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BUSINESS & PUBLIC AFFAIRS 
FORTNIGHTLY 

Two pol 1s suggest hard going f o r  the new excise tax burdens proposed i n  the 
Packwood tax options now being considered by the Senate Finance C m i  ttee, .. 

Both l a t e  March samplings -- one by R.H. Bruskin Associates f o r  the business- 
funded Coal i t ion Against Regressive Taxation, the second by Fingerhut-Granados 
Research f o r  the labor-backed Citizens f o r  Tax Just ice -- show strong publ ic  opposi- 
t i o n  t o  Senate Finance Committee Chairman Bob Packwood's plan t o  use new d i r m d  
m r e c t  excise tax increases t o  help f inance 1986 tax  reform, The significance,, . 
without Packwood's new excise tax revenues, the C m i  t t e e ' s  tax reform e f f o r t s  j u s t  
may not  be able t o  add up. . 

- 
Per the Bruskin/CART survey, 43.5% of those sampled opposed Packwood's 

overa l l  new approach t o  excise taxes, 19.2% supported it, and 37,3Xfe l t  neutral  o r  
d idn ' t  know. The union-backed CTJ survey was even more negative, producing i t s  reac- 
t i o q w i t h  loaded q u e s t i o m  The two pr lnc i  pal questions/results are as fol lows: 

"Would you favor or oppose a proposal ''There's a .proposal by Senator Packwood o f  
t ha t  increased by 50 percent the federal Oregon increasin the taxes on products 
tax which American consumers have t o  pay tha t  peop e consuve i n  order t o  keep the 
f o r  a i r l i n e  t ickets,  gasoline, -, 

+ 
tax breaks f o r  large corporations. Do you 

beer, wine, and other a lcohol ic  beverages think t h a t  i s  generally a good or bad idea 
i n  order t o  pay f o r  loopholes for b i g -  -- tha t  i s  ra i s ing  taxes on products 
 corporation^?^^ people use i n  order t o  keep tax breaks f o r  

large  corporation^?^ 

Favor Oppose Agree D i  sagree 

14% 77% . 6% 81% 
. . 

I t  goes .without saying tha t  the CTJ p o l l  skews react ion t o  Packwood's plan 
wi th h ighly  pejorat ive questions. The problem, though, i s  tha t  any debate i s  l ike ' fy  
€0 be couched i n  some of the same pejorat ive terms. To be sure, sin-type excise taxes 
are popular i n  pol ls,  and consumption taxes score we l l  w i th  the pub1 i c  when they're 
focused on d e f i c i t  reduction or aimed a t  imports. But Packwood's current l e g i s l a t i v e  
context lacks e i t he r  o f  these two larger  j u s t i f i c a t i o n s  and thus plays i n t o  the hands 
o f  c r i t i c s  out t o  make the same connection made i n  the CTJ survey. Under the c i r -  
cumstances, i t ' s  hard t o  see the Finance Committee's A p r i l  21 hearings on the excise 
tax issue y ie ld ing  success., .legis1 a t ive  and publ ic  opinion i s  j u s t  too dubious, The 
upshot ... weakness o f  the Packwood excise tax 'provision i s  one o f  a ser ies o f  develop- 
ments cast ing increased dou.bt on 1986 tax reform. 
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65CW90. Kevin Rillip. cdar-. Middk Lloac. dbr. ~vul- $135. Rcpob~eo. o r e  widpul di is polubicad by law. 

APR 1 1 19% 



President Reagan has to $3.50 a fifth. cigarettes 
urged Congrc~s to develop would cost between nine and 
legislation to create broadly 20 cents more per pack The 
based, fair and revenue neu- 8 percent airline ticket tax 
tral tax reform for the h e r -  would increase to about 12 
ican people. The president percent, and phone service 
has called for a 'level  laying taxes would go from 3 percent 
field" for consumers and bus- to about 5 percent. 
iness alike. Other prices would be af- 

Now the Senate Finance fected indirectly. Higher ex- 
Committee is considering a cise taxes on the trucking and 
measure that would have the other shipping industries 
exact opposite effect and would increase the prices of 
would tip the playing field virtually everything that is 
even more sharply than it is transported on the U.S. high- 
today. waytifrom potatoes to color 

Simply put, the proposal by TVs. 
Sen. Robert Packwood Not only will Sen. Pack- 
(R-Ore.), the committoe chair- wood's proposal increase the 
man, would not allow bus- prices consumers pay for 
inesses to deduct from their everyday goods, it will fall dis- 
income taxes the excise taxes proportionately hard on low- . 
they pay to the government, income families because ex- 
Currently, the federal gov- cise taxes take a greater per- 
ernment imposes exeise taxes centage of their income. 
on things like gasoline, al- The P a h o o d  proposal also 
cohol, cigarettes, telephone ignores the effect of higher 
service, airline tickets and prices and distribution costs 
many others. The excise tax on business and jobs. When 
is usually included in the the price of a product in- 
product's price, and consum- creases dramatically, sales 

. ers pay the tax when they buy drop. When sales drop, bus- 
the product. The maker ofthe inesses lay off employees,, 
product acts as a tax collec- close plants, work shorter and 
tor-receiving the tax from fewer shifts and generally cut 
consumers and handing it back to make ends meet. The 
over to the federal treasury. Distilled Spirits Council of 

Sen. Packwood's proposal the United States, a trade as- 
would tax businesses on the sociation, estimates that 
excise taxes they are merely 23.000 jobs would be lost and 
collecting for the government. up to 10,000 small businesses 
The senator says this is just would close in that industry 
an increase in corporate in- alone if the Packwood plan 
come taxes, and that i t  won't becomes law. 
hurt consumers. But accord- 
ing to the Citizens for Tax 
Justice, a labor-sponsored re- 
search group, Packwood'a 
proposal will have the effect 
of increasing excise taxes by 
50 percent. And those in- 
creases will flow d g h t  to 
the consumer in the form of 
higher  rim. 

Under Packwood's pro- 
pod, the consumer loses. 
Business k And the govern- 
ment may not gain as much 
as it thinks. Higher taxes on 
products don't bring in much 
if the products are priced out 
of the reach of millions of con- 
sumers. 

G&e prices would riae Tar reform is serious buei- 
by four or five cents per gal- nus. And Sen. Packwood's 
Ion. The tax on distilled plan is seriously flawed It 
spirits would jump from 2250 should mt +me law. 



/,. . : . . -. .  6; Peoole's Choice 

Seventy-seven percent of 
Americans oppose higher ex- 
cise taxes on consumer prod- 
ucts to make up for tax rev- 
enues lost through corporate 
loopholes, according to a re- 
cent poll by the Citizens for 
Tax Justice. The labor-spon- 
sored research group's poll 
was taken h e r  Sen. Robert 
Packwood, R-Ore., proposed 
tax reform legislation that 
would increase prices of con- 
sumer products ~ u c h  a~ guc- ' 

line, liquor, telephone serv- 
ice, cigarettes and airline 
tickeb. 

T ~ E S  PRICES 
Consumer industry ana- 

lysts have predicted that 
prices nn consumer producb 
would increase sharply if 9 
b x  reform proposal by Sen. 
Robert Padcwood, R.Ore.. is  
enacted into law. Gasoline 
prices would rise by four or 
five cents per gallon, liquor 
would increase 31 per f a  
and cigarettss would coat be- 
tween nine and 20 cents more 
per pack The tax on airline 
tickets would increase 50 per- 
a n t  and the tax on telephone 
service could increase by 
about 66 percent. 

Driving up prices is aprovi- 
sion in the Packwood plan 
thatwould requireeompanies 
to pay income taxes on the ex- 
cise taxes they collect for the 
government on many pmd- 
ucts and services. While the 
tax reform proposal would 
lower individual income tax 
rabs ,  individual tax savings, 
particularly for low- and mid. 
dle-income families, would be 
largely offset by high prima, 
analysts say. 

SAVING JOBS, 
The Distilled Spirits Coun- 

cil of the United States csti. ., 
mate8 that 23,000 job# would 
be lost md.up to 10,000 small ! 
businesses would ha forced tq. 
d o w  in the liquor h d u c t y .  
alone if r m n t  tU reform 

'.propo;al by Sen. Rakrt Pack- 
wood Rare . ,  is enacted into' 
law. The proposal would not 
allow bnsinesscr to deduct : &om their raleo the ex& 

.: t u e a  on h a i r  pmductr which 
. they collect md pay ta the 

government. In ctrect, liquor 
companies w u l d  be req*l.rrd 
to pay income tuc on the ex- 
dse  taxe. they oallect for tho 

Tho net effect of the pro- 
posal would be an incnlec  in , 
the income tax rata on.liquor , '  

companies from fifty lour per- 
cent to one hundred filly t~ 
prcenk The companies hrvr 
raid that u d e ~  the increased 
coats am passed on to con- 
sumers in the form of higher , , 
prices, they would be f o m d  
to po out of businmu, 
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