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nr. Robert Packwood 
Chairman, S e ~ a  t e  Finance 

Cornrni t t e c  
Uni tcd S ta tes Sena te 
Senate Dfrksen 219 
Washington, D .C. 20510 

Dear M r .  Chairman: 

I am writing on behalf of the National ~e twi j rk  of Job Training 
Corpora t ioni 'a£ f i l i a  ted with Opportuni t i c s  Indust r ia l iza t ion 
Centers of America. 

We a r e  deeply concerned about the impact 'that the excise tax 
pravisions of your tax reform proposal wSll have on the con- 
s t i tuents  whom we serve i n  the inner c i t y  ghettos, the hispanic 
barrios,  and the Appalachian hollows r- the poorest of the poor. 

Uc see Section V I I  en t i t l ed  "Excise and Employment  axe;" and 
Sec'tion VIJ eliminating excise taxes and t a r i f f s  a3 an income 
tax deductible i tun as creating a chain reaction that  w i l l  h i t  
the poor and lower middle income c i t i zens  harder than anyone ' 
else. 

Therefore, Senator Packwood we respectfully urge your reconsi- 
dera t ioa of this par t icular  item and subs t i tu te  language that  
would project  the in teres ts  of disadvantaged Americans. Thank 
you fo r  your consideration. 

Sincerely, 



AN OPEN LETTER TO SENATOR ROBERT PACKWOOD 

William C. Mitchell 
University of Oregon 
Eugene, Oregon 



UNIVERSITY OF OREGON 

AN OPEN LETTER TO SENATOR ROEERT PACKWOOD 

OEAR SENATOR PACKMOOD: 

As a long-time student of pol i t ical  ecoriomy and an increasingly troubled 

constituent I write t o  protest two of your recent tax proposals. 

I can readily appreciate the important, indeed, crucial role  you pt ay i n  

resolving our more c r i t i c a l  and troublesome tax pol icy dilemmas. As Chairman 

of the Senate Finance Committee i t  i s  your uneviable task t o  produce it t a x  

b i l l  consistent w i t h  the President's goals, the mezsure passed by the House, 

and the reelection imperatives of your coll eagues. While. these songwhat 

contradictory demands create a task no one could envy they present an 

unexcelled opportunity for  genuinely creative staternanship. 

The allocation of unwanted tax burdens and the elimination o f  tax 

privileges cannot vie  w i t h  the appropriation of public monies for  public 

acclaim. When the bes t  tax i s  no ta:: and the second-best i s  one levi2d on 

others--preftrrably unoorn--now could being a tax author be a much 

scugnt-after position? 

Because aovernment requires vast revenues you, the Chairiiian, are yiaced 

in a delicate spot b u t ,  a:so in a most powerful position to dispense tax 

erlviieqes. When everyone does not pay, who is  to pay? And, how inuc5, wneo, 

hcw? Acs wizh wnat csnsequenczs fsr our ocsnorn:: and pcf i:y? :n'i','ie t k e  
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That government spends and taxes a t  the r a t e s  i t  does is  hardly your f a u l t ;  

s t i l l  i t  is your r espons ib i l i ty  t o  lead i n  f inding ways t o  slow down i f  not  

reverse these t r a g i c  developments. I should add tha t  I a1 so rue the  use of 

fhe t ax  code as an instrument of social  control .  

The b i l l  you have offered holds l i t t l e  promise f o r  meeting the  f i sca l  

challenges confronting the nation.  In pa r t i cu la r ,  I d i r e c t  your attentior1 to  

those provisions per ta in ing t o  excise taxes. Your Committee S t a f f  has not 

made i t s  centerpiece a straightforward increase in  federal  taxes on t h e  siiles 

of a i r1  ine  t i cke t s ,  gasoline,  telephone service ,  imported clothing,  1 iquor, 

tobacco; instead, they have devised another of those f a v o r i t e  s t r a t egens  of 

the tax-man, an i n d i r e c t  and concealed approach t h a t  serves  only to  a l i ena te  

c i t i z e n s  and cause a f u r t h e r  deter iora t ion i n  our respect  f o r  government. 

The strategem is, indeed, c l ever ,  too clever: el iminating the income tax  

deduct ib i l i ty  of exc i se  taxes on the part  of business f i rms has the  same, i f  

unintended, consequence as boos ti ng those taxes. Pub1 i c  finance spec ia l i  s t s  

asreg t h a t  excise taxes  a re  i n e f f i c i e n t  and, perhaps, worse, unfa i r .  Tine 

most l i k e l y  e f fec t  of your proposal will be a dramatic increase i n  the  pr iczs  

of a l l  affected goods and servicss .  The next most l i k e l y  e f fec t  wi l l  be to  

.incr=ase disproportionately taxes on lower inc~me c i t i z e n s .  i n  s h o r t ,  the 

P r ~ s i c e n t ' s  promised lower r a t e s  f o r  most Americans will be cancgl led i f  t h i s  

provision becomes law. 

To add i n s u l t  t o  in ju ry  your proposal would have businesses not  only 

csntinue as ccercec tax-col lec tors  b u t  aexe t.'lern pay an  inc~me tax  on fax 

.;,onies the:; col73ct jut ar? not  ?rmer?./ :heir own incccs, ??r :?a~s,  i cc E o i  
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f u l l y  understand the  matter b u t  i t  seems most unfa i r  t o  require stock-holders ' 

t o  pay taxes on money t h a t  is not a p a r t  of t h e i r  income. In response, 

businesses wi l l  simply have t o  increase t h e i r  pr ices  i n  order t o  avoid losing 

money as  a t a x  col lec tor .  The f a c t  t h a t  the government w i l l  obtain an 

estimated $62 b i l l i o n s  over the  next f i v e  years from t h i s  ' r e f o n '  gfves 

s-trong credence t o  the be1 i e f  t h a t  governments are ,  desp i t e  the unpopul a1-i t y  

of taxation,  revenue maximizers. As THE NEW YORK TIMES, says, t a x  increases 

might be f ine  'if -- the revenue is  used t o  c u t  the d e f i c i t  but indefensible to  ----- - - 
preserve 1 ooahol e s  . " 

I noted, above, t h a t  t h e  main excise  tax proposal suggests a ce r t a in  

Machiavell ian approach t o  f i s c a l  matters unbecoming of a democracy. The 

Comit tee  S ta f f  has, however, been f o r t h r i g h t  i n  proposing d i r e c t  incre.sses 

in  wine taxes a s  well as a1 t e r i n g  those on alcohol, tobacco and motor fuels. 

This fea ture  of  the b i l l  would enact  variable r a t e s ,  r a t e s  t h a t  would 

increase with the  price of  the  commodities. I t  seems t o  t h i s  non-smoker and 

sparing user of gasoline and wine t h a t  a more e f f e c t i v e  and e th ica l  way t o  

discourage consumption--i f t h a t  be the purpose--is education. In any caslt, I 

oppose wiping o u t  the gains  of lower income tax r a t e s  f o r  ordf nary income 

taxpayers by these back-door moves and d i r e c i  excise  tax increases .  That 

happened io me and countless others when our 1983 income tax rzcuction was 

more than matcned by sharp increases i n  our sociai  secur i ty  payments and 

local  property taxes. 

Thest mat:~rs are ico  important t o  be l e f t  t o  p o l i t i c s  as  u s u a l .  The 

>inerjcan 7ecois 5ave s h ~ z n  :5e ~ t c a c i ' y  t2 rzl!?rst t h e  neqaziue-ssx 
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. . 
tendencies of ordinary p o l i t i c s  when they supported the  e f f o r t s  o f  President - 

Reagan and others  including yourself t o  lower income taxes ,  reduce r a t e s  of 

spending, and deregulate the economy. You, s i r ,  a r e  i n  remarkable posit ion 

t o  continue the mission--to asse r t  imaginative leadership  i n  the .endless 

b a t t l e  f o r  a sensible  t a x  policy. 

William C. Mitchell 

Professor of Pol i kical Science 

University of Oregon 
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