such a battle, 0

Compromise
tax plan in
Wisconsin

Wisconsin politicians think that they've
come up with a hit idea for a tax cut. Work-
ing on the assumption that everyone likes a
vacation, they have decided to provide voters
with a two-mionth holiday on their personal
income taxes. During May and June employ-
ers will simply stop withholding the taxes
from employees’ paychecks, forcing the state
to live off its $475 million budget surplus.

While the schieme certainly has voter appeal
and, in fzct, helped elect the state’s new Re-
publician governor Lee Dreyfus: it has very
little else to speak for it. Liberal legislators
who worked for if did so in order to win pas-
sage ol thelr own taz measures, substantial
tax reforms.

Originally Dreyfus had requested a thice-
month tax holiday, something liberal legisla-
tors could not accept. A simple income {ax
moratorium by its very nature skews the
benefits towards the wealthier sectors of Wis-
congin’s population, with the inequity wor-
sening the longer the moratorium continues.
S0 a compromise was reached: In return for
Dreyfus’s two-month tax festival, major and
lasting changes would be made in the Wiscon-
sin tax system, ‘“The governor won the sex
appeal contest, but we got the lion’s share of
policy,” said Democratic House Speaker Ed
Jacamonis. *I think we won.”

In fact, low- and middle- income taxpayers
did ‘indeed win, with a piece of legislation
which one reporter has a bit enthusiastically
labeled ‘“ihe largest tax reform package in
Wisconsin’s history.” . The most important

change affects property taxes for both home-
ovwners and renters. Itemized deductions for

property taxes arereplaced with a 12% prop-
erty tax credit to be provided through the in-
dividual income tax. Since itemized deduc-
fions normally give greater proportionate re-
lief to high-income taxpayers and do not
benefit at all those who simply claim the
standard deduction, the credit amounts to 2
more progressive means of relief to hard-
pressed homeowners, Benters, too, receive
the 12% credit on a portion of their rent pay-
ments, on the assumption that part of rent
payments go towards property taxes,

In addition, the legislation expanded the
homestead tax credit and granted a one-time
property tax refund, up to $100, 0f 10% ofa
person’s 1978 property taxes, Finally, houge.
holds receiving general relief or aid to families
with dependent children became esligible to
file a homestead claim for the mornths when
they were not receiving public assistance. Pre-
vious state tax provisions had effectively ex-
cluded those poorest sectors of the popula-
tion from all such tax benefits.

Cutside the area of propeity tages, other
progressive changes contained in the new leg-
islation were frequently offset by measures
with more dubious effects for tax reform.
While the standard deduction was increased
by converting the former percentage deduc-
tion to flat amount, thereby following the
federal model, a widening of brackets and a
lowsiing of marginal tax rates decreased from
11.4% to 10% the top mearginal rate on in-
come in excess of $40,000. In addition, the
repeal of itemized deductions for state and
local taxes and a sales tax exemption for resi-
dential heating fuel and electricity were coun-
terbalanced by income tax breaks for Sub-
chapter 8 and multi-state corporations, [

Massachusetts

reform efforts
underway

While Massachusetts Governor Edward J.
King’s plan to limit local spending and taxes
founders in the state legislature, Mass Fair
Share has put together a cealition of public
employee and private sector unions, citigen
organizations, and public interest groups fo
support itz alternative proposal for fax
reforn.

“The Governor’s plan simply means local
communities must absorb the costs of infia-
tion, so something’s got to go,” Carol Lucas, &
regional vice-president for Falr Bhare, ob-
serves. ‘We can take our choice. Sowme fire-
fighters off the payroll? Close down a library
or elementary school? Cut out the locat pro-
grams for senjor citizens?”

The Fair Share proposal would start with
tax relief for low- and middle-income house-
holds. The effective property tax rate in any
community would be held to around 2.9% of
total market wvalue, providing about a 20%
rollback for two thirds of the state’s tax-
payers and at least 10% for the rest. Industry,
too, would benefit from a 10% sut, but com-
merclal property taxes would be frozen.

The loss in revenue to localities would be
offset by closing some major tax loopholes,
A 7.8% excise tax on professional services,
such as legal and accounting fees, and a small
gxcise tax on commercial bank assets, would

MASSACHUSETTS, see page 12
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