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by Bobert 8, McIntyre

) ipley’s “Believe It Or Not” series in
the comic pages appears to be run-
Jring into hard times.. A few Sundays
ago, it ran an item about a fellow who wrote a
check for $875 on his check number 875. The
strip has also come up recently with such gems
as “Kris Kristofferson was a Rhodes Scholar!”
and “Cary Grant is so shy he sometimes per-
formed better with a hangover!”

If Ripley’s is in need of better sources of ma-
terial, its writers could do worse than to look at
gomie of the tdx bills introduced in the U8, Con-
grass. How about “Rep. Henson Moore {R-La.)
has proposed an energy tax credit for the pur-
chase of long underwear!” Or “Congressman
Jimmy Burke of Massachusetts once suggested a
special tax break for garden seeds!” Or better
still, “Congressional Republicans and oilstate
Democrats think the fax treatment of oil com-
panies is so fair and reasonable that they would
like to exterid the same favorable treatment to
all U.S. corporations!”

The real *believe it or not’’ is that this last
proposal is currently gaining momentum in Con-

_gress, and the first step toward achieving it may

B wm dpproved by Céngress text year unless
individual taxpayers start protestingnow.

The concept s embodied in a bill called the
“Capital Cost, Recovery Act of 1979,” sponsored
by Reps. Barber Conable ANZJWV and James
dones (D-Okla,) in the House and Llovd Bentsen
{I3-Tex.] in the Senate. The prdposal would serap
the current depreciation laws, which generally re-
gquire that business assets be written off only
as they wear out, in favor of much faster write-
off rules, Under the bill, investments in non-
residential buildings could be written off in 10
vears—with about 75% of the deductions in
the first five years—and most equipment pur-
chases could be written off over five years—with
B4% of the deductions in the first three years.
{Investments in cars and small trucks could be
written off over three ysars—with 89% of the
deductions in the first two years.) In contrast,
under current tax rules and standard financial
accounting procedures, 25--50 vear write-off
periods are fypically assigned to buildings and
5—385 year periods are used for various kinds of
aquipment,

- The Capital Cost Recovery Act is not quite as
m@omm deal as the oil industry currently gets:
The :Srwwm%wm drilling costs” deduction allows
about 70% of the cost of drilling oil wells to be
written off immediately. But supporters of
the “Capital Cost Recovery Act’’ make no bones
about thelr intenfion {o press for immediate
write-offs for all business investments *once the
link between actual lives and tax depreciation
iives is broken.”

And, since expensing capital investments is
the functional equivalent of eliminating the taxes
on all but windfall income from such invest-
ments, the direction of the Capital Cost Recov-
ery Act is toward scrapping the corporate income
tax entirely—at least as it applies to big, capital-
intensive companies,

Predictably, then, the major advocates for the
hill are the country’s largest firms, One of their
principal lobbying arms is the same organization
which successfully orchestrated last year’s slashes

GENERAL @B ELECTRIC

The best ideas are the HHH
ideas that help people..

0@%&3&2% CALLED

We're working to keep your trust.

Some of the corporate members of the American
Council for Capital Formation—banding together
for more business tax breaks.

in capital gains taxes—a tax-exempt business
league called the “American Council for Capital
Formation,” Members include Exxon, Mobil, and
five other major oil companies, enormous con-
glomerates such as TRW and Tenneco, and doz-
ens of other giant companies, such as AT&T,
General Electric, IBM, U.8, Steel, and Chase
Manhattan Bank. The association is dedicated,
according to its statement of objectives, to vir-
tually every means of lowering taxes on corpor-
ations and wealthy individuals, ranging from
corporate rate cuts to reduced estate and gift
taxes.

The Council members’ battle plan on the Cap-
ital Cost Recovery Act is similar to that used in
connection with the 1978 tax bill. Besides judi.
ciously using campaign contributions, they are
conducting a publicity blitz designed to shift at-
tention away from the tax equity issues by put-
ting forwsrd extraordinary claims about the
beneficial economic effects of faster write-offs.

s any advertising executive knows, the
public—not to mention Congress—love
.things that arve ‘new and improved.” So
gm trade association has enlisted the aid of its
members’ writing and publicity staffs to promote
the idea that the Capital Cost Recovery Act rep-

CAPITAL, see page 4

requiring annual reappraisals of every piece

Why business doesn’t like
current write-off rules |

It’s essy to understand why big business
wants to scrap what Rep. Barber Conable
calls the “old and archaic concept” which un-
derlies the current depreciation rules, The
basic structure of the current approach is gen-
erally designed to lead to a reasonably accu-
ate reflection of faxable income for busi-
nesses which make capital investments.

If someone puts $100 in the bank, for ex-
ample, and at the end of the year has earned
$5 in interest, it wouldn’t be plausibie to say
he or she has had a $95 loss. Similarly, if a
business buys a machine for $100 which gen-
erates $20 in gross income and at the end of
the vear the machine is worth $20, the com-
pany’s income would be 810, not minus $80.

In order to simplify accounting and avoid

of equipment, the tax code reguires busi-
nesses to estimate the “‘useful iife” of an as-
set and then write it off over that period,

For financial accounting purposes and in
their annual reports to stockholders, most #
businesses depreciate their equipment using
what is called the *‘straight line” method,
writing off assets in equal installments over
their expected life, For example,if a machine
is expected to last 20 years, 5% of its cost
{minus what its junk value at the end of the
period is expected to be) would be subtracied
from income each year: if it were expected
to last 12 years, about 8% a vear would be
written off,

For tax purposes, depreciation iz more
rapid. The ADE system enacted.in 1971 lets
businesses use tax ‘‘lives” 20% shorter than
the actual estimated lives, and other acceler-
ated depreciation provisions allow a larger
portion of the write-offs to be concentrated
in the early yeays,

The depreciation tax breaks already in the
tax code are costly—at least $4 billion per
year—but the depreciation system is still
linked sirongly to the concept of “useful
lives.”” The Capital Cost Recovery Act would
break this link, and add close to $20 billion
to the existing price tag on accelerated depre-
clation when fully phased in. Since corporate
taxes total only about $70 billion, the bill
would mean a corporate tax cut of over 25%.
- Once the link between real and tax depre-
ciation is broken, bhig business’s long-run goal
is immediate expensing of capital invest-
ments, This step would come closge to elimin-
ating the corporate ncome tax enfively. As
economists have long noted, expensing of
capital investments is the functional eqguiva-
lent of taxing the profits from such invest-
ments, unless the vield is substantially in
excess of what was reasohably expected,
Thus, the corporate income tax would de-
generate into what might be called.an “excess
profits tax,” hitting only companies which,
because of technological breakthroughs or
unforeseen events, have returns on invest-
ment well in excess of the corporate average.

PEOPLE & TAXES, October 1979
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wonders which their bill will allegedly produce.
In spite of the fact that the cutrent lavel of busi-
ness investment is close to its all-time high as a
percentage of GNP {(even not counting invest-
ments in pollution control equipment), support-
ers of faster write-offs argue that their measure
is needed to spur even more investtnent. They
point to the decline in labor productivity gains
in the 1970s, and maintain that only a surge in
capital spending to higher levels than ever before
can revitalize our economy, Without this intensi-
fied investment, they contend, our fufure stan.
dard of living will be foo low.

There's no gquestion that replacement of
wotkers with more efficient machines has histor-
ically been one of the major factors in boosting
labor productivity—along with improvements in
“soft”’ technology and advancements in worker
skills. But the other side of the coin is that
worker productivity suffers when machines be-
come less efficient, and that is exactly what hap-
pened as energy prices shot up inthe 19705, And
unfortunately, the recent OPREC price increases
and the decontrol of domestic oil prices are go-
ing to reduce the efficiency of machines even
further {at least in the short run), and labor pro-
ductivity will again suffer.

In the face of higher energy prices, it is, of
course, necessary for businesses to become more
energy-efficient. Quite rationally, they have al-
ready moved guite far in this diréction—using
machines that require less energy and placing
greater reliance on labor. This has mitigated the
effecis of higher energy prices, but the fact re-
maing: We are less rich because of the OPEC car-
tel than we otherwise would be,

The Capital Cost Recovery Act operates on
the premise that changes in the fax laws can re-
verse the effects of higher energy costs. In fact,
however, although most of the tax breaks it
would grant would go to rewaird companies for
| doing what they would have done anyway, any
i economic effects the bill did have would be

less waste.

For example, the bill would tilt business
spending decisions in favor of equipment pur-
chaseg-even where the labor, materials, and energy
necessary to construct and operate the machine
utilize more of soclety’s resources than would
hiring workers, Excessively costly durable ma-
chines would be favored over lesg sturdy, more
cost-effective cnes, because the hill’s flat B-vear
write-off period favors machines with long ac-
tual lves. And perhaps most significantly, real
estate would attract more capital, and equipréent
purchases less, because the bill grants its largest
brezks to investments in commercial buildings.
Kven the proponents of the bill admit the
| problem with faster write-offs for real estate.
i Business Week notes that it “could be the best tax
. shelter opportunity to come along in years..,, a
¢ tax bonanza for real estate speculators.” Since
V nobody claims there’s currently a shortage of
| tax incentives for putting up commercial build-
¢ ings, why were faster write-offs for buildings in-
i cluded in the bill? Why indeed, since real estate
| subsidies are fundamentally inconsistent with
. the sponsors’ putative goal of encouraging invest-
ments in equipment? The answer, backers of the
bill admit, was that the real estate break was nec-
essary to win the support of retailing and ser-
vice industries—companies like Sears, Roebuck.
“Politically, everybody had to get something,” a
tax lobbyist for a major corporation who helped
draft the bill admitted to Business Week.

The willingness of the proponents of the Cap-
ital Cost Recovery Act to include real estate
within the bill indicates how little they really care
about or believe in the alleged economic benefits
of their plan. Their main goal is simply to reduce
taxes on large corporations and high income in-
vestors, that is, on themselveg,

The Capital Cost Recovery Act represents the
{ latest of several attempis to form a conservative-
business alliance around a major structural change
in the system of corporate taxation. Previous ef-

narnifiul to our need for greater”éfficiericy and

forts to confront Congress with a unified front
have either failed to come together or have
quickly fallen apart.

One campaign was to end the so-called “double
taxation” of dividends, under schemes loosely
lumped in the category of “‘integration’ of the
corporate and personal iricome taxes, Begun in
the Ford administration as simiply a tax break
for funds distributed to shareholders, this effort
was essentially co-opted by liberal reformers,
who saw integration as potentially a tax reform
rather than just a tax reduction miove, When re-
formers—including the Carter Treasury—began
detailing how they would structure their integra-
tion plan, the business community quickly
withdrew its support, much to the chagrin of
Ways and Means Chairman Al Ullman (D-Cre.), a
devotee of the concept.

Another plan—replacement of part of the cor-
porate income tax with a value-added tax (the
equivalent of a national sales tax)—has been fa-
vored for several years by Rep, Ullman, and more
recently gained the endorsement of Senate Fi-
nance Chairman Russell Long (D-La.). It has run
into trouble, however, with those, such as Rep.
Conable, who fear its inflationary effects and its
potential to be an addition to, rather than a sub-
gtitute for, the corporate tax, Although Ullman is
ingisting on holding hearings on VAT this fall, and
has promised o use the reveriues from his tax to
fund everything from social security cuts to faster
depreciation write-offs, few observers give the
measure much chance of congressional approval.

With these unsuccessful efforts in mind, Rep.
Conable recently reminded a group of corporate
lobbyists of the “gignificant amount of time
[which] has been spent bringing together a Bal-
kanized business community in support of” his
bill. And he warned them that “any capital for-

Whither productivity?

If the Capital Cost Recovery Act is ap-
proved by Congress, one reason will be that
the lobbyists for the bill have convinced
the legislators that their proposal holds
out some hope for reversing the discouraging
declivie in labor productivity gaing over the
past six years. This will be in spite of the
fact that most economists have little faith
that the bili even addresses the real problem.

Since 1973, labor productivity gains have
fallen to a fraction of the 2.4% per year they
averaged in the previous quarter century.
Some of the causes are obvious. OPEC’s
quadrupling of oil prices in 1973-74 is one.
Another is a flaw in the measurement of
productivity. In this decade, the U.8. finally
started to pay attention to protecting the
public’s health, the environment, and worker
safety. The cost of the laws and regulations
implemsenting these overwhelmingly popular
goals shows up on business balance sheets,
but the bensfits to scciety don't, The result
—because of the GNP myopia of the Com-
merce Departiment’s economic statistics—has
Been to make things look worse than they
really are,

But energy and the environment fail to
explain the whole plunge in productivity,
and a recent study by the associate director
of the Commerce Department’s Bureau of
Economic Analysis, Edward F. Denison,
concludes that other factors sometimes
cited don’t add much te furthering the ex.
planation. Denison looked at two dozen
potential causes—ranging from government
paperwork requirements to the effects of
taxes on working and investing—and con-
cluded that all of them put together did not
~come close to answering the riddle. While
some other economists think that Denison
underestimated the effects of higher energy
costs, they agree that the cause of a large
part of the stump is still unknown,

. elevators to indoor plumbing to have been writ-

Time Magazine, seasoned propagandizer, and a
member of the American Council for Capital
Formstion's “Economic Education Committee”™

mation device on which the business community
divides will fail in the existing Congress.”

" hether the coalition can hang together
“this time is unclear. One big potential
advantage for business ig that new

Treasury Secretary William Miller was pushing an

approach similar to the Capital Cost Recovery Act

back when he was at the Federal Reserve, In fact,

Miller’s suggestion would have gone even further,

allowing investments in government-required

equipment to be written off in one year—a fea-
ture even the supporters of Conable-Jones
couldn’t justify, since it would have allowed
everything from pollution control equipment to

ten off imrhediately.

It’s likely that Miller’s enthusiasm for faster
write-offs will wane after he has a chance to talk
to Treasury tax policy experts. But if Treasury’s
natural opposition to the Capital Cost Recovery
Act is muted, the business lobbyists will have
only the slings and arrows of a few public interest |
organizations ke the Tax Reform Research
Group with which to contend.

Internal dissension within the Conable-Jones
coalition could become the main stumbling block
for the bill. Big business supporters of the plan
scored a major early coup by getting the endorse-
ment of the National Federation of Independent
Businesses, and obtaining self-styled “small busi-
ness advocate” Gaylord Nelson (D-Wis.) as a
Senatorial sponsor, But the rest of the small busi-
riess conmurnunity is reportedly annoyed by the
NFIB’s action, and the Wall Street Journal has
reported that the Federation is starting to hedge
on its endorsement. Small business is not pleasad
that virtually all the benefits of the faster write-
offs would go to large companies { perhaps 80%
to the top 1/10 of 1% of all corporations), since
they feel this disparity could increase big busi-
ness’s competitive advantage. And, even worse,
the cost of the Capital Cost Recovery Act could
jeopardize the kind of tax cut small business
would prefer, s reduction in payroll taxes.

Furthermore, the apparent willingness of many
proponents of the bill to jettison the real estate
gsections—for which no one has yet conceived even
a sophistic justification—mady antagonize the re-
tail and service industries for whom the building
rules were included. Senator Nelson has already
expressed reservations about the 10-year life for
structures, and Conable admits that some changes
might have to be made,

Still, for the moment the momentum is all on
the side of big business. Unless citizens make
their voites heard end members of Congress are
willing to stand up to the money-backed pressure
of the giant companies, 1980 may be the begin-
ning of the end for the corporate income tax. [_]

PEOPLE & TAXES, October 1979
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s,” states and localities are giving handouts to the nation

taxable bonds of 10%, a taxpaver in the 50%
bracket would be willing to buy a tax-free bornid
paying only B%, since this will vield the same
after-tex pain as if he or she received 10% and
paid a 50% tax. A person in the 70% tax bracket
woild accept a tax-free vield of only 8%, In or-
der to attract a wide range of lenders, however,
intersst rates on industrial development bonds
are get to dppeal to taxpayers in the 30% bracket
and up. This means the bonds currently yield
about 7%, tax free. Investors whose marginal tax
rates exceed 30%—and the average bond pur-
chaser is in the 42% bracket—receive a windfall,

FINANCING, see page 8

9

S
] & L]
Which companies benefit from tax free
® @ ; a @
financing? Why, the very biggest.
Tax-free financing issued to nation’s largest corporations, by state (in § millions})
issued to issued to
corporations corporations
w/ 5,000+ % w/ $1 billion+ %
total issued employees of total sales of total
Alabama $1450 $1154 80% $752 59%
Alaska 12638 o 1283 100 1263 160
Arizona - 277 109 38 8 46
Arkansas 511 329 64 256 50
California 338 321 98 280 83
Colorado 207 1356 65 31 18
Connecticut T2 21 29 12 17
Delaware 7 33 43 a3 43
Florida h 677 485 72 319 47
Georgia BB 524 24 441 79
Hawaif O ] ¢ 4] ]
{dato 0 Q g 4] g
Minois : . BBT _ 296 ‘ 53 972 . 48
Indigna T - E 584 328 56 251 43
fowa 442 247 56 229 58
Kansas 288 ' 65 25 a9 15
Kentucky _ 819 528 64 349 43
Louisians : 980 711 73 672 £9
Maine 104 102 98 81 78
Maryland 262 230 88 125 48
Massachusetis 36 aa 52 99 81
Michigan 658 569 86 405 75
Minnesota 216 27 13 23 11
Mississippi 247 g8 40 83 a4
Missouri 388 240 62 163 42
Montana , 172 a5 55 _ b1 &3
Nebraska : 66 48 73 43 G5
Nevada 49 9 18 4 “ 8
New Hampshire 47 14 20 O o
Noew Jersey - 201 185 97 174 85
New Mexico 241 a7 15 a7 15
New York 307 207 87 147 48
Morth Carolina 1 1 100 0 4
North Dakota 113 1 1 1 1
Ohio 910 612 87 483 58
Oklshoma 297 188 63 175 59
Oregon .98 80 82 80 B3
Pennsylvania 1024 624 61 489 48
Rhode Island 21 13 62 1 5
South Carolina 270 185 89 125 48
South Dakoia 46 5 11 g 11
Tennessee 405 304 76 250 51
Texas 1056 793 75 729 £9
Uiah 165 87 58 0 0
Vermont 2 1 50 0 0
Virginia 441 301 68 261 59
Washington a7 37 100 37 100
West Virginia 529 178 34 V 118 23
" Wisconsin 290 175 50 141 48
Wyoming . 252 57 23 57 - 23
Puesrto Rico 4] ’ G o G 0
Tirgin Islands 0 0 0 0 0
Total $18,019 12,083 87% 9,63b 53%
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The states are catching it from the federal government

by Frank Domurad and Mayvin Shapiro

ast November when Congress passed
what many observers consider the

i cent years—lowering the already preferential tax
rate on capital gains {gains from sales of stocks,
bonds, or other assets, ovdinary taxpayers were
told that the measure would encourage new in-
vestment, raise stock prices, reduce the cost of
capital, and create jobs.

It hasn’t happened. Standard and Poor’s
stocks have grown by ounly one percent in the
lagt two quarters. Because of inflation and
aconomic uncertainty, there has also been no
surge In new investments and new jobs. In the
meantime, 956% of the windfalls created by last
year's legislation are being vealized by the top
20% of the nation’s taxpayers, while the rest of
us are left to pick up the tab. According to the
New York Times, “The only clear winners.from
the tax cut appear to be the people who are
actually taking capital gains and paying less tax.”

In fact, the federal tax windf{alls for recipients
of capital gains have been so encrmous that they
are now attempting to extend thelr victory
to the states. Mouthing familiar phrases about
economic prosperity and jobs, business leaders
and wealthy investors have invaded state capitals
en masse. And just to make certain that their
message is heard, they threaten 1o leave in the
same way, waming state officials and state legis-
lators that a faillure to adopt the new federal
preferential rate will induce & dramatic cutflow
of capital to more favorable climies.

In eighteen states and the District of Colum-
bia {see box), wealthy taxXpeyers have already
won, without lifting a finger. These states have
“federalized” their income taxes by accepting
the RS definition of adjusted gross income and
automatically implementing any changes Con-
grass makes in that definition, The advantage of
gtates federalizing their systems iz obvious
since the returns filing process is much less
painful for the taxpayer. Buf the disadvantage
ig that whatever regressive measures that passin
the U. B. Congress are automatically adopted by
the states. Thus, when Congress raised the
capital gains exclusion from 50% to 60% last fall

rdet - antireform. tax - legislation. in- re--

the tax break was simply passed through to the
federalized states, without legislative discussion
or vote, :

In states that don’t federalize their tax system,
the adoption of the new preferential rate is
being. hotly contested,. In California; for exati-
ple, a recenily defeated piece of legislation
called for an increase in the exclusion of capital
gains income from 50% to 60%, thereby match-
ing the federal level. Capital gains Ioopholes
already cost the state $303 million annually and
the proposed bill would have raised the tab
another $60 million. But the real clincher in the
debate was the regressive effect that further
preferences would have had on an already
weakened progressive income tax. As the
California Tax Reform Association testified,
“Sixty-eight percent of the benefits from this
bill will go to the wealthiest 7% of the people,
while only 9% of the benefits go to the bottom
66% of the taxpayers.”

The fiercest struggles over capital gains, how-
ever, are not occurring in states that already
provide some prefevential treatment, but in
those where capital gains arve taxed fully as
income. Here the legislative battle being waged
in Wisconsin is of special note.

Wisconsin was the first state in the union to
introduce. an income tax, even preceding the
federal government by two vears. Ever since,
the tax hag been a thorn in the side of wealthy
taxpayers, Until early this yvear when the maxi-
mum personal income tax rate was lowered from
11.4% to 10%, the state levied the heaviest
effective tax on capital gaing in the nation. Un-
fortunately, this step meérely whetted the
appetite of rich investors for more. In recent
weeks, legislation to federalize the state’s treat-
ment of capital gains has sprouted like crabgrass.

The business community has assumed the lead
in the fight. In testimony before a senate sub-
committee on tax reform, one business spokes-
man argied that it was unfair to tax capital gains
fully as income because in today’s. economy
such profits were ‘“‘caused solely by inflation.”
Such a tax amounted to a levy on capital and
cut “deep into the hard-sarned savings of Wis-
consin residents,” Pity, for instance, the unfor-
tunate wealthy persons who would have to
“leave the state pridr to disposing of substantial

States which treat capital gains as income:

Alabama, Alaska, Arkansas, Colorado,
Hlinois, Indiana, Louisiana, Massachusetts,
Missigsippi, Missouri, New Jersey, North
Carolina, North Dakota, Ohis, Oregon, Peni-
sylvania, and Wigconsin,

States which federalize their tax systems:

District of Columbia, Delaware, Georgia,
fowa, Kansas, Kentucky, Maine, Maryland,
Michigan, Morntana, Nebraska, New Mexico,
Oklahoma, Rhode Island, South Dakota,
Utah, Vermont, Virginia, and West Virginia,

States which give their own preferential
treatiient to capital gains:

Arizona 50% preferential rate
California 50% preferential rate
Connecticut 60% preferential rate
Hawaii 50% preferential rate
idaho 60% preferential rate
Minnesota 50% preferential rate
New York 40% preferential rate

States with no broad-based income tax:

Florida, Nevada, New Hampshire, Tennes-
see, Texas, Washington, Wyoming.

Source:  Commercial Clearinghouse, State
Tax Departments.

investments to escape the tax.” Their misery
would rebound on everyone else, for they would
take with them to more comfortable surround.
ings potential income and inheritance taxes.

In response to these charges, tax reformers
have refused to give ground or be stampeded.
Their rebuttal has been simple and direct: Wis-
consin has a satisfactory progressive income tax
which it should not weaken for the sake of the
well-to-do. The wealthiest 2% of the state’s
population possess 50% of all capital gains
accrued. Observed one state representative,
“Windfalls for the rich do.not result in relief for
the rest of us.” i

PEOPLE & TAXES, October 1979
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The August 1979 issue of P&T featured an article on tuxing th coal industry. Below are

some useful resources romzxm the topic,

Who's Mining the Farm
by Janet M. Smith, David Ostendorf, and
Mike Schechtman

When people think about coal mining they
don®t often think of llinois. But IHinois cur-
rently ranks fourth among the nation’s coal
producing states,. Who owns that coal wealth

| dnid what-effect coal éxploitation will have on

farming in the state forms the major subjects
of this detailed study.

Available from:

The Hlinois South Project, Inc.
101 1/2 North Park
Herrin, Illinois 62948

$4, individuals

£8, institutions and organizations

$28, corporations and their representatives
{include $1 for handling)

A Landless People in a Rural Region: A
Reader on Land Ownership and Property
Taxation in Appalachia

edited by Steve Fisher

The myth of Appalachia as 4 mountainous

region in the eastern United States which
somehow stumbled into poverty is effectively
exploded in this collection of essays. In one
article after another it is demonstrated that
poverty in the region is not a quirk of nature
or an accident, but the result of unjust land-
holding patterns, the failure of state and local
governments to tax mineral wealth, and the
destructive and insensitive role of ﬂzw federal
government,

Available from:

Highlander Center

Rt 8, Box 370

New Market, Tennessee 37820

$7.50 (extensive bibliography available for $1
extra}

Taxing Coal, and A Program for a 33 1/3%
Cosl Severance Tax in North Dakota
by Byroun L. Dorgan

These two pamphlets are must reading for
those concerned with reforming coal taxation.
As Tax Commissioner of North Dakota,

Dorgan effectively debunks business’ argu-
ments against a reasonable severance tax that
will cover all the costs, including health and
environmental, involved in mining coal for
profit.

Available from:

North Dakota State Tax Department
State Capitol

Bismarck, North Dakota 58505

Free of charge

National Sacrifice Area
by the Appalachian Alliance

How is it that one of the richest ecoal
mining regions in the world is the scene of
such human suffering and poverty? This pub-
lication from the Appalachian Alliance shows
how the region is drained of its resources by
outside corporate interests and receive little
in return in the way of taxes.

Available from:

Appalachian Allignce

c/o Beth Spence

815 Harvey Sireet

Williamson, West Virginio 25661

$1 | O

BRIEFS, from page 10

coupled with demands {or massive fax cuts,
could leave the state close to bankruptcy by
the next decade,

Alaska’s financial good fortune derives
from oil, Now that the North Slope is in full
production, the state treasury in Juneau is
awash In money. Just recently the state raised
royaity payments from producing companies,
and current estimates predict that over ten
vears some $6 billion annually will be collected
as a vesult, Already oil revenue has pushed the
state’s once anemic budget into the black, By
next July the budgetary surplus will amount
to $600 million, with some observers setting
the actual figure in the neighborhood of $1
billion,

Needless to say, such public riches have

spawned numerous schemes on how to use
them. The business community in particular is
pushing for improvements in Alaska’s “back-
ward”’ road system as well as the construction
of new docks and harbors for an expanding
fishing industry. It is also promoting tour-
ism and the resorts that go along with it.

But for an even quicker fix, business has
proposed simply eliminating the state’s. in-
come tax, 2 move that would cost $150 mil-
lion a yearin lost revenues, Much, if not most,
of this money would be immediately taken
out of the state by corporations and wealthy
individuals sticking around only as long asthe
oil holds out, Commented an obviously piqued
Governor Jay Hammond about the business
proposal, “Do we really want to see the fel-
low who made $90,000 in pipeline construc-
tion on the North Slope and drew Alaskan
unemployment in Hawaii ledve no tax money

in his wake for the privilege of coming up here
and depriving some Alaskan of a job?”

By way of a counterproposal, Hamrhond
hag called for & state income tax credit that.
would increase with each year of a person’s
residence in the state, He insisted that such a
tax credit would spread around the oil money
and be fairer to the elderly, the voung, the
poor, and to native Alaskans than simply re-
pealing the income tax,

Meanwhile, liberal legislators are attempiing
to use current oil revenues to insure Alaska’s
economic future without manipulating the tax
system. The state already places an automatic
25% of well-head income in a permanent fund,
and they would like to see this percentage in.-
creased. In this way, they contend, the state’s
tax base would not be eroded, while avoiding
the prospect of economic disaster once the oil
wells stopped pumping. ™
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