
MEMORANDUM 4/19/86 Sat 14 r 35: 54 

TO : DI STRIBVTI ON 

FROM: . FRED PANZER 

SUBJECT: CITIZENS FOR TAX JUSTICE PRESS COVERAGE 

Enclosed is your set of 18 full-size copies of 

clippings from newspapers in Senate Finance Committee states. 

They were generated by CTJ's press statement or follow up op-ed 

article, both of which provided the- first and sharpest criticism 

of the excise deductibility proposal. Some of the coverage 

reflects how columnists, economists'or trade association 

executives quoted CTJ to support their opposition. 

These press olippings may be helpful information for 

further distribution to Members of Congress, congressional staff, 

state and local elected officials, allied,groups, and, of course, 

our TI field staff and lobbyists. 

Later this weak, I expect to have a more complete set 

of clippings, more attractively reproduced too. 

Enclosure 
cc: Samurl D. Chilcotc, Sr. 

William Kloepf er 
' Robert Lewis 
Roger Mozingo 
Peter Spsrbcr / 

9.25 
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-.The president has made his tax reform proposal, the 
House has passed its version, and now it's the Senate's 
turn - starting from a working draft unveiled a few 
days ago by Senate Finance Committee ChairmamBob 
Packwood. If it's fairness and simplicity the Senate is 
aiter, it has a long row to hoe. .-I 

Packwood, a Republican, was trying to please both 
the president, who's adamant about lowering the tax 
rates of the rich, and the Finance Committee's mem- 

. h e r s ,  -. who refuse to close their favorite business tax 
loopholes topay for those lower rates. The combination 
was lethal. . 

Moreover, Packwood had to cope with those aspects of 
the president's plan that are  simply bad, or broadly un- 
popular, as social policy - like the president's proposal, 
to  eliminate the deductibility of state and local taxes 
and of employee health benefits. The House sensibly 
retained those deductions - and made up the differ- 
ence by cutting less from top tax rates than the presi- 
dent had wanted and by closing more corporat 
holes than he had p ~ p o s e d .  But neither m u t e m i  
meet Packwood's pol~trcal needs. 

Under the circumstances, what Packwood came up 
with was clever. But compared to the House's package, 
it's hardly fair o r  simple. Packwood proposes to  meet 
a l l  those demands for revenue-losing income-tax breaks 
by raising consumption taxes commensurately. He 
wants to make all  excise taxes and tariffs - on wine, 
alcohol, tobacco, m?GFfuels, trucks, buses, trailers, a i r  
fares and telephone service and on various imported 

. goods, nolably textiles and apparel ;- .non-deductible 
for fiorporations. The net 'effect on consumers, econo- 
mists estimate, would be the same a s  a direct increase 
in these excise taxes and tariffs of as much a s  50 per- 
c e n t  And that hidderi tax increase would not be  levred, 
like an income tax, according to one's ability to pay; ~t 
would fall hardest, like all consumption taxes, on those 
least able to pay. 

There a re  circumstances in  which excise tax in- 
creases'might make sense anyway. A fuel tax increase, 
while oil prices a re  dropping, would keep the country 
on the energy-conservat~on course on whrch its future 
energy security depends. Alcohol and tobacco tax in- 
creases, to the extent they cut consumptron, courd be 
useful public health measures. Even a more general tax 
increase would be  acceptable, if i t  were part of a na- 
tional belt-tightening in which everyone has to sacrifice 
equitably to help bring the federal deficit under con- 
trol. 

But to propose a general increase in an indiscrimi- . 
nate assortment of consumption taxes that hit harder 
the poorer one is  - and all for the purpose of preserv- 

. ing corporate tax loopholes and bringing the top in- . . . 
. . . . .  come tax rate paid by the rich down by another few 

percentage points - is the height of unfairness. To sell . . 
this as tax reform, and with the  promise of lowering 
everyone's tax bills, is the height of dyplicity. , . 

The House was far more staightforward - and more .. . . . 
successful - in  coming up with a tax reform package 
that actually would be fairer than current law and sou?- 
der, in terms of iti  social policy efkcects, than the presl- ! : : ,_ : .. .  I dent's proposal. The Senate has its work cut out for it. . : :. .:,:::. .. .1 .> 

.. ., .% '". '.. 5; ..... ..:. ' .. . . . .  . . ., .. , 
' :::. .; ' ', . . . . . . . .  . . .  . . .  . .: - . . . . . . . . . . . .  . . .  . . . . a .  . . . .  . '.. ; :,. . . '. '" < . 

. . .  .......... i ., 
. . . .  ... , . . . .- . . : . . . . . . .  . . .  . . 

. . 
. . . . .  . . :  . . . 



oEnorr, MI 
FREE PRESS 

D. 647,130-S 803,714 
UETROIT METROPOLITAN AREA 

1 

', . 
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WASHINGTON - ~ e m b c n  of tbe . 
Smale Finance Committee w e n  pick- 
in; away listlucly at the details of & 
proviaon in the tu overhaul bill pro- 
Itctin; luge home builders recently 
nhtnpddrnly Stn. StevcnSymmr, R- 
Idaho, slappd hlr fist on Ule hcrrln; 
lrblt,( 

"We're Wting a huge gamble with 
Ihis,"Symmrsdd, pointing tothethick 
notking document pnpucd by com- 
mittee chrlnnan Sen. Bob Packwood, 
R-Ord "Wr've lort simplicity. We're 
just transferring money from m m c  
body to somtbody else md there Is no 
lntrgdty to the process. Thir Is m 
absolute sham." 

PolnUn~ to Packwwd, he dd: 
'"You'ye had a dturtlon put on you 
lhat's,imporrible to do!' 

Symms' outburst iilustrrtes the di- 
mensions of the trouble ~ h u d  for 
Packwood ar he tries to wlnconrensus 
lor I ldocumtnt that mecb President 
Rer a's dream of tax reform without 

f n t ~ s @  - and h u  some chance 
of prfuge by the Scnrte. 

. Packwood'schallengeistopreserve 
tax bruks  for numerous interests fa. 
vored by committee memberi wMle 
keeping the top tax rate at 35peicenf a 
juggling act that is fraying tempers 
during the drafting of a bill. It involves 
trade-offs few want to makc. 

'4R like glving r ftarving mrp r 
steak," Mid Symms, referring to Pack- 
wood's inclusion of breaks for the 
building industry while subjecting lt to 
a minimum corporate tax. "Just as he 
starts to take a bite, it's taken away 
from him!' 

WHEN COMMITTEE members sit 
down again to wrestle with the bill on 
Tuesday, arguments are certrin'to 
erupt on several fronts: 

Should municipal bonds, vital vehi-' 
c l u  to pay for everything from schools. 
to stadiums, lose their tax-exempt sta- 
tus? Packwood's initial effort to make 
them do so virtually sent the bond 
market intocardiacmst.In their first 
and only vote on the bill, committee 
members ruled out the idea of taxing 
exlsting municipal bonds. But no deci- 
sion has been reached on ,whether 

. * 

Some say sen. Bob P ~ c ~ w A o ~ ,  left, 
is deliberately heading into the eye 
of the storm to demonstrate the 
futility of the entire effort to 
reform the tax code. 

bdnds issued after Jan. I could be The credit has bdn a generouspbsidy 
subject to the minimum tax. .. lor business in which the government 

What about depreciation schedules 
for businesses? Several committee 
members want to give real estate de- 
velopers and auto companies a chance 
to write off their investments in land 
and machinery faster. Sen. Lloyd Bent- 
sen, D-Tex., complained to his cob 
leagues that auto rental Companies in 
particular need the break. "I've heard 
of one man who cleaned quail in his 
rental carI"said Bentsen. "If deprecia- 
tion is kept.at five years, I'll be driving 

picks up 10 percent of new equipment 
and machinery costs. It would be re- 
pealed aspart of thetrade-off for lower 
rates - b.ut Packwood wants the gov. 
ernment to dole out more than $30 
billion in unused credits to the hurting 

'steel and agricuitural industries. 
The issue at the top of the list, the 

one-expected to geneiatethemostheat, 
is Packwood's plan to raise $75 billion 
through increasing the tax on wineand 
ending businesses'deduction for excise 
A .. 

some awiul old rental cars!' - raxes. 
"Without that revenue, or a net 

Some members object that Pack- equivalent revenue," said Packwood, 
wood's plan to buy off corporate in- "then the thingsf,tried to doin thedraft 
VeStlIlent tax credits is too eXpenSive. cannot be done. . . 

... 
<I.  

UNC~~WCED,  more thrn 50 oi 
P a c k w w s  Senate colluguer wrote 
him lrrt month wying hir pmprr l  
means coiporrtions will p u s  on the 
cost of the tax= to consumers, ineffect 
forcing ctnx increase on low- and 
middle-i+me people. 
~m$& would thenpy morefor 

gaspline, food, telephone service m d  
alrl~ne tickets. They r l w  would pay 
more f o r i  range of life's small enjoy- 
ments, everything from brrebr!l 
games to-r glass of beer. . 

"This issue is the one of b e a t e '  
interest," said Sen. Bill Bradley, D.N.J. 
"We've got 10 or 11 senators on the 
committee who have serious r e s e y .  
lions aboyt excise taxes." , . 

"It's bizark, preposterous," said 
Robert McIntyre, a representative of 
Citizens for Tax Justice, a union- &- ac ed lobbying group, at a press 
conference cise tax plan. called to denounce the ex. 

"For a few dayq most people sput- 
tered about how silly it war. But It'# 
quite clearly an incruse in Wes, 8 
very lug! one," he slld.,"Thrt's not 

SOME SAY PACKW&D IS d e ~ b  
irately herdin into the  eye of 
s t o n  todemo strate t h  a futility Of tho 
entire effort t refom t h e  tax code.*, 

: "H& a sm man who thlnks th8 
whole exerci 1s u n n e c e s s r w  md 
fruitless," said one foad industry lob. 
byist.  he CI mor b e i n g  raised now 
could b e  provi i g his po in t ?  

rcsqpnded Die., 
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..'' ' positive response : 

l ~ m N G T o N  - A favorite ..-I 
technique or lobbyists tntheiapital - b to commission opinlon polls on -- -' polltical Issues and phrase the ques- 

i' :: tions in such a way that the =pons- 
! :$ es will buttress their positloa . . .  . . . - Clttzens for Tax Justlce, a group - 
, hat is' worktng against tax breaks 

'.f ?oy-business, lest week issued the 
:.: . w l t s  of a new poll. 
53. ': " . A typlcal question: "Do.you agree I 

; ' br disagree that large corporations . 
; '- should start paying their falr share ' 

; : of pes before then are any in- 
+: ;...qsscs In any taxes that ordinary, 

. . .! . - working and mlddleincorne Ameri- 
:*?-.cans pay?" Not surprlslngly, 86 per- I 

... . . . . .  . - . . . . . . . . .  I ................ . . . . . . . . . .  ;.: cent of the respondents agreed. :'.. . . .  . . . . . .  ..... . . .  . . . .  . . . . . .  , ..-- .... . . . . . . . .  . . . . . .  .... i.... . . .  .. - ..,. . . _.'. -- . 6ut "' sometim& the technique ' 

. . . .  ...... .. . . .  ...: .:-. . . . . . . . . . . .  . . . .- . : - .  . . 
.('; ' bacXlres. To baffle IegtslaUve ef- 

......;..... .. .. ..... ....... .... 4.: : : .-.: ....:. : . . . . . . . . . .  .... : ...: -.. -..- .,:: ........ :'...: :.:,. : . .  ......... .... - . ': : forts to lncnase business taxes, Na- ... . . .  ............. .............. .......... ............ . . . -  ......:..... . . .  .:.. :... ........... .... ..... :. .:... :. ::-: . . 
. -' Uon's Businus, the monthly . . .  . . . . . .  .............. . '  .. . . . . . . . . .  . . .... .. , . . :.- . . ........... ....,- ;.v.' ' . -. . . ._ ! 

. . 
, magazine of the U.S. Chamber of 

. . . .  . . .  . . ........ - .  
' - _  . .  - .  . . Commerce, asked its readers this , .  . 

........... .. ' . . . . question: "Should Congress enact a . . tax blll that could hobble economic 
. ..-.. -:. groprth?" ........... . . .  ? 

; Fllty-dx percent of the readen 
b who responded sald "no." But re- :: markably, given the readenhip of ..... . : - .  . : thepublication, 31 percent seemed . ._. .... ....... ..I .... 

. -' to think hobbllng growth mlght not 
. . . . .  . . . . .  ... 

' be so bad and answered "yes." Thir- 
. . .  ... . . . . . . . . . : . . . . . . .  . - . .  . . .  . . . . .  . . ...I : ".:..:' .. . . . . . . . . . . . .  ...... ...-.... .: :.: .-.. ;'. . . . . . . . . . .  :;:,I .......a !., :.-:.. :.... .:..... ...-.-- : :  t a n  percent were undedded. 

......... :. -.:.:.:.. . . .  ..-... . .  . . .  ...:-.>:... ; ._ - >: :.. .,.; ............... .:.-. .... . .-. . . . . . . . . .  ->:.. :.. .,.-.. .... .. . . . . . . . . .  . ._ . . . : .  ._.. . . _ . . .  . . .  .: ::.-2--. ...... :. . .  .:>:-..: . . . . . . .  : ............. . . . . . . . . . . .  . .... .. ..;: :: -.:-. :.:.: ;.. ............. ... . . . ....:. : --:. . . . .  ....... - -  C1. . . .  . . . . . . . . . . . . . . .  *_. .' . . 
. . . .  . --  . . ....... .~................. : , ...................>>.<...... - . . : :  ........:.......... .-C. . .  1- . . . : .  . > .....-.... ...... . .  . . .  ............. . . . . . . . . . . . . . . . .  . .:.-... ...... 2.. ......... ,: ...... . . .  ...... . - .. . . . . . . . . .  . . . . . ;  ..... :.i :-:.. ..:-'..: ....-... . . . . . . . . .  . . . . . .  . - . - ...... ....:... . . . .  ... .*.. . . . . . .  .- . . . . . .  . . . : .  . . . .  . . . - '. :_ . _ - _ .  . . ...: . . .  . _ ._ . .:. . . . 

.,< ', " . . 
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Repayments 
:' 

Amounts that would be repayed to 
5. steel-companies for unused tax 

credtts under proposed 
i Jeglslatlon: 

$300 l.-.---..----.~.----....-~.-w-.,-.LL~~-.- i ;3 
I 1 In millions 

Times Washington Bureau 
I I 

WASHINGTON - Tile steel industry could reap a 11 
billion windfall i~nder a new tax overhalil plan. 

The plan, if enacted, would require the federal 
ernment to write U.S. Stcel Corp. a check for 

medt tax credit and require the federal gov 
give businesses refunds for 70 percent of 

Ilmt Betlllehem would receive a re 
its bta l  tax credits, or $168 million, if the 
is approved. 

U.S. Steel, meanwhile, had S.lW million in nccumulal 
investment tax credits and LTV had $300 millicn. lnlo 
and National Steel reported $120 million and $37 m~ll i  
in December 1985. 
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. :  

:.lCorporate tax breaks intended to spur exports have in fact undermined U.S. " 

emrt com~etltiveness. a llberal tax study group said Wednesday. 

wlille com~anies whi& avoid oav in~  fideral h e 8  tend to have the least success . -  - 
in export riarkets. '' .:. . 

I , The tax reform study m u o  found Ulat 11 of the 31 top exporters paid no federal .. I : taxes or got money baeEfrom the government k a u &  of corporate tnx . . 
: "loopholes" and Incentives deslgned to Increase competltlveness aboard. . . . 

They were lndentlfied as Boeing Corp, Dow Chemical, General Electric, 
I DuPont, Lockheed, Northrop, Union Carbide, Weyerhaeuser, Internatlonal Paper, 
I Allied Corp. and International Mlneralg and Chemical. The 11, who had a 

:.. . . ., . 

I : 

combined negative tax rate oL3.6 percent, reduced thelr total exports between 1981 
and 1984 by IS percent, the study showed. In contrast, the top 10 exporters In the . 
group Increased exports by an average of 22 percent durlng the period despl@ a 
26.7 percent.average f @ ~ a l  tar blte, CI'J.repoe. (UPI) , .i ,. ;.,I t. . :. . r 

' .: .. 4 J 
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.-.: : . . .  -D. 24,511- .: <, . . . . . .  '1. . NORTHEAST PA. METRWOLlTAN AREA .': . . . . : 
.is.. MAR 2 5 1986 . . . . .  $. 
.+. . .  

,. , . A  
. . .  '. . '"; . .; 
. . . .  . . .  . , . ! . . Consumers will 

* Editor. Standard-Speaker, said last week that the Senator's 
" The latest fiasco out of Wash- excise tax proposal "is nothing 

. in n now comes to us in the but a huge consumption tax that 
: f ~ $  of yet another tau proposal - will fall heavily on middle and low - a bizarre tax on a tax which income families - excise taxes," 

ultimately will be.passed on to the they said, "unlike income taxes, 
consumer. will be passed on to consumers in 

This time, Senator Packwood higher prices." 
(R-OR) has introduced a new tax And the line on these price in- 
package that he says will be a creases is not drawn on alcohol 
boon to both consumers and small beverages alone. The Packwood 
business alike. proposal will negatively affect 

Included in the Senator's litany gasoline and diesel fuels. the cost 
of so-called reforms is a proposal of trucks and trailers, airline 
to eliminate business deductibility passenger tickets and shipping 
of excise taxes. costs, crude oil and gasoline, 

The liquor industry is par- feedstocks, coal, fishing and hun- 
ticularly sensitive to the federal ting gear, telephone service, 
excise tax issue. Last October the tobacco products and others. 
federal excise tax rose 19 percent The impact on the distilled 
for our product. If the Packwood spirits industry will be devas- 
proposal were to become law, this tating. We estimate that in Penn- 
proposal on top of last year's tax sylvania 920 jobs will be lost and 
hike would mean an effective 680 small businesses will be 
FET hike of 73 percent. foreced to close. 

Senator Packwood's press On the surface, it would appear 
statements have billed his pro- that the Senator from Oregon is 
posal as  a tax on business. trying to close some "loopholes." 
Nothing could be further from the As for the Federal excise. he's 

ustice, a really calling for implementation 
ppOIT?!B of a totally regressive tax system 

by both labor and consumer that will cost jobs. hurt low and 
groups, picked up on this when it  middle level income people the 

A& .... 

paysithe costs 
most, slam the doors for many 
sniall businesses and cost con- 
sumers millions more for many 
ki~ids of products they use every 
day of the week. 

S e n a t o r  Packwood's  t a x  
package is anti-consumer, anti- 
business and totally inconsistent 
with the Administration's polilcy 
of no tax increases. We're all for 
progressive tax measures, but the 
excise idea. which amounts to 
nothing more than a tax, needs to 
,be stricken from the record be- 
fore it creates more problems 
ithan it already has. 

We think .your readers should 
'know, as even Senate Finance 
Commit tee  m e m b e r  D a v e  .- 

Durenberger (R-NM) as stated, 
"the increased costs resulting 
from this idea will be p ssed on to 
wholesalers and, ulti ately, to 
consumers." 

t 
F. .Meister, 

Presi I ent - CEO 
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: :.. ,. . Consumers will ~lil t imatel~pa~:.the co~\&- ' 

' Editor. Standard-Speaker. 
Thc latest fiasco out of Wash- 

, iq pn now comes to us in the 
, &I of yet another tax proposal 

- a bizarre tax on a tax which 
ultimately will be,passed on to Ule 
consumer. 

This time. Senator Packwood 
(R-OR) has introduced a new tax 
package that he says will be a 
boon to both consumers and small 
business alike. 

Included in the Senator's litanv 
of so-called reforms is a proposd 
to eliminate business deductibility 
of excise taxes. 

The liquor industry is par- 
ticularly sensitive to the federal 
excise tax issue. Last October the 
federal excise tax rose 19 percent 
for our product. If the Packwood 
proposal were to become law, this 
proposal on top of last year's tax 
hikc would mean an effective 
FET hike of 73 percent. 

Senator Packwood's press 
statements have billed his pro- 
posal as a tax on business. 
Nothing could be further from the 

by both labor and consumer 
groups, picked up on this when it 

said last week that the Senator's 
excise tax proposal "is nothing 
but a huge consumption tax that 
will fall heavily on middle and low 
income families - excise taxes," 
they said, "unlike income taxes, 
will be passed on to consumers in 
higher prices." 

And the line on these price in- 
creases is not drawn on alcohol 
beverages alone. The Packwood 
proposal will negatively affect 
gasoline and diesel fuels, the cost 
of trucks and trailers, airline 
passenger tickets and shipping 
costs, crude oil and gasoline, 
feedstocks. coal, fishing and hun- 
ting gear, telephone service, 
tobacco products and others. 

The impact on the distilled 
spirits industry will be devas- 
tating. We estimate that in Penn- 
sylvania 920 jobs will be lost and 
680 small businesses will be 
foreced to close. 

On the surface, it would appear 
that the Senator from Oregon is 
trying to close some "loopholes." 
As for the Federal excise, he's 
really calling for implementation 
of a totally regressive tax system 
that will cost jobs. hurt low and 
middle level income people the 

most, slam the doors for many. Durenberger (R-NM) 
sniall businesses and cost con- "the increased costs 
sumers millions more for many from this idea will be pa 
kinds of products they use every wholesalers and, 
day of the week. consumers." 

kas stated, 
resulting 

ssed on to 
ultimately, to 

S e n a t o r  .Packwood's  t a x  ' 

package is anti-consumer, anti- 
business and totally inconsistent ; 
with the Administration's poli,cy ' 
of no tax increases. We're all for 
progressive tax measures, but the 
excise idea, which amounts to 
nothing more than a tax, needs to 
,be stricken from the record be- 
fore it creates more problems 
]than it already has. 

W e  think .your readers should 
' 

'know, as even Senate F'inance 
Commit tee  m e m b e r  D a v e  

* -  

--. 



- Away From Takeovers, to  'Value ~ c c o u n t b n ~ '  
By L.EE BERTON 

With the tide of takeovers, leveraged 
buyouts and asset sales or divestitures con. 
tinuing. U.S. corporations appear blinded 
by the alleged benefits of mergers and 
really don't have a proper grasp of how to 
,run a company to improve its value. 

The fault. say many critics, may lie 
with an accounting model that focuses on 
ways to enhance historical values In 
today's marketplace and ignores the most 
Important charge of management: to im- 
prove the value and potential of the com- 
pany's assets. 

"Passing assets back and forth doesn't 
appear to be creating better values for 
shareholders. customers or employees." 

' says Scott Cowen. dean of the Weather- 
head Schwl of Management at  Case West- 
em Reserve University in Cleveland. In- 
stead, says Dean Cowen. companiesshould 
devote more effort to turning out better 
products at a lower cost and tostlmulatlng 

' higher output by their employees. 
False Values? 

The National Association of Account- 
ants, a trade gmup of 45.000 management 
accountants, has joined the ranks of those 
wondering whether false values are being 
created by the profession. It has just is- 
sued new guidelines to measure company 
performance that .place less emphasis on 
financial measures Hke earnings per share 
and return on investment. 

"Companies should put more stress on 
nonfinancial measures such as market 
share, innovation, quality of service, pro. 
ductivity. and employee development." 
says Louis Bisgay, the N W s  director of 
accounting practice. If they did, adds Mr. 
Blsgay. "companies would be less Hkely to 
depend on merger partners to bail them 
cut of bad business decisions." 

+ "Accounting should highlight the poten- 
Ual value of assets to shareholders," says 
Lthony Tinker, a professor of accounting 
at Baruch College in New York. "Because 
it now stresses historical value, raiders are 
drawn to depreciated assets like moths to 
a flame." . . -. . -. 
A Study by the Citizens for Tax Justice. 

r r - -  - 

I 
a public-policy gmup opposed to bushes "waste of industry reiources from soci- 
tax breaks, shows that 11 companies that ety's standpoint." He allds: "We were 
were listed among the top 25 acquirers last training future businessmen how to keep 
year spent a total of about $40 billion for debt off their balance sheets and structure 
the takeovers. That was more than they Piing-Of-interest mergem that provided 
devoted to new buildings and equipment Fndow dressing for financial statements. 
from 1982 through 1981. according to the ' But we weren't telling them how to make 
study. By reducing capital spending, the ter products, which will In the final 
study says, the companies were able to alysis produce real pmflts and genuine 
squirrel cash away for future takeovers c' pany growth." 
and to sharply raise the pay of their top Ilker Bayban. an associate dean at 
executives. . 1 QrnegicMellon, notes that over the past 

Felix Pornerantz, director of the Center few years, the school has introduced new 
for Accounting. Auditlng and Tax Studies ccNrses for MBAs in pmduction, operations 
at Florida International University in ML. management and arU(icia1 intelligence to 
ami, recalls the early 1970s when the ace balance for the heavily finance-oriented 
counting profession became enamored of COUKeS of the past. "The craze over the 
"soclal accounting." He adds: "We wanted past few years was to show the students 
to Iwk beyond financial measurements to how to make fast money, and now we're 
the benefits to society of business decisions:. putting more stress on output, strategic 
and judgments." planning and decision-support systems for 

But interest waned as accountants dis- manufacturing." he says. 
covered that they could gain few allies in The decision to shin curriculum em- 
the buskess world by talking about a s@ phasis w a  made by the schwl after its 

' 

Carnegie-Mellon dean: "The craze over the past few 
years was to show students how to make fast money," 

cial balance sheet that measured "commu- 
nity actlon." "employee loyally" and Ule 
"pubiic good." 
- Today the concepts in soclai accounting 

are belng reconsidered, and concerns 
about social welfare are giving way to 
more hard-nosed worries that accounting 
may not really be measuring real value. 

"If anything, the concerns about social 
accounting have been replaced by a new 
discipline called 'value accounting; which 
ls focusing not so much on dressing up the 
financial statement but on .sttmulating 
management to create real value." says 
Yuji ljiri, a professor of accounting and 
economics at  Carnegie-Melion University's 
Graduate Schwl of Industrial Administra- 
tion in Pittsburgh. 

EVaf. Ijiri says that colleges are begin- 
ning to realize that an overemphasis on fi- 
nance in education [or a master's of busi- 
ness administration has contributed to the 

faculty began faulling the curriculum lor 
producln~ facile financial managerr who 
couldn't start a business Irom scratch. 
rmeae-Mellon now requires an MBA 
candldate to take two course units In man. 
ufacturing management. "Mve years ago, 
few students were attracted to courses in 
pmductlon management, hut now more 
than 20'10 of our enrollment are inter- 
ested." observes Dean Baybars. 

Robert Kaplan, a professor of account- 
ing at the Harvard Business Schwl in Bos 
ton, questions "whether mergers do create 
or enhance value beyond reshuffling own- 
ership claims." Exlstiig accounting sys- 
tems, he says, conceal the underlying cast 
structure of operations and prevent many 
managers from recognizing that their com- 
panies need new production method,c 
nther than new owners. 

"Companies should analyze the fstest- 
growing cost categories, overhead and cap- 

G G i n  new cudoiers." ' ' ., 

Highlight ~efl)lencies 

bermit insides t make money, no matter 
whether the pric of company stock goes 
up or down. If th stock price rises, mnn. 
agement benefits from stock options. If 11 
falls, then manag ment has an Inside track 
to structure a le 3 eraged buyout of under- 
valued Before assets. corpo h e noies. mergers swallow up a 

lot more target assets, maybe the time 
is ripe for a clos r Iwk at value account. 
ing, the more ncc ptnbie version of social 
accounting. Rath r than locusing only rm 
whether mergers, asset purchnscs or icv 
eraged buyouts o erburden Ihe new man. 
agement. may we should examlnc 
whether asset res ruclurlngs add value to 
the surviving bus ess enlltlcs. 

Business would be better able to prune 
the trees if It lea ed more nboul the for. 
est. 

Mr. Berton rot' rs ncrornllng/rom fl~c 
Journal's Nett I Yo .l: h~~rent t .  . -- 
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By Jerome ldaszak sumer groups. To  back up his nrgu- Business loop holes rapped ; , ~;;~p~~t~; ; ;~; ; ;~; ; ; ;  Sun-Times 0ureau . -., . 

WASHINGTON-The ' average : - * nesses whose employees, he said, . done in mid-March that showed 
American would be asked to pay icy ' would be hurt by the House bill. . overwhel~ning opposition to on in- 
higher taxes to support wgite-offs T h e  senator'$ proposal also crease in taxes on consumers. 
for steel, oil, timber and other busi- would allow cornponies with invest- Aa the consumer group criticized 
nesses in a tax bill taking shape in melit tpx credits on their books, to  the Tnckwood bill, the Natiol~nl 

' t h e  Senate, a lobbying group use them next yenr to collect cash Federation of Independent Busi- 
from the U.S. Treasury, rather . ness soid the bill would "offer in- , charged yestcrdny. 

The bill is being drafted by the duction of excise taxes for business- than taking the credits in future centives that could epawn numbers, 
Senate Finance Committee and its es, which would raise $62 billion .years. This idea would amount to  of new firms in the near future." 
chairmnn, Bob Packwood (R-Ore.). over five yenrs. It  is presumed that $32 billion for such hard-hit indus- - The federation, which represents 

"Sen. Pockwood has iiven tho . businesses would paw, along the tries as steelmakers. 500,000 members, praised Pnck- 
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*r - . .~ASHINGTON - Members 
: 6 fhe  Senate Finance Committee 

. ' . . w e e  picking away listlessly at the 
d e w s  of a provision in the tar 

. . o g r h a u l  bill protecting 
. . . . . . . . .  hqpkbuilded recently when sud- 

. . .  . ,dmly Sen. Steven Symms, R- 
Id lho ,  slapped his fist on the 
$+ring table. 
I,t$'We're taking a huge gamble 
wi$h this," Symms declared, 
:p?nting to  the thick working 
,:document prepared by committee 
,ch%rman Sen. Bob Packwood, R- 
.0&. "We've lost simplicity. We're 
;j-u8t transferring money from 

gles to get consensus for a docu- 
d n t  that meets President Rea- 
' g a ' s  cherished dream of tax  

Details Sure to h argument 
* 1 .  . 

rate investment tax credits is too H Should municipal bonds, vital em Ths credt been a 
v e h i i  to pay for w i n g  from generous subsidy for business schook to stadiums, lose mei tax- 

the ONemment.w up exempt status? Sen. Pack, percent of new equ~pment and 
' w d s  initial effm to do this vir-,. machinery costs. It would be 

tually sent the bond market into ' repealed as part of the tradeoff 
cardiac arrest. Senate Finance for lower rates - but 
Committee members ''led R-Ore wants the ~ovemment to .out the idea of taxing existing idd, At more than $30 bnson in - municipal ban& But M d d i  unused Mdtp hB has been reached on whether ,damltural industries bonds issued 2fi.fter Jan 1. be 
sub* to the minimum tax. : ~ ~ b t i s s i e a t t h e r n p o f t b e  

l i s t , ~ ~ e x p e c t e d t o ~ ~  
' What about deprecktion th, , h, w s  p h  . -& fa - to mise $75 b i i n  thrrmgb two . -ttee manh want to - increasing the tax on develom and auto -e and no longer dowing 'dompmks a drancc~o write off bu s . t o  dedUd-- 

their investments in land and dwithwIt that -u2 a , quivalent  revenue," indsts Pack- 
'Some members ' wood, "then the thugs I nied to 

. P a w s  phn to buy off domtbtdraftca~otbcdone" 

. . 
'r@rm without tax increasea - \ 
'.* has some chance of passage income people. . 1. ~ackwood's chief aide on the 

. . . . .-.......... :: . . . .  ' . '  'bxthe .- . Senate. The Finance Com- Americans would then pay finance committee dis*8ses the 
e e e  took up his propod again more for gmoline, food, telephone complaints. ' . .  

. n e s d a y  after the Easter recess. service and airline tickets. They "There's no proof the taxes . . . . . .  . . .  .. . . . . .  : Packwood's. basic challenge is would also be digging deeper intci' 'will be paaeed on," he said. "Even ............... . . .  . <tp;preserve tax breaks for numer- their pockets to pay for a range of if they are, that's what happens . . . . . . . . . . . . .  
. . . . . . .._...... ..?I&+ interests favored by commit- life's small enjoyments, every: with excise taxes. People didn't 

... I t e t  members while keeping the thing from baseball games to a object when the cigarette tar was 
'tbr, t ,  rate a t  35 percent, a jug- glasa of beer. increased!' 
glmg act that Ls fraying tempers "This imue is the one of great- Some sey Packwood, known 
d ~ g  the tedious hours of draft- eat interest," said Sen. Bill Brad- be lukewarm 'on the need for tax 

' ing a bill. I t  involves trade-offs ley, D-N.J. "We've got 10 or 11 revision, is deliberately heading 
' . few wantto make. senatore on the 'committee who into the eye of the storm to dem- 

6 ?'It's like giving.a starving man have serious reservations about . onstrate the futility of the entire 
a halc," grumbled Symms, refer- excise taxes." . : effort to reform the tax code. 
iing to Packwood's inclusion of "It's bizarre, preposterous," "He's a smart man who thinks 

. - . . . .- breaks for the building industry the whole exercise is unneceesary 
. . . .  .. .......... .. -.-. . :. r: ,:" wbile subjecting i t  to a minim- - and truitless," said one lobbyist. 

......... . . .  ...... . . . . . . .  
"' .num corporate tax. "Just a s  he "The clamor being raised now 

. - .  , ..- . ._ - . . .  . . .  -.. . -  . . . .  . . . . . .  atprts to take a bite, it's taken group, a t  a midweek press con- could be proving his point." . . . .  . . . . . . .  
. . . : . .  . - -;. ;. :: :.:.:.-:. :-:-x'.:: :. . away fmm him:'' ....... . . . . . . .  .... .... - .-. 5 . . . .  ference called t o  denounce the "That's not logical," responded: ........ 

. - . -. . 
. . . . . . rGMore than 50 of Packwood's e x c k  tax plm. the  Packwood aide. "it's just 

. . . . .  . . S i n a t e  colleagues wrote him ' "For a few days, most people stupid.". 
*ently complaining that wme of sputtered about how silly i t  was. "All of life is a trade-off," 
hb proposals mean corporations But it's quite cleuiy m Packwood mid. "This committee 
@ pass on the cost of the taxes in taxes, a very large one, he has to make a decision. I t  hhas to 

consumen, in effect forcing a said. "That's not what t u  reform find soma way to produce a reve- 
ttx hike on low- and middle- was suppoaed to be al l  about." nue-neutrd bill." . . 
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'., Change-in Excise Taxes Would Cut State 
Revenues, Taxpayer Group Official Says 
By Dave Ahurn 
WASHINGTON. Aprll2 -Excise proved. the Senate tax reform plan 

tax chan es proposed by Sen. Bob could Include the tax breaks for 
PackwA, R-Ore.. would force up those Industries and stlll ralse 
the cost of goods to consumers, re- . about the same amount of revenue 
strictlng c6nsumptlon and rcduc- 
Ing revenues that states and local- 
It12 recelve from taxes on sales of 
goods. a taxpayer group omclal sald 
today. 

"It's,, a blg problem for the 
states, sald Robert S. Mclntyre. 
the Q&ccqs for Tax Justlce federal 
tax wUcv dlnctor. 

 he pickwood plan calls tor re- 
pealing the federal Income tax de- 
ducUon that corporatlons now can 
take on exclse taxes and tariffs. 
Many economists and members of 
Co ess expect that corporatlons 
wo% pass the coat of loslngthe tax 
break on to consumers, In the form. 
of hlgher prlces. 

That would tend to nduce over& 
mnaumptlon of goods and shrink 
state and local general sales tax 
collections, Mr. Mclntyre sald. 

Sen. Packwood, the Senate Fl- 
nance Commlttee chairman. also 
hae propoeed that the tax on wlne, 
be ralsed. from 17 cents an ounce 
to about 70 cents. 

In addltlon, he proposu that tax- 
es on such Items as  alcohol, motor 
fuels. and tobacco products be 
changed from a flat rate w r  unlt to 
a per&ntage of the prlce;so federal 
cxclse tax collected rxr unlt would 

as  the House plan and current law. 
Mr. Mcln@re noted that If the 

Packwood exclse tax plan Is  defeat- 
ed. as  many protesting senators on 
the commlttee wlsh. those senators 
wlll have to put forward a substl- 
tute revenue-ralslng measure to 
wv for contlnued tax breaks for the 
ilmber and other Industries. 

Those substltute revenue-ralsing 
plans are llkely to be Just a s  obJec- 
tlonable to statw as the exclse tax 
plan. he lndlcated, sayin It Is llkely 
that substltute propoaafs wlll In- 
clude suggestions for a federal re- 
tail sales tax or for a.value added 
tax. 

A federal retall sales tax wouldbe 
levlcd at  the Wlnt of sale to con- 
aumem and would thus be vlslble to 
them. A VAT would be levled on the 
value added a t  each stage of pro- 
duction of any good. But the con- 
sumer would sUll be paylng the 
VAT. because It would be included 
in the ntall prlcc of the good. 

States have protested strongly 
that such federal levies would In- 
trude on a taxlng area that hlstorl- 
callv has been reserved to states 
and~localitles: the retall sales tax. 

Mr. McIntvn sald that federal re- 
rlse every Ume prices rose. tall sales afid VAT levles were re- 

.  hose increases in fq!eral e~c l se  jected by the Treasury Department. 
tax- -would hurt state'consump when It wrote the original version 
tldn'taxes" that speclflcally target of the tax reform plan unvelled In 
those goods, Mr. McIntyre 1984, and by the House In Its vcr- 
predicted. slon of tax d o r m  passed last 

Sen. Packwood's propo& have December. 
' run Into strong opposltlon wlthln Henoted.though.thattheHousc- 

hls own mmmlttee. where a major- . passed tax reform plan would pro- 
Ity of senaton have.slgned a letter:,~ivldet'a wtndfallfor the states,'.'.ber 
exprrsslng corrcem-mat "low- and cause states that levy Income taxes 
mld@c-hcome taxpayers Wll bear usually key thdr return forms to 
thk, brunt of-thcx ~ ~ c c a s l v e  tax ,; l n f o ~ t l o n  thatlsprovlded by tax- 
NkiS." pziycm on federal tax returns. 

The Packwocd urcl* tu. @n Because the Home tax reform 
vwM d o c  $75 bLlllon over the plan would bmaden the federaI ln- 
next !lve y a m .  whkh wwld be coma bases on which 1ndivIdlUl.a 
uscdtoolf~Ctm+n~ebssesrCdt- andcorpocrtbnsmustprytuw. 
1% fmm h l ~  pLn to pro* tax re+ d m y  c~btlblg tu deduc- 
braks Tor cerWn ~ndustrlcs. t(onsandutcmptbnrvouldbord- 

He wants to retain tax b m  for en skate m. he noted. 
the Umber. 011, lad ys I n d u d r k s  That would man states would 
that the Harrc vdcd to kkte from &ve p u t v  menucs. without 
the cwent f cdcd  lnun~~ tu bAm tP I m p -  
c o d c Y t h e a c ( s t t a x p L n & ~  lnghlghertumte.hcwdudad.( 

A 



ITax reformer believes businesses shoul 
I' i~ m v s  -5 

$oralfoq the UI burden on mlddle- 
Income taxpayers will contlnue to 
Zncnuc rr Congnrc seeks ways to 
;klmes the fadud budgd a rpokts- 
'lau4 for a pubUc intcnrt tu lobby A d  
h d n d y .  

lounc  of Fortune !iOO companlsr pdd 
Pnle or DO taxti lwt y w  thank to r 
lethora of tu code mtndmenk r m p  b g from a c o t l t W  w t  depredation 

b rtaurch m d  development credits. 

pmoiu but prrtlcululy middle- 

The group's recently completed 
' L d y  found that between 1 0 ~ 1  m d  
1884, 44 corporations "completely 
Wmlnabd thdr federal tu Uabil\tla 

"In frct, tbtrc cornprnlu enjoyed 
g2.1 blUion In total tu rebates, on top 

of their p re tu  profltr $53.6 bWon," 
r u d  the qoup's report, 

Besides M a g ,  I 1 mprPIs on 
that list prying no coqhrate t u e s  in 
1964 included Weyuhrehser Corp. m d  

3*2 In P o d d  as put of 
m elght.strte tour focusing on the 
home dirMcts of memben of the Sea. 
ate Rnance Cornmine+ said tbat a 
change in tax laws Is needed. 

Hlr group proposes elimination of 
most of the tu crdb for big bushes, 
and a few that favor indlkidlul tupay- 
e n  - upecially the wealthy. 

"In very specUlc i d c w ,  individ- 
ual tu credits do help'(the general 
economy)," Wiecklng &Id. "But it's 
M pubUc policy. If you have to do it 
(urmuk help for rpedflc businessah 
i t  ahould be done on the expenditure 
'ddr" i! . 

u he compliuted w e b i f  corporate 
tax credits md deductions cast the fed- 
eral government about $140 billion in 
lost tax revenue during 1985, WleckIng 
uid. HeLbeled those most offensive to 
his group as bdog accelerated asset 
depreciation allowmces, ,investment 

Wants change in tax laws 

tu cndits and the wmpleted cnntnct 
method of acwunting for taration of 
government contracts to weapons 
builders. 

1 
Accelerated depreciation ailowr 

ue t .owncn,  plrticuluiy r e d  estate 
property holderr, to depreciate for tu . 
r a m s  the full value of their property 
a t  a ntc much in excess of real nta of 
dtorrdation. T u  credits an s method 
of'~viiding paying t u e s  on profits,. 
W~ecklng argued. The completed wn- 
tnc t  method of accounting on defense 
projects has m u a t  that some big wm- 
pcnita NC~I as General Dynamla and 
Boeing have avoided paying taxes for 
Y W .  

Corponte taxpayers argue these tax 
credits and exemptions nre needed u 
!ncentives for capital investment to 
bulld plants needed in the natiooal 
defense, encouragement of home coo- 
struetion urd ownership, renovation of 
downtown a r e  a r m  ind to  help some 
industries remain wmpetitlvt agdnst 
foreign anterns t lut  may be govern- : 
ment sulsIdizcd. 

Wiecklng was critical of U reform 
strategies seemingly favored by the 
Senate. He ulled m e t u  p l ~  by 
Sen. Bob Packwood: R-Ore., the 
flmce commlltee's cbainrim, "a'way 
to sneak In a business tu i n c n w  that 
was really an individlrrl tax incrust" 

dl pay fairer shdre :a I .  

wiecZlnp'r org&tion'wu found- 
ed seven y w s  ago, mattly through 
support by California-bued publlc 
employee unions. The p u p  hn6 brord- 
ened its bue since then to include sup 
port from a variety of citizm tax inter- 
est groups m d  some small businus 
grOUpS. , . i 

"I think we recognize tbat there 
are rul problems within the tu rye 
tern:' Wlecklng said. 'The idea was to 
find ltflrmative ways to l k  the lyr- 
tern," without resorting to dramatic 
tax reduction plans llke Clllfornla'a 
state Proporitlon 13, a meuure that 
greatly reduced property tu w e a -  
ments and was the hubinger of the m- ' 
called citizen's tax revolt of tbc late 
1970s. 

the Iedcnl budget. 

. . 
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not ~n&a& rr much. 
''That m u n t  nothlng. We're payhg 

5 mlllloa new shlreholden," raid 
Charla R Ullert r spoltamrn for 
Orark. "We feel the tax lllceudvcs are 
an rbrolute must, crpcclJly to ur- 
prnd In Be alrllne Industry, ahlcb Is 
very comptUtlve rnd vify capital 
lntenslvc." 
Ourlc plld S400,WO Lo Wes on 

protlts o! S51.7 nllllon In the 4-year 
PCFlOd TU JWtt~e Mid Orark La- 
crcued upltrl investment by 312 
wrctnt w t r  thll period. Ehlert A d  
it had inelwed 7 d p m n t  

Even tbe companlcr that Tank - '  

above average In f e d e l  W pay. 
men& mpport Ule 1081 Cu br-. A 
rpokcrrmn lor Ralrton Purl& which 
w u  rmons Ute top four tupryen In 
Ulr study, n l d  the lax le&lr.Uon was 
"phllaropb!ully correct" beam It 
promots corporate invatmest 

The xpok.rmrn n ld  Rrlston w a  

Unable (0 %c( muck b ~ c i c t  from the 
tax breaks because the company was 
In me midst of rsbuctudog and sell: 
lag off buslnmes. whlch sccounkd 
fo: the employment drop. Tax JusUcs' 
reported that R&ton1s Investment 
was down 15 percent and Its employ.. 
men1 down 21 percent, whlle divl: 
dcnd payouts were up 5 percent 

Richard Overton, corporate tax dl. 
rector st  Momanto Co., cdlled the 
Tax Justice=y "lnvalid but eye- 
catchine" Overton asked what would 
have hajpened had the cuts not been 
Daoed - 8 auestlon ohen asked In - - .  
befense of the'cuts. 

"We thought the '81 Act was iearly 
the right dlrectioa It made the tax 
code n e u M  between ConsumpUon 
and ~ b v i ~ ~  by allowlog corpore- 
UON to retain a greater portion of 
thdr vrofllf Overton said 

~ n b e  er Bwch C O ~  lac ,  which 
pala-iZ&cent of IU profits in tax- 
b during-the Cyear peiiod; credited , . - - . . . - . 

Ute tax bmaks with.helplng ;om- 
pany expand. At Aaheuser-Busch, 
employment was up 116 percent. id." 
vestment was up 23 percent and dlvi-; 
dend payouts were up 128 percent : 

"During the past five years, Aneu-,. 
ser-Busch has invested more thao. 
$2.3 billion to modernize production 
capacity, expand existing facilities . 
and build new breweries," said a '  
spokesman "There is nD questfoa 
that the tax incentivs of the act were 
a major influence on our aggreslve 
capital expenditure program." 

Buscb, however, Is siding with Tax 
Justice against the tax bill Introduced 
by Sen. Robert PacLarood. R-Oregon. 
Packwood's bill would In- m- 
clse tara on a variety ot commod. 
1Us. includioa beer and wine. Ao 
cordlng to T& Justice, Packwood's 
biU Would labe about $75 bUion over 
the n u t  five years, most of whlch 
would be used to retaln the 1981 c 
porate Incentives. 
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Pacl~w~Gd'-tax reform plan would burden middle #lass 
. . . . 

By David Withelm , , . . 
Executive Director ,, ; , 
Ciltztns for Tax Juslfcs~ ' ' 

The "l~m holr rtbby" Is resting 
mltrr r&thot Senillor Bob 
P~rkun~r l .  rhilirman of the Scnitr 
Flnnnrc (:i~n~ml~tcr, h11s finally rr. 
v ~ i t l ~ l  hlr version ol "tax rtafnrm." 

Ilndrr P:lrkrotd'w plm, federal 
-alcl~ t:)Yr% nn 1) wide ormy of 
con~tnnnlv.~~~rtl prluclh' would t ~ e  
hlkrd bv morc thiln Sn pcrcrnt,. 
Amcrfc,~n ' ritnsumm would be 
f~lrcn) lo plrk up the tab in the form 
nf hifillrr prices tor garoiine. 
rlfi;rrrltc*u. ulrlinc tlckcts. beer, 
wrnc, untl milnv olher Items. 

In krl, Parkwrtod hops lo raise 
$75 biill~~n rtwr ~ h t  next five peers 
bv ha~rtlng lhcsc ledenl sales tax. 
CE. 

I, 

Who1 would this money be used 
for? . - 

~ r d u c i n i  ihe deficit, you say? No 
such luck, 2': 

The Pnckwwd tax plan is revcn- 
ue-neutral, adhering lo the dictates 
of lhe While House. Instead, the 
money raised. from higher taxes on 
consumers would be used to finance 
the retention of some of the biggest 
corporotc loopholes on the bwks 
tday. 

., Defense conlraclors are jubilant 
bccause Packwood proposes to keep 
the special Occounting iules that 
permll them to ovoid paying taxes 
yeor after yeor. General Dynamics. . 
a Missouri.bascd company, hasn't 
paid any lederol Income tax since 
1972. Secrnlngly  mud of this 
achievement. General Dynamics' 
hnme.state senator. John Danforth, 

R-Cal., has heralded Packwood for 
doing "a remarkable job in correct- 
ing flaws in the House bill." 

Last December the House passed 
a tax bill that confounded the,ex. 
perts, the skeptics and the lobbyists 
by closing many of the loopholes 
that allow. large corporations and 
wealthy individuals to avoid paying 
taxes. The House bill would, lor ' 

'example, repeal those special ac. - 
counting rules used 5)y defense con- 
.tractors. 

Senatdr Russ~ll Long. D-Louisi- 
aria, a long-time friend of the lob- 
byists for the oil and gas industry. 
has expressed his approval of the 
Packwwd erlort to retain their ppe- 
cia1 tax' breaxs. "On the whole," 
Long told Packwood, "you've made 
a major improvement over the . 
House bill." . 

The House bill would scale back 
some of the tax loopholes that have 
become the special province of the 
oil and gas industry. . , 

Packwood proposes to keep the 
accelerated cost.recovery system. 
the form of super-last dtprpreciation 
that has been the cornerstone .of 
much of the corporate tax 
avoidance that has taken place in 
recent years. The House blll sub- 
stitutes a depreciation systeni that 
more closely-approxima~es the way 
that machines and buildinns actual- 
ly wear out or become obhele. 

Packwwd has come up with the 
idea of allowing a one-lime cashing 
out of unused investment lax Credits 
- a t  a cost to the federal treasury of 
$32 billlon. This particular provision 
represents the largest new welfare 
initiative since the2ays of the Great 
Socielv. No-tax comoanies like Gen- 
eral ~lectr ic .  with more credlts 
than lhey can use, would receive 
large refund checks under the plan. 

Evldently. Rackwood believes 
that welding together a coalition of 

In ch&ing this course, Pack- 
wood has opted lo boost the kind of 
taxes that are unrelated lo the 
abiltly to pay. As a result, whatever 
tax relief thnt lower- and middle 
income families would receive from 
long-overdue Increases in the per. 
sonal exemption and standard de- 
duction wlll be eaten away. 

According to the Bureau of Labor 
Statistics, the pmrest 20 percent of 
American families spend 3h times 
as much of their incomes on 
gasoline nnd motor oil as the richest 
20 percent of all families. 

Moreover, as a share of family 
income, the poorest 20 percent of all 
households spend seven times as 
much money on tobacco and smok- 
ing supplles, four times as much on 
alcoholic beverages, and three 
times as much on clothing, as the 
richest 20 percent. 

Therefore, Packwwd's altempt 
to raise federal sales taxes wilt have 
an extremely regressive impact - 
disproportionately affecting wag? 
earners and the omr. lravinp t h ~  

years. 1t wo~ld 
releif to mil 
tamilies. 

The House 
ing recognitl~n 
poratc tax 
not worked 

The Ioophc 
vestment, 
ca's tradc 

Ever since 
the loophole 
busily and 
their forces 
the Senate. 
their muscle 
wood's propo 

provide real, isstln# 
dle- and lowe~incomr 

bill reflected the grow- 
that burgeonin# coy- 

wpholcs simply have 
r s  intended. 

ies haven'r helped In. 
eriploymenl, or Amey!. 
pe-tormancc. 

the House blll passed, 
lobbylsls have been 

r crvousiy marshrlllng 
lor n last slend before 
4nd lhey arc pulling 
behind Senator Pack. 
al, 

Over the 
Senate has to 
rake regress1 'e 
working Arne.icon 
tect unfair ald 
corporate 
House. it fan 
trll Ihc ~ n r n n r i t r  

text few weeks, the 
make a cholcc. It con 

soles taxcson hard. 
famillas to pro- ' 

counlerproductlve 
loo>holes. Or, like Ihc 

close thclwpholcs and 
tsv  *l.nlrln-r tn nn 
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1 Tax breaks for corporations breaking rest of us'? . ,.. . . 

By Phlllp M. Slrrn 

T HE tax-reform bill passed by the 
H o w  latt y u r  elimfnattd or tight- 

ened provisions wed by corporations to 
reduce their tax burden by bUlions of dol- 
lars. Now it's the Senate's turn, and already 
corporate lobbyists are prowling Senate 
conidon warnlng Ihat if the Senate fails to 
reopen thore loophola, corporate invest- 
ment In new plait aid equipment will with- 
er and thownds of Americans will lose 
their job. 

But there's frerh evidence that senators 
should kwt t h m  warnings with skepti- 
cism, According lo  a study by Citizeh for 
Tax Jutice, a tax-reform or-tion, 
corporate tax savings written into the 1981 
tax law have not, contrary to administrr- 
lion predictions, stimulated major new in- 
vestments In plant and equipment by the 
corn anier who most fully enjoyed these 
br&. 

The study compares Bocing and R. 3. 
Reynolds. During President Rugan's first 
term, Bocing stood near the top in taking 
advantage of the tax Incentives. On $2 bil- 
lion in profits, Bocing paid no tax whatev- 
er. In fact, the company got a quarter- 
b~lllon refund. Yet Boeiig's expenditures 
for new plant and quipment declined 38%, 
and j o b  at Bocing feu 18%. 

Reynolds, by contrut, paid almost the 
highest taxu among the companies sur- 
veyed. Bdt (ha' did not prevent Reynolds 
from nurly irrpllng its new investment 
and adding 18% more jobs. k i n g  and 
Reynolds are not unwtul. The study a h  
found that the 44 lowat-taxed companies 
reduced their investments and payrolls, 
While the 43 highest-Wed firms increased 

* 
their plant outlays and their payrolls. 

That reversal of the Reagan script 
should ca& no surprise. For one thing, 
decisions-on plant and job expansion are 
governed far more by market prospects . 
than by taxes. For another, the tax law 
does not require a company to spend on 
new plant and equipment the money'it 
saves from, say, highly favorable laws gov- 
erning the write-off of old plant and equip 
ment A finn can spend its savings as it 
pleases: to give its executives a raise; to 
increase dividends to shareholders; to buy 
out another company. 

Consider General Electric. During 'the 
first Reagan term, G. E. made nearly $10 
billion in profits, yet paid not a penny of 
tax. G. E. gave its shareholders a 30% divi- 
dend increase and its chief executive of& 
cer a 141% pay raise (from $825,000 a year 
to just under $2 million). I t  also increased. 
plant outlays somewhat. Buf did G. E. need 
the tax subsidy to afford that? It's question- 
able, becaw late last year G. E. execu- 
tives considebed the firm flush enough to 
spend $6 billion to buy RCA. For that $6 
billion, nary i new machine will be bought, 
and nary a new job created (excepf per- 
haps, for lawyers and accountants). In fact, 
despite what amounted to a $4.5 billion tax 
subsidy, G. E: ended the first Reagan .term 
with 18% fewer jobs. 

G. E. is no aberration. The study found 
that the 44 companies that paid no tax on 
their $57 bi ion of profits during the first 
Reagan term enjoyed an 11% increase in 
pre-tax profits. At the same time, capital 
investments by those 44 tax-free compa- 
nies declined bv 4% and their navrolls . . 
shrank by 6%. * 

G. E.'s multibillion buyout of RCA caps a 
tidal wave of mergers. In 1980, corpora- 
tions spent $44 billion buying out other 

companies. By 1984, the figure had tripled. 
and in 1985 it leaped to an estimated $180 
billion. Such a buying mania hardly sug- 
gests that corporate (Imerica is cash-poor, 
requiring subsidies for new plant outlays. 

The tax preferences G. E. and other cor- 
porations enjoy represent just as much a 
government subsidy as, say, the dairy or 
tobacco subsidies; they add to the federal 
deficit in precisely the same way those 
direct subsidies do. Since Ronald Reagan 
twk office, corporate tax subsidies bave 
tripled - from $40 billion to $120 billion. 

They currently account for more than hall 
the federal deficit. 

Yet since they are tax subsidies, they are ' 
not included in the president's budget, a n d  
they are immune from the cuts mandated 
by the Gramrn-Rudman-Hollings deficit-ref 
duction law. That's unfortunate for us tax;:: 
payers, because we aren't getting ow mon- 
ey's worth. ... 

sparW FUIM .. . 
Philip M. Stern, Washingtun, is author 

of 'The Rape of the Tarpayer." 
I 
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The failure of corporulte tax 'incentives' 
?he Hase  a roved in Dmmbcr cgul art by 4 p r c n t  a d  &I their 

a h a  rd- I% which goes a long 1 ~ m b e r o 1  emplo m by 6 p r .  
way loward ~ ' ~ t a t i  y lalrneu to (he f a 1  1- IS1  throuJ 1944.7hae 
h r  cadebv elasin* lmnhola krrleh com~da included Boeinc. Dow colpwrUo.nr T~ - . ... 

~viduais and by Cbemial. Tennso. "weyer- 
DmvidinR some r d i d  for low and haUSer. Umm carbide and G w  
modent&income lamiiia. 

The batlk lor h x  justice now is in 
the Senrle whve co n t e  lobby- 
irll and Ih; Rugan a % i ~ r a t i m  
plan Lo reshap (he Haae  Mil more 
lo their likins. The Home MI!. lhev 
complain. go& too lar in curbii6isihi? 
hum c m r a t c  h x  break8 In the 
1s-1 h X  cub. 

If corporations are  made to D ~ Y  
mwe hXU, they warn, lhey'll hive 
l e e  money far capital invalmm.t. 
which will t h r u l c n  rcnnarnm . . . . . - . . .. - - -. . . . . . . - 
g&&. Lel corporations dl the 
hook and make uo lhc dilferrncc in 
Imt revenue by iuch "rdorms" a s  
(axin worken' health insurance 
bend&, limiting the widely-used 
deduction for slate and local h x a  
and impooing a natiopl salea lax: 
the argue. 

dwever  1 recent stud by '  
citimnr 1 4  T ~ X  ~us t i ce  tn3; 
ut&e well-vorn "supply-slde em. 
nomics" argument Uut corporate 
lax breaks stimulate inveslmenL 
productivity and job c~eation. CTJls 
a widJyrespected research and 
lohhying group supported by unionr, 
churches. ~ubiic  inlcrat and com- 

Iorcc today dsoiie 1 9 ~ ~  and is03 
modificalik. ' . 

Surveyln 259 ot the nation's 
Iargat an f  mmt prolihble non-fi- 
nancial corporations over lhe 1GSl.M 
p r i d  the study lwnd that 44 of 
them iook advanlage d so many 
loophole that lhcy p i d  no federal 
income laxer at  all or acttially re- 
ceived net lax d u n & .  

Dsplle lheir billionr in h x  "iw 
centiva," l h a e  same 44 complnies 
redud iycslment In plant and 

hwnd. 
On lhe other hand. the 43 com- 

p r n i s  which paid lhe highest h x u .  
achpyingatlea8tZlpercmt d i l l  
prolib into the Treasury boarled 
lhdr  opiIJl lnvatmml by m aver- 
age 21 prcent  and added 4 rmnt 
more workm lo thdr ppR. 

"Other Leton R r  wbe igh  Ihe 
Impahnee of t axa  in i n v a h e n t  
decidonr " UK study conlinucd. It 
said lhesk lacton include demand 
lor a company's produca manage 
ma t ' s  commilrhenl lo iong-tern . 
m w U 1  interest n t a .  Wmology, 
and ov;rcapacity. 

"It aoylhing. an excessive. 
management locus on chasing after 
lax shellers seems to have a nega- 
tive d l s t  on Investment and job 
crc~Uon as IhcpoorprlormanceoI 
the aokx comprnia illurtnta," 
the -rt bald.. . t,-'s;" -as . - 

~ h a i  did the 44 nolax corpora--. 
tiom do wilh lhclr tax bonanu? The 
stud found (hat Lcy increased lheir 
diuid;n& La stockholders bv an 
average 22 percent and raiseb the 
compensation 01 lheir chid exeeu- 
live dlicera by a speelacular 54 p r -  
cent. In addition. 11 01 lhese com- 
prnlu s nt rmrly $40 billion in the 
w n - p d c t i v e  monopoly game d 
laking over other compnia  in 1% 
alone. 

The tax "inrrnliva" nal only 
have failed to produce the promised 
i n v a h e n t  boom: hey have harm- 
ed bolh the economy and (he fair- 
n a a  01 the federal lax system the 
report aaid. Since lWl corpo'rale 
IJX loophola have trihed to $120 
billion a y u r  wcllovtrhall thecur- 
rent budget dencit. 

The record budget d d d l s  d the 
Reagan yean in turn, have kept 
m i  interat rites s t  reeord levels. 
T h a e  high n t u  inllated lhe value 
d UK dollar whlch he1 
record t n d e  6 d d b  and I%: 
frcturing jobs, the report noted. 

Corponte h x  loophola currently 
l m m t  lo more Uun $1 600annurll 
lor every laxprying ~ n ~ c r l c a n  lam{ 
1y. (he rcporl wid. 

I1 lhc H o w  IJX bill i s a p v c d b y  
the S e ~ t e  and signed into law "it 
will mean that lor (he l int  l ike in 
un CaKnlEla l r i c  Baing and 
go* b e m i o ~  WIII t4 pay14 as. 
much in tax- as lhe people who 
work lhcir asscrnblv lina. tvaclheir . . -. .. . - - . . . . . ., . . . . . . . 

m. and wax lheir fl 
t h m  will b;signiliunt lax relidlor 
the vast majority 01 hardworking 
Amuiom." lhe r e m  uld. :I / ) ' ~ ~ ~ t i s m w u ~ ~ t ~ ~ t e : ~ i t c o n -  . 
tinued. "to r u s t  the blandishments 

I !  . d lhe looohole lobbvisb. La lace UD 



On Corporations 
ByPAIIIPM.SlXRN 

i l @ d  p r o r l ~ h  d i y  cmpmu.~ b 
redm Uelr t u  burden by MUha of dol. 
I a n  N w  Wa kSenaWa lut~. and x l d y  
nrponk W y W  ur mr) lngSeul r  m-' 
r)d.n vrn lag Oat II the &ante hUs ta rr- 
opa lhce Imphoia, -ale lnrrrtmenl 
In n c r p l u l  a d  qu lpmat  wUI r(mu and 
cbouwndaal Arnerlcam w111 lo. Lelrjabs. 

But lhut 'r  h u h  evldmc U.1 vsa lon 
shouldtrcrl Lhrse warnlnprlL.LcpUcfna. 
Ac~WIdlIlgb 8 8luQ b 
t h  a lax nlm omW+s% 
IU U v l n p  Mt(ar h to  Uw 1% t u  law 
hare ml, mlnq lo admlnktnIhm prcdlc- 
Uom atlrnulated malor nr* Inra(omb In  
plant and qulpmeniby Ur mp.lna who 
m r t  hJly mjoyed lhae bmaks. 

IheUudy mmDzresklnland RJ. Rev- 

pmfltl, h l ngpa ld  m t u  rha lwu .  In IncC 
the eompany go( a qua~ r .b l l l lw  M n d .  
Ye1 80tln19exandllum IorncrDIanl and 
cqulpmeni decllned 38 preml,,ud jobs rl 
Boelnlfell Itpercent. 

R e M .  by mntnsL ~ l d  &or( (he 
h l g&  lun-among Uie~companla rmr. 
veyed. But Lhat dld not p m r n l  Reyrmlda 
fmm nearly lrbllnc IU  ntw lnvalmenl and 
a d d ~ g ~ # ~ t i ~ t ~ ~ o &  ., ..,.. . ~ o ~ n g  R-I* w DOL m w . . n . ~  
tludy also found mat Lhe 44 lowot-Wed 
com~anlo  reduced (heir InvuhenU and 
paymU., rbUe t b e 4 3 N y t w C l u e d  l h u  In- 
ems%ed cdlr ~ l m l  wUan  .nd Lhelr MY. 
rolls. ' 

. - 
ma t  r w e r u ~  01 UY RU#M rerfpt h w l d  

c a w  no sumrise. For w e  Llnl. declrloar 
on plant and job up.nalon are I;vmed N r  
more by market p rmpsb  Lan  by b x a .  
For anolher. the lu law do- no( ropulm a 
company lo rpnd  m mw phnt  unl tgulp 
men1 Oe money It wver Imm, ray. h l m y  . 
favorable hwa b r m l n g  (he rrflc-olfol old 

en; tobuy oulamlhercornprny. 
Cmlder General Eleclrk. During Lhc 

llnl Realm term. GE mad. m u l v  110 bll- 
IIO~ In V I~ .Y .  ycipam m i  1 p ~ j  01 IU. 
CE gave Ils rhrmboldul a 30 percent d l v l  : 
dend lncrerx md I l s ch l c l u rm t l n  olflcer 
a 141 pemnlpay raflc l I m m ~ , O m a  year 
lo J u t  under n mullon). I1 also i m a r e d  
olanl wUrvr mmcwhal. But did GE acrd 

ble. becaw iate Iul y u r  GE e iau l lv ts  
c w M ~ U n U m n M m b l o r p u r d M  
bUllon lo buy RCA For &I( U blUlan. narY s 
new machlri wUl be baubl, and nay. i c w  
Job c ~ r k d  IexcepI, perhmm lor lawyen 
and amuntmU). I n  hcL daollc wbrl 
amounkd lo a H.5 bllllon t ix  wbre,.GE 
ended.ee llnl Reagan term WIUI I8  p m t  ' 

W bllllm d.fpmllU duting (he f l n t  Reagm 
L e n  enjoyed an 11 percent Lncmue In p re  
lax Dmlllr. Al Lhe urn8 the.  ~ D I W  Invml- 
menu by Ulore 44 1 u . M  .cvmpurln dc- . 
cllned by 4 percent andLhclrpaydymllrIbr8nk 
b v t  pemnt. 

GE'r mulllbllllon buyout o l  RCA caw a II. 
d l l  wave of merps.:ln I*, b3.sUons 
spent 44 bUllw buylng oul oUw mmpanh. 
BY I*. b e  n m  had Id-. md la 1)(1 I t  
I&& io an iillmalcd dm bllllm. Such a 
buyln; rnmla barmy auUn(, Uul mr- 
wrate Amerlca h cah.mor. resutrh*lb 

i e m a t  iubsldj u. uy; the daW LW & 
bacnrubsldler; U u y  add lo Uwfedualdcfl. 
dl la n d A v  UY w m  wav dl& 
rub.ldies do. itace Ronald R;rCur ( o o ~  01- 
m. -ate IUI aubrldta h v t  tripled - 
from $40 bUllm to It24 bUllm. They cur. 
N I U Y a - h n o r r l b u ) u ) I h ~ . L  
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Who pays taxes? 
. ' Some of the things happening to a tax refom mea- vides remarkable tax concessions for the oil and gas 
sure in the U.S. Senate makes one wonder if many industry. The House bid is designed to scale back 
senators are really serious about the math. The some of these lucrati+e' loophole.; the Senate pro- 
House bill scrubbed a host of loopholes in the current h s a l  seeks to retain  them. . 

tax laws but the Senate Finance ~ommittee has been Furthermore, Citizens for Tax Justice points out, 
busy restoring these special interest jewels. the House tax bill would put major corporate tax 

Item: under the tax measure developing in the avoiders such as Boeing, General Dynantics and 
Senak, some of the biggest corporate loopholes 0x1. Dow Chemical back on the tax rolls for the first time 
the books today that the House deleted have been re- 5 years. 
h-ieved by the upper ~hamber. ~h%&&Li for Tax . These companies would join consumers who have 
-Justice, a sort of Washington wa&doiOrganization, ;ever left the tax rolls. What's more, the Senate Fi- 
says the restoration will put smiles on the faces of de- qance idea of tax refom would have 
fense contractors. You would smile too if special ac- answers paying a great deal more tax. . . 
cow@g rules ~nnitted your company to avoid Pay- j The plan would boost federal sales tqeq  up to 50 
ing taxis year aftq year on defense projects. - percent on an array of consumer products gaso- 

One of the largest defense contractors in the c0u.n- line, cigarettes, airline beer, wine and m a y  - 
-try, General Dynamics, a Mi~s~uri-based CorPo- other items. Collections from these esciq taxes are . 
ration, hasn't paid any federal income tax since 1972. pmj& to,increase by $75 billion ovir.five years. So 
A~SO a super-fast depreciation schedule, officially.. i, a way consumers wodd be financing the retention 
called the ~ccelerated Cost RWQVQY S~stenf, Pm-. of corporate loopholes. How nice. I 
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Packwood ' favors loophole --...--.- lobby 
--• The loophole lobby is resting a little more 
easily these days now that Senator Bob 

:Packwood, R-Oregon, Chairman of the Sen- 
.ate Finance Com~ttee, has finally revealed 
his versron of tax "reform!' 

Under Pa+wood's plan, federal .sales , 
taxes on a wide array of commonly~used: 
products would be hiked by more than 50 
percent. As a result, Amerlcan consumers 
would be forced to pick up the tab in the 
form of higher prices for gasoline ciga- 
rettes, airline,tickets, beer,,%ne, and many 
other ltems. , 

In fact, Packwood hopes to raise 575 bil- 
lion over the next five yean by boosting 
these federal sales taxa. : 

And what would this money be used for? 
Reducing the deficit, you say? No such 
luck. The Packwood tax plan IS revenue- 
neutral, adhering to the dictates of the 
White House. Instead, the money raised 
from hi her taxeseon consumers would be 
used to finance the retention of some of the 
bi eat corporate loopholes on the books 
togy. 

Defense contractors are jubilant because 
Packwood proposes' to keep the special ac- . 
counting rules that emi t  them to avoid 
paying. taxes year a8er car. General Dy- 
namics, a ~irsouri-basei  company, hasn't 
paid any federal income tax since 1972. 

Last December the House passed a tax 
bill that confounded the e ens, the mkep. . 
tics, and the lobbyists b 2osing many of 

1 the loopholes that allow i'arge corporabons 
, land wealth individuals to avoid paying , 

: tu.:,%,fl, . .  ~i ,, . . . . .  would, for exam<%;. 
. . . .  . . .  . . . . . .  , . :  . , 

, . .I .. , . . .  
i '  . . .  

Guest 
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BY D w J v I L H E L M  

' repeal those special accounting rules' used 
by defense contractors.. . . . 

The House bill would scale back some of 
the tax loopholes that have become the s p e  
cia1 province of the oil and gas industry. 

Packwood proposes to kee the Accele- 
rated Cost Recovery S stem, t!e form of sue 
per-fast depreciation &at has been the con 
nerstone' of much of the corporate tax 
avoidance that has taken place in recent 
years. The House bill substitutes a depre- 
ciation system that more close1 ap roxi. 
mates the way that machines andbugding 
actually wear out or become obsolete. 

Packwwd has opted to boost the kind of 
taxes that arewrelated to the ability-to. 

'pay. As a result, whatever tax relief that 
ower-and middle.income famil~es would r e  

ceive from long-overdue increases in the 
personal exemption and standard deduc- 
tion will be eaten away. 

A~cordin to the federal Bureau of L a w  
Stat~stic? >fe poorest 20 percent of Amen- 
can fanujles spend 3% ,times as much of 
their incomes on gasoline and motor oil as 
the richest 20 percent of all families. 

Moreover, as a share of family income, 
fhe orest ' onesfifth of all households 
. spenr7 times as much money on tobacco 
and smokiig supplies, 4 times as much on 
alcoholic beverages, and 3 times as much . _.. 9.. . 'o ' , . . , .~~  

on dothing, as the richest one-fiith. I 

Therefore, Packwood's attempt to raise. 
federal sales taxes will have an e x t r ~ e l  
regressive impact - dis roportionately d 
fectin wageearricrs an{ the poor, leaving 
+e whto-do largely unscathed 

Unlike the Packwood ropok, tlie bid ' 

that passed the House {st year actually 
was serious about tax reform. If enacted 
into law, the House bill would put major . . 
corporate tax avoiders like Boeing, General . 

Dynamics, and Dow Chemical back.on the 
tax rolls for the first time in years. It would 
provide real, las$?g relief to 4 d d l e ~ d  . 
ower-income families. 

The House bill reflected that growing 
reco ition that burgeoning co rate tax , 

loopgles simply have not w o x d  as i n  
tended. Instead by adding 5120 billion r 
year to the budget defici4 they are a big 
part of the problem. 

Ever since the House bill passed, the 
loophole lobbyists have been busily 
marshaling theu forces for a l ap  stand be- 
fore the Senate. . 

Over the next few weeks, th; senate has 
to make a choice. it can raise regressive 
sales taxes on hardworkin American fami- .. :. . 
lies .to protect unfair anf counte , roduc- :.:. . 

. . .  tive corporate loopholes. Or , 1% I e the 
House, it can close the loopholes and teU :. 
the corporate tax avoiders to o back to 4. ' 

making money the old-fnhionefway - by ;: 
earnrng it. .i . . . 

Wilhelm is executive director of Citizens ? 
for Tax Justice, a coalition pressing 101 .i , . . broadabed fed* tar reform, :! .,, ,;$A,, :,. .. . . , . .  r , .  . : .  . . .  .. *. . , . . ,- .. ; :: . ... ........... . : .. :,:.: a'., ' : , . . .  I . <:. .... ... : 

. . . . .  .:. :' . .;.>..:.. . . . . .  * . ::. 
r ) .. , 

.<:;c . 
.; .: . ; .;<,!..,.Jr;:% . ....:. .; , ::.:. ;.: , . . . . .  ....... .. ' : ' . ' ,  .: <,:. ......... !: ' ..>. ::. . '  . .:< ..: . L. : 

,: :. :?, <.:.: ,. ;:::.;,, ... . . . :;..: . . :'.:,.;.:.:..'.!.:'f.; . . . .  
I _ ' .  ; ...; .:;. ..;:; . . . .  . . . .  . . . . . .  



MEMORANDUM 4/19/86 Sat 14 r 35: 54 

TO : DI STRIBVTI ON 

FROM: . FRED PANZER 

SUBJECT: CITIZENS FOR TAX JUSTICE PRESS COVERAGE 

Enclosed is your set of 18 full-size copies of 

clippings from newspapers in Senate Finance Committee states. 

They were generated by CTJ's press statement or follow up op-ed 

article, both of which provided the- first and sharpest criticism 

of the excise deductibility proposal. Some of the coverage 

reflects how columnists, economists'or trade association 

executives quoted CTJ to support their opposition. 

These press olippings may be helpful information for 

further distribution to Members of Congress, congressional staff, 

state and local elected officials, allied,groups, and, of course, 

our TI field staff and lobbyists. 

Later this weak, I expect to have a more complete set 

of clippings, more attractively reproduced too. 

Enclosure 
cc: Samurl D. Chilcotc, Sr. 

William Kloepf er 
' Robert Lewis 
Roger Mozingo 
Peter Spsrbcr / 

9.25 
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-.The president has made his tax reform proposal, the 
House has passed its version, and now it's the Senate's 
turn - starting from a working draft unveiled a few 
days ago by Senate Finance Committee ChairmamBob 
Packwood. If it's fairness and simplicity the Senate is 
aiter, it has a long row to hoe. .-I 

Packwood, a Republican, was trying to please both 
the president, who's adamant about lowering the tax 
rates of the rich, and the Finance Committee's mem- 

. h e r s ,  -. who refuse to close their favorite business tax 
loopholes topay for those lower rates. The combination 
was lethal. . 

Moreover, Packwood had to cope with those aspects of 
the president's plan that are  simply bad, or broadly un- 
popular, as social policy - like the president's proposal, 
to  eliminate the deductibility of state and local taxes 
and of employee health benefits. The House sensibly 
retained those deductions - and made up the differ- 
ence by cutting less from top tax rates than the presi- 
dent had wanted and by closing more corporat 
holes than he had p ~ p o s e d .  But neither m u t e m i  
meet Packwood's pol~trcal needs. 

Under the circumstances, what Packwood came up 
with was clever. But compared to the House's package, 
it's hardly fair o r  simple. Packwood proposes to  meet 
a l l  those demands for revenue-losing income-tax breaks 
by raising consumption taxes commensurately. He 
wants to make all  excise taxes and tariffs - on wine, 
alcohol, tobacco, m?GFfuels, trucks, buses, trailers, a i r  
fares and telephone service and on various imported 

. goods, nolably textiles and apparel ;- .non-deductible 
for fiorporations. The net 'effect on consumers, econo- 
mists estimate, would be the same a s  a direct increase 
in these excise taxes and tariffs of as much a s  50 per- 
c e n t  And that hidderi tax increase would not be  levred, 
like an income tax, according to one's ability to pay; ~t 
would fall hardest, like all consumption taxes, on those 
least able to pay. 

There a re  circumstances in  which excise tax in- 
creases'might make sense anyway. A fuel tax increase, 
while oil prices a re  dropping, would keep the country 
on the energy-conservat~on course on whrch its future 
energy security depends. Alcohol and tobacco tax in- 
creases, to the extent they cut consumptron, courd be 
useful public health measures. Even a more general tax 
increase would be  acceptable, if i t  were part of a na- 
tional belt-tightening in which everyone has to sacrifice 
equitably to help bring the federal deficit under con- 
trol. 

But to propose a general increase in an indiscrimi- . 
nate assortment of consumption taxes that hit harder 
the poorer one is  - and all for the purpose of preserv- 

. ing corporate tax loopholes and bringing the top in- . . . 
. . . . .  come tax rate paid by the rich down by another few 

percentage points - is the height of unfairness. To sell . . 
this as tax reform, and with the  promise of lowering 
everyone's tax bills, is the height of dyplicity. , . 

The House was far more staightforward - and more .. . . . 
successful - in  coming up with a tax reform package 
that actually would be fairer than current law and sou?- 
der, in terms of iti  social policy efkcects, than the presl- ! : : ,_ : .. .  I dent's proposal. The Senate has its work cut out for it. . : :. .:,:::. .. .1 .> 

.. ., .% '". '.. 5; ..... ..:. ' .. . . . .  . . ., .. , 
' :::. .; ' ', . . . . . . . .  . . .  . . .  . .: - . . . . . . . . . . . .  . . .  . . . . a .  . . . .  . '.. ; :,. . . '. '" < . 
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By PATRICIA O'BRIW ~.. . .  
Crn krrr WaUlhMm Stan 

' 

WASHINGTON - ~ e m b c n  of tbe . 
Smale Finance Committee w e n  pick- 
in; away listlucly at the details of & 
proviaon in the tu overhaul bill pro- 
Itctin; luge home builders recently 
nhtnpddrnly Stn. StevcnSymmr, R- 
Idaho, slappd hlr fist on Ule hcrrln; 
lrblt,( 

"We're Wting a huge gamble with 
Ihis,"Symmrsdd, pointing tothethick 
notking document pnpucd by com- 
mittee chrlnnan Sen. Bob Packwood, 
R-Ord "Wr've lort simplicity. We're 
just transferring money from m m c  
body to somtbody else md there Is no 
lntrgdty to the process. Thir Is m 
absolute sham." 

PolnUn~ to Packwwd, he dd: 
'"You'ye had a dturtlon put on you 
lhat's,imporrible to do!' 

Symms' outburst iilustrrtes the di- 
mensions of the trouble ~ h u d  for 
Packwood ar he tries to wlnconrensus 
lor I ldocumtnt that mecb President 
Rer a's dream of tax reform without 

f n t ~ s @  - and h u  some chance 
of prfuge by the Scnrte. 

. Packwood'schallengeistopreserve 
tax bruks  for numerous interests fa. 
vored by committee memberi wMle 
keeping the top tax rate at 35peicenf a 
juggling act that is fraying tempers 
during the drafting of a bill. It involves 
trade-offs few want to makc. 

'4R like glving r ftarving mrp r 
steak," Mid Symms, referring to Pack- 
wood's inclusion of breaks for tfie 
building industry while subjecting lt to 
a minimum corporate tax. "Just as he 
starts to take a bite, it's taken away 
from him!' 

WHEN COMMITTEE members sit 
down again to wrestle with the bill on 
Tuesday, arguments are certrin'to 
erupt on several fronts: 

Should municipal bonds, vital vehi-' 
c l u  to pay for everything from schools. 
to stadiums, lose their tax-exempt sta- 
tus? Packwood's initial effort to make 
them do so virtually sent the bond 
market intocardiacmst.In their first 
and only vote on the bill, committee 
members ruled out the idea of taxing 
exlsting municipal bonds. But no deci- 
sion has been reached on ,whether 

. * 

Some say sen. Bob P ~ c ~ w A o ~ ,  left, 
is deliberately heading into the eye 
of the storm to demonstrate the 
futility of the entire effort to 
reform the tax code. 

bdnds issued after Jan. I could be The credit has bdn a generouspbsidy 
subject to the minimum tax. .. lor business in which the government 

What about depreciation schedules 
for businesses? Several committee 
members want to give real estate de- 
velopers and auto companies a chance 
to write off their investments in land 
and machinery faster. Sen. Lloyd Bent- 
sen, D-Tex., complained to his cob 
leagues that auto rental Companies in 
particular need the break. "I've heard 
of one man who cleaned quail in his 
rental carI"said Bentsen. "If deprecia- 
tion is kept.at five years, I'll be driving 

picks up 10 percent of new equipment 
and machinery costs. It would be re- 
pealed aspart of thetrade-off for lower 
rates - b.ut Packwood wants the gov. 
ernment to dole out more than $30 
billion in unused credits to the hurting 

'steel and agricuitural industries. 
The issue at the top of the list, the 

one-expected to geneiatethemostheat, 
is Packwood's plan to raise $75 billion 
through increasing the tax on wineand 
ending businesses'deduction for excise 
A .. 

some awiul old rental cars!' - raxes. 
"Without that revenue, or a net 

Some members object that Pack- equivalent revenue," said Packwood, 
wood's plan to buy off corporate in- "then the thingsf,tried to doin thedraft 
VeStlIlent tax credits is too eXpenSive. cannot be done. . . 

... 
<I.  

UNC~~WCED,  more than 50 oi 
P a c k w w s  Senate colluguer wrote 
him lrrt month wying hir pmprr l  
means coiporrtions will p u s  on the 
cost of the taxes to consumers, ineffect 
forcing Ctax increase on low- and 
middle-i+me people. 
~m$& would thenpy morefor 

gaspline, food, telephone service m d  
alrl~ne tickets. They r l w  would pay 
more f o r i  range of life's small enjoy- 
ments, everything from brrebr!l 
games to-r glass of beer. . 

"This issue is the one of b e a t e '  
interest," said Sen. Bill Bradley, D.N.J. 
"We've got 10 or 11 senators on the 
committee who have serious r e s e y .  
lions aboyt excise taxes." , . 

"It's bizark, preposterous," said 
Robert McIntyre, a representative of 
Citizens for Tax Justice, a union- &- ac ed lobbying group, at a press 
conference cise tax plan. called to denounce the ex. 

"For a few dayq most people sput- 
tered about how silly it war. But It'# 
quite clearly an incruse in Wes, 8 
very lug! one," he slld.,"Thrt's not 

SOME SAY PACKW&D IS d e ~ b  
irately herdin into the  eye of 
s t o n  todemo strate t h  a futility Of tho 
entire effort t refom t h e  tax code.*, 

: "H& a sm man who thlnks th8 
whole exerci 1s u n n e c e s s r w  md 
fruitless," said one foad industry lob. 
byist.  he CI mor b e i n g  raised now 
could b e  provi i g his po in t ?  

rcsqpnded Die., 
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..'' ' positive response : 

l ~ m N G T o N  - A favorite ..-I 
technique or lobbyists tntheiapital - b to commission opinlon polls on -- -' polltical Issues and phrase the ques 

i' :: tions in such a way that the =pons- 
! :$ es will buttress their positloa . . .  . . . - Clttzens for Tax Justlce, a group - 
, hat is' worktng against tax breaks 

'.f ?oy-business, lest week issued the 
:.: . w l t s  of a new poll. 
53. ': " . A typlcal question: "Do.you agree I 

; ' br disagree that large corporations . 
; '- should start paying their falr share ' 

; : of pes before then are any in- 
+: ;...- In any taxes that ordinary, 

. . .! . - working and mlddleincorne Ameri- 
:*?-.cans pay?" Not surprlslngly, 86 per- I 

... . . . . .  . - . . . . . . . . .  I ................ . . . . . . . . . .  ;.: cent of the respondents agreed. :'.. . . .  . . . . . .  ..... . . .  . . . .  . . . . . .  , ..-- .... . . . . . . . .  . . . . . .  .... i.... . . .  .. - ..,. . . _.'. -- . 6ut "' sometim& the technique ' 

. . . .  ...... .. . . .  ...: .:-. . . . . . . . . . . .  . . . .- . : - .  . . 
.('; ' bacXlres. To baffle IegtslaUve ef- 

......;..... .. .. ..... ....... .... 4.: : : .-.: ....:. : . . . . . . . . . .  .... : ...: -.. -..- .,:: ........ :'...: :.:,. : . .  ......... .... - . ': : forts to lncnase business taxes, Na- ... . . .  ............. .............. .......... ............ . . . -  ......:..... . . .  .:.. :... ........... .... ..... :. .:... :. ::-: . . 
. -' Uon's Businus, the monthly . . .  . . . . . .  .............. . '  .. . . . . . . . . .  . . .... .. , . . :.- . . ........... ....,- ;.v.' ' . -. . . ._ ! 

. . 
, magazine of the U.S. Chamber of 

. . . .  . . .  . . ........ - .  
' - _  . .  - .  . . Commerce, asked its readers this , .  . 

........... .. ' . . . . question: "Should Congress enact a . . tax blll that could hobble economic 
. ..-.. -:. groprth?" ........... . . .  ? 

; Fllty-dx percent of the readen 
b who responded sald "no." But re- :: markably, given the readenhip of ..... . : - .  . : thepublication, 31 percent seemed . ._. .... ....... ..I .... 

. -' to think hobbllng growth mlght not 
. . . . .  . . . . .  ... 

' be so bad and answered "yes." Thir- 
. . .  ... . . . . . . . . . : . . . . . . .  . - . .  . . .  . . . . .  . . ...I : ".:..:' .. . . . . . . . . . . . .  ...... ...-.... .: :.: .-.. ;'. . . . . . . . . . .  :;:,I .......a !., :.-:.. :.... .:..... ...-.-- : :  t a n  percent were undedded. 

......... :. -.:.:.:.. . . .  ..-... . .  . . .  ...:-.>:... ; ._ - >: :.. .,.; ............... .:.-. .... . .-. . . . . . . . . .  ->:.. :.. .,.-.. .... .. . . . . . . . . .  . ._ . . . : .  ._.. . . _ . . .  . . .  .: ::.-2--. ...... :. . .  .:>:-..: . . . . . . .  : ............. . . . . . . . . . . .  . .... .. ..;: :: -.:-. :.:.: ;.. ............. ... . . . ....:. : --:. . . . .  ....... - -  C1. . . .  . . . . . . . . . . . . . . .  *_. .' . . 
. . . .  . --  . . ....... .~................. : , ...................>>.<...... - . . : :  ........:.......... .-C. . .  1- . . . : .  . > .....-.... ...... . .  . . .  ............. . . . . . . . . . . . . . . . .  . .:.-... ...... 2.. ......... ,: ...... . . .  ...... . - .. . . . . . . . . .  . . . . . ;  ..... :.i :-:.. ..:-'..: ....-... . . . . . . . . .  . . . . . .  . - . - ...... ....:... . . . .  ... .*.. . . . . . .  .- . . . . . .  . . . : .  . . . .  . . . - '. :_ . _ - _ .  . . ...: . . .  . _ ._ . .:. . . . 

.,< ', " . . 



HAMMOND, IN 
TIMES 

D. 69,815-S. 76,325 
CHICAGO METROPOLITAN AREA 

MAR 19 1986 

Repayments 
:' 

Amounts that would be repayed to 
5. steel-companies for unused tax 

credtts under proposed 
i Jeglslatlon: 

$300 l.-.---..----.~.----....-~.-w-.,-.LL~~-.- i ;3 
I 1 In millions 

Times Washington Bureau 
I I 

WASHINGTON - Tile steel industry could reap a 11 
billion windfall i~nder a new tax overhalil plan. 

The plan, if enacted, would require the federal 
ernment to write U.S. Stcel Corp. a check for 

medt tax credit and require the federal gov 
give businesses refunds for 70 percent of 

Ilmt Betlllehem would receive a re 
its bta l  tax credits, or $168 million, if the 
is approved. 

U.S. Steel, meanwhile, had S.lW million in nccumulal 
investment tax credits and LTV had $300 millicn. lnlo 
and National Steel reported $120 million and $37 m~ll i  
in December 1985. 
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. :  

:.lCorporate tax breaks intended to spur exports have in fact undermined U.S. " 

emrt com~etltiveness. a llberal tax study group said Wednesday. 

wlille com~anies whi& avoid oav in~  fideral h e 8  tend to have the least success . -  - 
in export riarkets. '' .:. . 

I , The tax reform study m u o  found Ulat 11 of the 31 top exporters paid no federal .. I : taxes or got money baeEfrom the government k a u &  of corporate tnx . . 
: "loopholes" and Incentives deslgned to Increase competltlveness aboard. . . . 

They were lndentlfied as Boeing Corp, Dow Chemical, General Electric, 
I DuPont, Lockheed, Northrop, Union Carbide, Weyerhaeuser, Internatlonal Paper, 
I Allied Corp. and International Mlneralg and Chemical. The 11, who had a 

:.. . . ., . 

I : 

combined negative tax rate oL3.6 percent, reduced thelr total exports between 1981 
and 1984 by IS percent, the study showed. In contrast, the top 10 exporters In the . 
group Increased exports by an average of 22 percent durlng the period despl@ a 
26.7 percent.average f @ ~ a l  tar blte, CI'J.repoe. (UPI) , .i ,. ;.,I t. . :. . r 

' .: .. 4 J 
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,. , . A  
. . .  '. . '"; . .; 
. . . .  . . .  . , . ! . . Consumers will 

* Editor. Standard-Speaker, said last week that the Senator's 
" The latest fiasco out of Wash- excise tax proposal "is nothing 

. in n now comes to us in the but a huge consumption tax that 
: f ~ $  of yet another tau proposal - will fall heavily on middle and low - a bizarre tax on a tax which income families - excise taxes," 

ultimately will be.passed on to the they said, "unlike income taxes, 
consumer. will be passed on to consumers in 

This time, Senator Packwood higher prices." 
(R-OR) has introduced a new tax And the line on these price in- 
package that he says will be a creases is not drawn on alcohol 
boon to both consumers and small beverages alone. The Packwood 
business alike. proposal will negatively affect 

Included in the Senator's litany gasoline and diesel fuels. the cost 
of so-called reforms is a proposal of trucks and trailers, airline 
to eliminate business deductibility passenger tickets and shipping 
of excise taxes. costs, crude oil and gasoline, 

The liquor industry is par- feedstocks, coal, fishing and hun- 
ticularly sensitive to the federal ting gear, telephone service, 
excise tax issue. Last October the tobacco products and others. 
federal excise tax rose 19 percent The impact on the distilled 
for our product. If the Packwood spirits industry will be devas- 
proposal were to become law, this tating. We estimate that in Penn- 
proposal on top of last year's tax sylvania 920 jobs will be lost and 
hike would mean an effective 680 small businesses will be 
FET hike of 73 percent. foreced to close. 

Senator Packwood's press On the surface, it would appear 
statements have billed his pro- that the Senator from Oregon is 
posal as  a tax on business. trying to close some "loopholes." 
Nothing could be further from the As for the Federal excise. he's 

ustice, a really calling for implementation 
ppOIT?!B of a totally regressive tax system 

by both labor and consumer that will cost jobs. hurt low and 
groups, picked up on this when it  middle level income people the 

A& .... 

paysithe costs 
most, slam the doors for many 
sniall businesses and cost con- 
sumers millions more for many 
ki~ids of products they use every 
day of the week. 

S e n a t o r  Packwood's  t a x  
package is anti-consumer, anti- 
business and totally inconsistent 
with the Administration's polilcy 
of no tax increases. We're all for 
progressive tax measures, but the 
excise idea. which amounts to 
nothing more than a tax, needs to 
,be stricken from the record be- 
fore it creates more problems 
ithan it already has. 

We think .your readers should 
'know, as even Senate Finance 
Commit tee  m e m b e r  D a v e  .- 

Durenberger (R-NM) as stated, 
"the increased costs resulting 
from this idea will be p ssed on to 
wholesalers and, ulti ately, to 
consumers." 

t 
F. .Meister, 

Presi I ent - CEO 
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: :.. ,. . Consumers will ~lil t imatel~pa~:.the co~\&- ' 

' Editor. Standard-Speaker. 
Thc latest fiasco out of Wash- 

, iq pn now comes to us in the 
, fh% of yet another tax proposal 

- a bizarre tax on a tax which 
ultimately will be,passed on to Ule 
consumer. 

This time. Senator Packwood 
(R-OR) has introduced a new tax 
package that he says will be a 
boon to both consumers and small 
business alike. 

Included in the Senator's litanv 
of so-called reforms is a proposd 
to eliminate business deductibility 
of excise taxes. 

The liquor industry is par- 
ticularly sensitive to the federal 
excise tax issue. Last October the 
federal excise tax rose 19 percent 
for our product. If the Packwood 
proposal were to become law, this 
proposal on top of last year's tax 
hikc would mean an effective 
FET hike of 73 percent. 

Senator Packwood's press 
statements have billed his pro- 
posal as a tax on business. 
Nothing could be further from the 

by both labor and consumer 
groups, picked up on this when it 

said last week that the Senator's 
excise tax proposal "is nothing 
but a huge consumption tax that 
will fall heavily on middle and low 
income families - excise taxes," 
they said, "unlike income taxes, 
will be passed on to consumers in 
higher prices." 

And the line on these price in- 
creases is not drawn on alcohol 
beverages alone. The Packwood 
proposal will negatively affect 
gasoline and diesel fuels, the cost 
of trucks and trailers, airline 
passenger tickets and shipping 
costs, crude oil and gasoline, 
feedstocks. coal, fishing and hun- 
ting gear, telephone service, 
tobacco products and others. 

The impact on the distilled 
spirits industry will be devas- 
tating. We estimate that in Penn- 
sylvania 920 jobs will be lost and 
680 small businesses will be 
foreced to close. 

On the surface, it would appear 
that the Senator from Oregon is 
trying to close some "loopholes." 
As for the Federal excise, he's 
really calling for implementation 
of a totally regressive tax system 
that will cost jobs. hurt low and 
middle level income people the 

most, slam the doors for many. Durenberger (R-NM) 
sniall businesses and cost con- "the increased costs 
sumers millions more for many from this idea will be pa 
kinds of products they use every wholesalers and, 
day of the week. consumers." 

kas stated, 
resulting 

ssed on to 
ultimately, to 

S e n a t o r  .Packwood's  t a x  ' 

package is anti-consumer, anti- 
business and totally inconsistent ; 
with the Administration's poli,cy ' 
of no tax increases. We're all for 
progressive tax measures, but the 
excise idea, which amounts to 
nothing more than a tax, needs to 
,be stricken from the record be- 
fore it creates more problems 
]than it already has. 

W e  think .your readers should 
' 

'know, as even Senate F'inance 
Commit tee  m e m b e r  D a v e  

* -  
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- Away From Takeovers, to  'Value ~ c c o u n t b n ~ '  
By L.EE BERTON 

With the tide of takeovers, leveraged 
buyouts and asset sales or divestitures con. 
tinuing. U.S. corporations appear blinded 
by the alleged benefits of mergers and 
really don't have a proper grasp of how to 
,run a company to improve its value. 

The fault. say many critics, may lie 
with an accounting model that focuses on 
ways to enhance historical values In 
today's marketplace and ignores the most 
Important charge of management: to im- 
prove the value and potential of the com- 
pany's assets. 

"Passing assets back and forth doesn't 
appear to be creating better values for 
shareholders. customers or employees." 

' says Scott Cowen. dean of the Weather- 
head Schwl of Management at  Case West- 
em Reserve University in Cleveland. In- 
stead, says Dean Cowen. companiesshould 
devote more effort to turning out better 
products at a lower cost and tostlmulatlng 

' higher output by their employees. 
False Values? 

The National Association of Account- 
ants, a trade gmup of 45.000 management 
accountants, has joined the ranks of those 
wondering whether false values are being 
created by the profession. It has just is- 
sued new guidelines to measure company 
performance that .place less emphasis on 
financial measures Hke earnings per share 
and return on investment. 

"Companies should put more stress on 
nonfinancial measures such as market 
share, innovation, quality of service, pro. 
ductivity. and employee development." 
says Louis Bisgay, the N W s  director of 
accounting practice. If they did, adds Mr. 
Blsgay. "companies would be less Hkely to 
depend on merger partners to bail them 
cut of bad business decisions." 

+ "Accounting should highlight the poten- 
Ual value of assets to shareholders," says 
Lthony Tinker, a professor of accounting 
at Baruch College in New York. "Because 
it now stresses historical value, raiders are 
drawn to depreciated assets like moths to 
a flame." . . -. . -. 
A Study by the Citizens for Tax Justice. 

r r - -  - 

I 
a public-policy gmup opposed to bushes "waste of industry reiources from soci- 
tax breaks, shows that 11 companies that ety's standpoint." He allds: "We were 
were listed among the top 25 acquirers last training future businessmen how to keep 
year spent a total of about $40 billion for debt off their balance sheets and structure 
the takeovers. That was more than they Piing-Of-interest mergem that provided 
devoted to new buildings and equipment Fndow dressing for financial statements. 
from 1982 through 1981. according to the ' But we weren't telling them how to make 
study. By reducing capital spending, the ter products, which will In the final 
study says, the companies were able to alysis produce real pmflts and genuine 
squirrel cash away for future takeovers c' pany growth." 
and to sharply raise the pay of their top Ilker Bayban. an associate dean at 
executives. . 1 QrnegicMellon, notes that over the past 

Felix Pornerantz, director of the Center few years, the school has introduced new 
for Accounting. Auditlng and Tax Studies ccNrses for MBAs in pmduction, operations 
at Florida International University in ML. management and arU(icia1 intelligence to 
ami, recalls the early 1970s when the ace balance for the heavily finance-oriented 
counting profession became enamored of COUKeS of the past. "The craze over the 
"soclal accounting." He adds: "We wanted past few years was to show the students 
to Iwk beyond financial measurements to how to make fast money, and now we're 
the benefits to society of business decisions:. putting more stress on output, strategic 
and judgments." planning and decision-support systems for 

But interest waned as accountants dis- manufacturing." he says. 
covered that they could gain few allies in The decision to shin curriculum em- 
the buskess world by talking about a s@ phasis w a  made by the schwl after its 

' 

Carnegie-Mellon dean: "The craze over the past few 
years was to show students how to make fast money," 

cial balance sheet that measured "commu- 
nity actlon." "employee loyally" and Ule 
"pubiic good." 
- Today the concepts in soclai accounting 

are belng reconsidered, and concerns 
about social welfare are giving way to 
more hard-nosed worries that accounting 
may not really be measuring real value. 

"If anything, the concerns about social 
accounting have been replaced by a new 
discipline called 'value accounting; which 
ls focusing not so much on dressing up the 
financial statement but on .sttmulating 
management to create real value." says 
Yuji ljiri, a professor of accounting and 
economics at  Carnegie-Melion University's 
Graduate Schwl of Industrial Administra- 
tion in Pittsburgh. 

EVaf. Ijiri says that colleges are begin- 
ning to realize that an overemphasis on fi- 
nance in education [or a master's of busi- 
ness administration has contributed to the 

faculty began faulling the curriculum lor 
producln~ facile financial managerr who 
couldn't start a business Irom scratch. 
rmeae-Mellon now requires an MBA 
candldate to take two course units In man. 
ufacturing management. "Mve years ago, 
few students were attracted to courses in 
pductlon management, hut now more 
than 20'10 of our enrollment are inter- 
ested." observes Dean Baybars. 

Robert Kaplan, a professor of account- 
ing at the Harvard Business Schwl in Bos 
ton, questions "whether mergers do create 
or enhance value beyond reshuffling own- 
ership claims." Exlstiig accounting sys- 
tems, he says, conceal the underlying cast 
structure of operations and prevent many 
managers from recognizing that their com- 
panies need new production method,c 
nther than new owners. 

"Companies should analyze the fstest- 
growing cost categories, overhead and cap- 

G G i n  new cudoiers." ' ' ., 

Highlight ~efl)lencies 

bermit insides t make money, no matter 
whether the pric of company stock goes 
up or down. If th stock price rises, mnn. 
agement benefits from stock options. If 11 
falls, then manag ment has an Inside track 
to structure a le 3 eraged buyout of under- 
valued Before assets. corpo h e noies. mergers swallow up a 

lot more target assets, maybe the time 
is ripe for a clos r Iwk at value account. 
ing, the more ncc ptnbie version of social 
accounting. Rath r than locusing only rm 
whether mergers, asset purchnscs or icv 
eraged buyouts o erburden Ihe new man. 
agement. may we should examlnc 
whether asset res ruclurlngs add value to 
the surviving bus ess enlltlcs. 

Business would be better able to prune 
the trees if It lea ed more nboul the for. 
est. 

Mr. Berton rot' rs ncrornllng/rom fl~c 
Journal's Nett I Yo .l: h~~rent t .  . -- 
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WASHINGTON-The ' average : - * nesses whose employees, he said, . done in mid-March that showed 
American would be asked to pay icy ' would be hurt by the House bill. . overwhel~ning opposition to on in- 
higher taxes to support wgite-offs T h e  senator'$ proposal also crease in taxes on consumers. 
for steel, oil, timber and other busi- would allow cornponies with invest- Aa the consumer group criticized 
nesses in a tax bill taking shape in melit tpx credits on their books, to  the Tnckwood bill, the Natiol~nl 

' t h e  Senate, a lobbying group use them next yenr to collect cash Federation of Independent Busi- 
from the U.S. Treasury, rather . ness soid the bill would "offer in- , charged yestcrdny. 

The bill is being drafted by the duction of excise taxes for business- than taking the credits in future centives that could epawn numbers, 
Senate Finance Committee and its es, which would raise $62 billion .years. This idea would amount to  of new firms in the near future." 
chairmnn, Bob Packwood (R-Ore.). over five yenrs. It  is presumed that $32 billion for such hard-hit indus- - The federation, which represents 

"Sen. Pockwood has iiven tho . businesses would paw, along the tries as steelmakers. 500,000 members, praised Pnck- 
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*r - . .~ASHINGTON - Members 
: 6 fhe  Senate Finance Committee 

. ' . . w e e  picking away listlessly at the 
d e w s  of a provision in the tar 

. . o g r h a u l  bill protecting 
. . . . . . . . .  hqpkbuilded recently when sud- 

. . .  . ,dmly Sen. Steven Symms, R- 
Id lho ,  slapped his fist on the 
$+ring table. 
I,t$'We're taking a huge gamble 
wi$h this," Symms declared, 
:p?nting to  the thick working 
,:document prepared by committee 
,ch%rman Sen. Bob Packwood, R- 
.0&. "We've lost simplicity. We're 
;j-u8t transferring money from 

gles to get consensus for a docu- 
d n t  that meets President Rea- 
' g a ' s  cherished dream of tax  

Details Sure to h argument 
* 1 .  . 

rate investment tax credits is too H Should municipal bonds, vital em Ths credt been a 
v e h i i  to pay for w i n g  from generous subsidy for business schook to stadiums, lose mei tax- 

the ONemment.w up exempt status? Sen. Pack, percent of new equ~pment and 
' w d s  initial effm to do this vir-,. machinery costs. It would be 

tually sent the bond market into ' repealed as part of the tradeoff 
cardiac arrest. Senate Finance for lower rates - but 
Committee members ''led R-Ore wants the ~ovemment to .out the idea of taxing existing idd, At more than $30 bnson in - municipal ban& But M d d i  unused Mdtp hB has been reached on whether ,damltural industries bonds issued 2fi.fter Jan 1. be 
sub* to the minimum tax. : ~ ~ b t i s s i e a t t h e r n p o f t b e  

l i s t , ~ ~ e x p e c t e d t o ~ ~  
' What about deprecktion th, , h, w s  p h  . -& fa - to mise $75 b i i n  thrrmgb two . -ttee manh want to - increasing the tax on develom and auto -e and no longer dowing 'dompmks a drancc~o write off bu s . t o  dedUd-- 

their investments in land and dwithwIt that -u2 a , quivalent  revenue," indsts Pack- 
'Some members ' wood, "then the thugs I nied to 

. P a w s  phn to buy off domtbtdraftca~otbcdone" 

. . 
'r@rm without tax increasea - \ 
'.* has some chance of passage income people. . 1. ~ackwood's chief aide on the 

. . . . .-.......... :: . . . .  ' . '  'bxthe .- . Senate. The Finance Com- Americans would then pay finance committee dis*8ses the 
e e e  took up his propod again more for gmoline, food, telephone complaints. ' . .  

. n e s d a y  after the Easter recess. service and airline tickets. They "There's no proof the taxes . . . . . .  . . .  .. . . . . .  : Packwood's. basic challenge is would also be digging deeper intci' 'will be paaeed on," he said. "Even ............... . . .  . <tp;preserve tax breaks for numer- their pockets to pay for a range of if they are, that's what happens . . . . . . . . . . . . .  
. . . . . . .._...... ..?I&+ interests favored by commit- life's small enjoyments, every: with excise taxes. People didn't 

... I t e t  members while keeping the thing from baseball games to a object when the cigarette tar was 
'tbr, t ,  rate a t  35 percent, a jug- glasa of beer. increased!' 
glmg act that Ls fraying tempers "This imue is the one of great- Some sey Packwood, known 
d ~ g  the tedious hours of draft- eat interest," said Sen. Bill Brad- be lukewarm 'on the need for tax 

' ing a bill. I t  involves trade-offs ley, D-N.J. "We've got 10 or 11 revision, is deliberately heading 
' . few wantto make. senatore on the 'committee who into the eye of the storm to dem- 

6 ?'It's like giving.a starving man have serious reservations about . onstrate the futility of the entire 
a halc," grumbled Symms, refer- excise taxes." . : effort to reform the tax code. 
iing to Packwood's inclusion of "It's bizarre, preposterous," "He's a smart man who thinks 

. - . . . .- breaks for the building industry the whole exercise is unneceesary 
. . . .  .. .......... .. -.-. . :. r: ,:" wbile subjecting i t  to a minim- - and truitless," said one lobbyist. 

......... . . .  ...... . . . . . . .  
"' .num corporate tax. "Just a s  he "The clamor being raised now 

. - .  , ..- . ._ - . . .  . . .  -.. . -  . . . .  . . . . . .  atprts to take a bite, it's taken group, a t  a midweek press con- could be proving his point." . . . .  . . . . . . .  
. . . : . .  . - -;. ;. :: :.:.:.-:. :-:-x'.:: :. . away from him:'' ....... . . . . . . .  .... .... - .-. 5 . . . .  ference called t o  denounce the "That's not logical," responded: ........ 

. - . -. . 
. . . . . . rGMore than 50 of Packwood's e x c k  tax plm. the  Packwood aide. "it's just 

. . . . .  . . S i n a t e  colleagues wrote him ' "For a few days, most people stupid.". 
*ently complaining that wme of sputtered about how silly i t  was. "All of life is a trade-off," 
hb proposals mean corporations But it's quite cleuiy m Packwood mid. "This committee 
@ pass on the cost of the taxes in taxes, a very large one, he has to make a decision. I t  hhas to 

consumen, in effect forcing a said. 'm t ' s  not what t u  reform find soma way to produce a reve- 
ttx hike on low- and middle- was suppoaed to be al l  about." nue-neutrd bill." . . 
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'., Change-in Excise Taxes Would Cut State 
Revenues, Taxpayer Group Official Says 
By Dave Ahurn 
WASHINGTON. Aprll2 -Excise proved. the Senate tax reform plan 

tax chan es proposed by Sen. Bob could Include the tax breaks for 
PackwA, R-Ore.. would force up those Industries and stlll ralse 
the cost of goods to consumers, re- . about the same amount of revenue 
strictlng c6nsumptlon and rcduc- 
Ing revenues that states and local- 
It12 recelve from taxes on sales of 
goods. a taxpayer group omclal sald 
today. 

"It's,, a blg problem for the 
states, sald Robert S. Mclntyre. 
the Q&ccqs for Tax Justlce federal 
tax wUcv dlnctor. 

 he pickwood plan calls tor re- 
pealing the federal Income tax de- 
ducUon that corporatlons now can 
take on exclse taxes and tariffs. 
Many economists and members of 
Co ess expect that corporatlons 
wo% pass the coat of loslngthe tax 
break on to consumers, In the form. 
of hlgher prlces. 

That would tend to nduce over& 
mnaumptlon of goods and shrink 
state and local general sales tax 
collections, Mr. Mclntyre sald. 

Sen. Packwood, the Senate Fl- 
nance Commlttee chairman. also 
hae propoeed that the tax on wlne, 
be ralsed. from 17 cents an ounce 
to about 70 cents. 

In addltlon, he proposu that tax- 
es on such Items as  alcohol, motor 
fuels. and tobacco products be 
changed from a flat rate w r  unlt to 
a per&ntage of the prlce;so federal 
cxclse tax collected rxr unlt would 

as  the House plan and current law. 
Mr. Mcln@re noted that If the 

Packwood exclse tax plan Is  defeat- 
ed. as  many protesting senators on 
the commlttee wlsh. those senators 
wlll have to put forward a substl- 
tute revenue-ralslng measure to 
wv for contlnued tax breaks for the 
ilmber and other Industries. 

Those substltute revenue-ralsing 
plans are llkely to be Just a s  obJec- 
tlonable to statw as the exclse tax 
plan. he lndlcated, sayin It Is llkely 
that substltute propoaafs wlll In- 
clude suggestions for a federal re- 
tail sales tax or for a.value added 
tax. 

A federal retall sales tax wouldbe 
levlcd at  the Wlnt of sale to con- 
aumem and would thus be vlslble to 
them. A VAT would be levled on the 
value added a t  each stage of pro- 
duction of any good. But the con- 
sumer would sUll be paylng the 
VAT. because It would be included 
in the ntall prlcc of the good. 

States have protested strongly 
that such federal levies would In- 
trude on a taxlng area that hlstorl- 
callv has been reserved to states 
and~localitles: the retall sales tax. 

Mr. McIntvn sald that federal re- 
rlse every Ume prices rose. tall sales afid VAT levles were re- 

.  hose increases in fq!eral e~c l se  jected by the Treasury Department. 
tax- -would hurt state'consump when It wrote the original version 
tldn'taxes" that speclflcally target of the tax reform plan unvelled In 
those goods, Mr. McIntyre 1984, and by the House In Its vcr- 
predicted. slon of tax d o r m  passed last 

Sen. Packwood's propo& have December. 
' run Into strong opposltlon wlthln Henoted.though.thattheHousc- 

hls own mmmlttee. where a major- . passed tax reform plan would pro- 
Ity of senaton have.slgned a letter:,~ivldet'a wtndfallfor the states,'.'.ber 
exprrsslng corrcem-mat "low- and cause states that levy Income taxes 
mld@c-hcome taxpayers Wll bear usually key thdr return forms to 
thk, brunt of-thcx ~ ~ c c a s l v e  tax ,; l n f o ~ t l o n  thatlsprovlded by tax- 
NkiS." pziycm on federal tax returns. 

The Packwocd urcl* tu. @n Because the Home tax reform 
vwM d o c  $75 bLlllon over the plan would bmaden the federaI ln- 
next !lve y a m .  whkh wwld be coma bases on which 1ndivIdlUl.a 
uscdtoolf~Ctm+n~ebssesrCdt- andcorpocrtbnsmustprytuw. 
1% fmm h l ~  pLn to pro* tax re+ d m y  c~btlblg tu deduc- 
braks Tor cerWn ~ndustrlcs. t(onsandutcmptbnrvouldbord- 

He wants to retain tax b m  for en skate m. he noted. 
the Umber. 011, lad ys I n d u d r k s  That would man states would 
that the Harrc vdcd to kkte from &ve p u t v  menucs. without 
the cwent f cdcd  lnun~~ tu bAm tP I m p -  
c o d c Y t h e a c ( s t t a x p L n & ~  lnghlghertumte.hcwdudad.( 

A 



ITax reformer believes businesses shoul 
I' i~ m v s  JEWNO 

$oralfoq the UI burden on mlddle- 
Income taxpayers will contlnue to 
Zncnuc rr Congnrc seeks ways to 
;klmes the fadud budgd a rpokts- 
'lau4 for a pubUc intcnrt M lobby A d  
h d n d y .  

lounc  of Fortune !NI companlsr pdd 
Pnle or DO tU[w lwt y w  thank to r 
lethora of tu code mtndmenk r m p  b g from a c o t l t W  w t  depredation 

b rtaurch m d  development credits. 

pmow but prrtlcululy middle- 

The group's recently completed 
' L d y  found that between 1 0 ~ 1  m d  
1884, 44 corporations "completely 
Wmlnabd thdr federal tu Uabil\tla 

"In frct, tbtrc cornprnlu enjoyed 
g2.1 blUion In total hx rebates, on top 

of their p re tu  profltr $53.6 bWon," 
r u d  the qoup's report, 

Besides M a g ,  I 1 mprPIs on 
that list prying no coqhrate t u e s  in 
1964 included Weyuhrehser Corp. m d  

3*2 In P o d d  as part of 
m elght.strte tour focusing on the 
home dirMcts of memben of the Sea. 
ate Rnance Cornmine+ said tbat a 
change in tax laws Is needed. 

Hlr group proposes elimination of 
most of the tu crd t .~  for big bwinerc, 
m d  a few that favor indlkidlul tupay- 
e n  - upecially the wealthy. 

"In very speelflc i d c w ,  individ- 
ual tu credits do help'(the general 
economy)," Wiecklng &Id. "But it's 
M pubUc policy. If you have to do it 
(urmuk help for rpedflc businessah 
i t  ahould be done on the expenditure 
'ddr" i! . 

 he compliuted w e b i f  corporate 
tu c r d u  md deductions cast the fed- 
eral government about $140 billion in 
lost tu revenue during 1985, WlecWng 
uid. HeLbeled those most offensive to 
his group as bdog accelerated asset 
depreciation allowmces, ,investment 

Wants change in tax laws 

tu cndits and the wmpleted cnntnct 
method of acwunting for taration of 
government contracts to weapons 
builders. 

1 
Accelerated depreciation ailowr 

ue t .owncn,  plr t icukiy r e d  estate 
property holderr, to depreciate for tu . 
r a m s  the full vllue of their property 
a t  a ntc much in u c u s  of real nta of 
dtorrdation. T u  credits an s method 
of'~viiding paying t u e s  on profits,. 
W~ecklng argued. The completed wn- 
tnc t  method of accounting on defense 
projects h o  m u a t  that some big wm- 
pcnita NC~I as General Dynamla and 
Boeing have avoided paying taxes for 
Y W .  

Corponte taxpayers argue these tax 
credits and exemptions nre needed u 
!ncentives for capital investment to 
bulld plants needed in the natiooal 
defense, encouragement of home coo- 
struetion urd ownership, renovation of 
downtown a r e  a r m  ind to  help some 
industries remain wmpetitlvt agdnst 
foreign anterns t lut  may be govern- : 
ment suWdized. 

Wiecklng was critical of U reform 
strategies seemingly favored by the 
Senate. He ulled mt&&ta% p l ~  by 
Sen. Bob Packwood: R-Ore., the 
flmce commlltee's cbainrim, "a'way 
to sneak In a business tu i n c n w  that 
was really an individlrrl tax incrust" 

dl pay fairer shdre :a I .  

wiecZlnp'r org&tion'wu found- 
ed seven y w s  ago, mattly through 
support by California-bued publlc 
employee unions. The p u p  b6 brord- 
ened itr bue since then to include sup 
port from a variety of citizm tax inter- 
est groups m d  some small businus 
grOUpS. , . i 

"I think we recognize tbat there 
are rul problems within the tu rye 
tern:' Wlecklng said. 'The idea was to 
find ltflrmative ways to l k  the lyr- 
tern," without resorting to dramatic 
tax reduction plans llke Clllfornla'a 
state Proporitlon 13, a meuure that 
greatly reduced property tu w e a -  
ments and was the hubinger of the m- ' 
called citizen's tu revolt of tbc late 
1970s. 

the Iedcnl budget. 

. . 
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not ~n&a& rr much. 
''That m u n t  nothlng. We're payhg 

5 mlllloa new shlreholden," raid 
Charla R Ullert r spoltamrn for 
Orark. "We feel the tax lllceudvcs are 
an rbrolute must, crpcclJly to ur- 
prnd In Be alrllne Industry, ahlcb Is 
very comptUtlve rnd vify capital 
lntenslvc." 
Ourlc plld S400,WO Lo Wes on 

protlts o! S51.7 nllllon In the 4-year 
PCFlOd TU JWtt~e Mid Orark La- 
crcued upltrl investment by 312 
wrctnt w t r  thll period. Ehlert A d  
it had inelwed 7 d p m n t  

Even tbe companlcr that Tank - '  

above average In f e d e l  W pay. 
men& mpport Ule 1081 Cu br-. A 
rpokcrrmn lor Ralrton Purl& which 
w u  rmons Ute top four tupryen In 
Ulr study, n l d  the lax le&lr.Uon was 
"phllaropb!ully correct" beam It 
promots corporate invatmest 

The xpok.rmrn n ld  Rrlston w a  

Unable (0 %c( muck b ~ c i c t  from the 
tax breaks because the company was 
In me midst of rsbuctudog and sell: 
lag off buslnmes. whlch sccounkd 
fo: the employment drop. Tax JusUcs' 
reported that R&ton1s Investment 
was down 15 percent and Its employ.. 
men1 down 21 percent, whlle divl: 
dcnd payouts were up 5 percent 

Richard Overton, corporate tax dl. 
rector st  Momanto Co., cdlled the 
Tax Justice=y "lnvalid but eye- 
catchine" Overton asked what would 
have hajpened had the cuts not been 
Daoed - 8 auestlon ohen asked In - - .  
befense of the'cuts. 

"We thought the '81 Act was iearly 
the right dlrectioa It made the tax 
code n e u M  between ConsumpUon 
and ~ b v i ~ ~  by allowlog corpore- 
UON to retain a greater portion of 
thdr vrofllf Overton said 

~ n b e  er Bwch C O ~  lac ,  which 
pala-iZ&cent of IU profits in tax- 
b during-the Cyear peiiod; credited , . - - . . . - . 

Ute tax bmaks with.helplng ;om- 
pany expand. At Aaheuser-Busch, 
employment was up 116 percent. id." 
vestment was up 23 percent and dlvi-; 
dend payouts were up 128 percent : 

"During the past five years, Aneu-,. 
ser-Busch has invested more thao. 
$2.3 billion to modernize production 
capacity, expand existing facilities . 
and build new breweries," said a '  
spokesman "There is nD questfoa 
that the tax incentivs of the act were 
a major influence on our aggreslve 
capital expenditure program." 

Buscb, however, Is siding with Tax 
Justice against the tax bill Introduced 
by Sen. Robert PacLarood. R-Oregon. 
Packwood's bill would In- m- 
clse tara on a variety ot commod. 
1Us. includioa beer and wine. Ao 
cordlng to T& Justice, Packwood's 
biU Would labe about $75 bUion over 
the n u t  five years, most of whlch 
would be used to retaln the 1981 c 
porate Incentives. 
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Pacl~w~Gd'-tax reform plan would burden middle #lass 
. . . . 

By David Withelm , , . . 
Executive Director ,, ; , 
Ciltztns for Tax Juslfcs~ ' ' 

The "l~m holr rtbby" Is resting 
mltrr r&thot Senillor Bob 
P~rkun~r l .  rhilirman of the Scnitr 
Flnnnrc (:i~n~ml~tcr, h11s finally rr. 
v ~ i t l ~ l  hlr version ol "tax rtafnrm." 

Ilndrr P:lrkrotd'w plm, federal 
-alcl~ t:)Yr% nn 1) wide ormy of 
con~tnnnlv.~~~rtl prluclh' would t ~ e  
hlkrd bv morc thiln Sn pcrcrnt,. 
Amcrfc,~n ' ritnsumm would be 
f~lrcn) lo plrk up the tab in the form 
nf hifillrr prices tor garoiine. 
rlfi;rrrltc*u. ulrlinc tlckcts. beer, 
wrnc, untl milnv olher Items. 

In krl, Parkwrtod hops lo raise 
$75 biill~~n rtwr ~ h t  next five peers 
bv ha~rtlng lhcsc ledenl sales tax. 
CE. 

I, 

Who1 would this money be used 
for? . - 

~ r d u c i n i  ihe deficit, you say? No 
such luck, 2': 

The Pnckwwd tax plan is revcn- 
ue-neutral, adhering lo the dictates 
of lhe While House. Instead, the 
money raised. from higher taxes on 
consumers would be used to finance 
the retention of some of the biggest 
corporotc loopholes on the bwks 
tday. 

., Defense conlraclors are jubilant 
bccause Packwood proposes to keep 
the special Occounting iules that 
permll them to ovoid paying taxes 
yeor after yeor. General Dynamics. . 
a Missouri.bascd company, hasn't 
paid any lederol Income tax since 
1972. Secrnlngly  mud of this 
achievement. General Dynamics' 
hnme.state senator. John Danforth, 

R-Cal., has heralded Packwood for 
doing "a remarkable job in correct- 
ing flaws in the House bill." 

Last December the House passed 
a tax bill that confounded the,ex. 
perts, the skeptics and the lobbyists 
by closing many of the loopholes 
that allow. large corporations and 
wealthy individuals to avoid paying 
taxes. The House bill would, lor ' 

'example, repeal those special ac. - 
counting rules used 5)y defense con- 
.tractors. 

Senatdr Russ~ll Long. D-Louisi- 
aria, a long-time friend of the lob- 
byists for the oil and gas industry. 
has expressed his approval of the 
Packwwd erlort to retain their ppe- 
cia1 tax' breaxs. "On the whole," 
Long told Packwood, "you've made 
a major improvement over the . 
House bill." . 

The House bill would scale back 
some of the tax loopholes that have 
become the special province of the 
oil and gas industry. . , 

Packwood proposes to keep the 
accelerated cost.recovery system. 
the form of super-last dtprpreciation 
that has been the cornerstone .of 
much of the corporate tax 
avoidance that has taken place in 
recent years. The House blll sub- 
stitutes a depreciation systeni that 
more closely-approxima~es the way 
that machines and buildinns actual- 
ly wear out or become obhele. 

Packwwd has come up with the 
idea of allowing a one-lime cashing 
out of unused investment lax Credits 
- a t  a cost to the federal treasury of 
$32 billlon. This particular provision 
represents the largest new welfare 
initiative since the2ays of the Great 
Socielv. No-tax comoanies like Gen- 
eral ~lectr ic .  with more credlts 
than lhey can use, would receive 
large refund checks under the plan. 

Evldently. Rackwood believes 
that welding together a coalition of 

In ch&ing this course, Pack- 
wood has opted lo boost the kind of 
taxes that are unrelated lo the 
abiltly to pay. As a result, whatever 
tax relief thnt lower- and middle 
income families would receive from 
long-overdue Increases in the per. 
sonal exemption and standard de- 
duction wlll be eaten away. 

According to the Bureau of Labor 
Statistics, the pmrest 20 percent of 
American families spend 3h times 
as much of their incomes on 
gasoline nnd motor oil as the richest 
20 percent of all families. 

Moreover, as a share of family 
income, the poorest 20 percent of all 
households spend seven times as 
much money on tobacco and smok- 
ing supplles, four times as much on 
alcoholic beverages, and three 
times as much on clothing, as the 
richest 20 percent. 

Therefore, Packwwd's altempt 
to raise federal sales taxes wilt have 
an extremely regressive impact - 
disproportionately affecting wag? 
earners and the omr. lravinp t h ~  

years. 1t wo~ld 
releif to mil 
tamilies. 

The House 
ing recognitl~n 
poratc tax 
not worked 

The Ioophc 
vestment, 
ca's tradc 

Ever since 
the loophole 
busily and 
their forces 
the Senate. 
their muscle 
wood's propo 

provide real, isstln# 
dle- and lowe~incomr 

bill reflected the grow- 
that burgeonin# coy- 

wpholcs simply have 
r s  intended. 

ies haven'r helped In. 
eriploymenl, or Amey!. 
pe-tormancc. 

the House blll passed, 
lobbylsls have been 

r crvousiy marshrlllng 
lor n last slend before 
4nd lhey arc pulling 
behind Senator Pack. 
al, 

Over the 
Senate has to 
rake regress1 'e 
working Arne.icon 
tect unfair ald 
corporate 
House. it fan 
trll Ihc ~ n r n n r i t r  

text few weeks, the 
make a cholcc. It con 

soles taxcson hard. 
famillas to pro- ' 

counlerproductlve 
loo>holes. Or, like Ihc 

close thclwpholcs and 
tsv  *l.nlrln-r tn nn 
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1 Tax breaks for corporations breaking rest of us'? . ,.. . . 

By Phlllp M. Slrrn 

T HE tax-reform bill passed by the 
H o w  latt y u r  elimfnattd or tight- 

ened provisions wed by corporations to 
reduce their tax burden by bUlions of dol- 
lars. Now it's the Senate's turn, and already 
corporate lobbyists are prowling Senate 
conidon warnlng Ihat if the Senate fails to 
reopen thore loophola, corporate invest- 
ment In new plait aid equipment will with- 
er and thownds of Americans will lose 
their job. 

But there's frerh evidence that senators 
should kwt t h m  warnings with skepti- 
cism, According lo  a study by Citizeh for 
Tax Jutice, a tax-reform or-tion, 
corporate tax savings written into the 1981 
tax law have not, contrary to administrr- 
lion predictions, stimulated major new in- 
vestments In plant and equipment by the 
corn anier who most fully enjoyed these 
br&. 

The study compares Bocing and R. 3. 
Reynolds. During President Rugan's first 
term, Bocing stood near the top in taking 
advantage of the tax Incentives. On $2 bil- 
lion in profits, Bocing paid no tax whatev- 
er. In fact, the company got a quarter- 
b~lllon refund. Yet Boeiig's expenditures 
for new plant and quipment declined 38%, 
and j o b  at Bocing feu 18%. 

Reynolds, by contrut, paid almost the 
highest taxu among the companies sur- 
veyed. Bdt (ha' did not prevent Reynolds 
from nurly irrpllng its new investment 
and adding 18% more jobs. k i n g  and 
Reynolds are not unwtul. The study a h  
found that the 44 lowat-taxed companies 
reduced their investments and payrolls, 
While the 43 highest-Wed firms increased 

* 
their plant outlays and their payrolls. 

That reversal of the Reagan script 
should ca& no surprise. For one thing, 
decisions-on plant and job expansion are 
governed far more by market prospects . 
than by taxes. For another, the tax law 
does not require a company to spend on 
new plant and equipment the money'it 
saves from, say, highly favorable laws gov- 
erning the write-off of old plant and equip 
ment A finn can spend its savings as it 
pleases: to give its executives a raise; to 
increase dividends to shareholders; to buy 
out another company. 

Consider General Electric. During 'the 
first Reagan term, G. E. made nearly $10 
billion in profits, yet paid not a penny of 
tax. G. E. gave its shareholders a 30% divi- 
dend increase and its chief executive of& 
cer a 141% pay raise (from $825,000 a year 
to just under $2 million). I t  also increased. 
plant outlays somewhat. Buf did G. E. need 
the tax subsidy to afford that? It's question- 
able, becaw late last year G. E. execu- 
tives considebed the firm flush enough to 
spend $6 billion to buy RCA. For that $6 
billion, nary i new machine will be bought, 
and nary a new job created (excepf per- 
haps, for lawyers and accountants). In fact, 
despite what amounted to a $4.5 billion tax 
subsidy, G. E: ended the first Reagan .term 
with 18% fewer jobs. 

G. E. is no aberration. The study found 
that the 44 companies that paid no tax on 
their $57 bi ion of profits during the first 
Reagan term enjoyed an 11% increase in 
pre-tax profits. At the same time, capital 
investments by those 44 tax-free compa- 
nies declined bv 4% and their navrolls . . 
shrank by 6%. * 

G. E.'s multibillion buyout of RCA caps a 
tidal wave of mergers. In 1980, corpora- 
tions spent $44 billion buying out other 

companies. By 1984, the figure had tripled. 
and in 1985 it leaped to an estimated $180 
billion. Such a buying mania hardly sug- 
gests that corporate (Imerica is cash-poor, 
requiring subsidies for new plant outlays. 

The tax preferences G. E. and other cor- 
porations enjoy represent just as much a 
government subsidy as, say, the dairy or 
tobacco subsidies; they add to the federal 
deficit in precisely the same way those 
direct subsidies do. Since Ronald Reagan 
twk office, corporate tax subsidies bave 
tripled - from $40 billion to $120 billion. 

They currently account for more than hall 
the federal deficit. 

Yet since they are tax subsidies, they are ' 
not included in the president's budget, a n d  
they are immune from the cuts mandated 
by the Gramrn-Rudman-Hollings deficit-ref 
duction law. That's unfortunate for us tax;:: 
payers, because we aren't getting ow mon- 
ey's worth. ... 

sparW FUIM .. . 
Philip M. Stern, Washingtun, is author 

of 'The Rape of the Tarpayer." 
I 
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The failure of corporulte tax 'incentives' 
?he Hase  a roved in Dmmbcr cgul art by 4 p r c n t  a d  &I their 

a h a  rd- I% which goes a long 1 ~ m b e r o 1  emplo m by 6 p r .  
way h a r d  rutat i  y fal- to (he f a 1  1- IS1  throuJ 1944.7hae 
h r  cadebv elasin* lmnhola krrleh com~da included Boeinc. Dow colpwrUo.nr T~ - . ... 

~viduais and by Cbemial. Tennso. "weyer- 
DmvidinR some r d i d  for low and haUSer. Umm carbide and G w  
modent&income lamiiia. 

The batlk lor h x  justice now is in 
the Senrle whve co n t e  lobby- 
isll and Ih; Rugan a % i ~ r a t i m  
plan Lo reshap (he Haae  Mil more 
lo their likins. The Home MI!. lhev 
complain. go& too lar in curbii6isihi? 
hum c m r a t c  h x  brub In the 
1s-1 lax cub. 

If corporations are  made to D ~ Y  
mwe hXU, they warn, lhey'll hive 
l e e  money far capital invalmm.t. 
which will t h r u l c n  rcnnarnm . . . . . - . . .. - - -. . . . . . . - 
g&&. Lel corporations dl the 
hook and make uo lhc dilferrncc in 
Imt revenue by iuch "rdorms" a s  
(axin worken' health insurance 
bend&, limiting the widely-used 
deduction for slate and local h x a  
and impooing a natiopl salea lax: 
the argue. 

dwever  a recent stud by '  
citimnr 1 4  T ~ X  ~us t i ce  tn3; 
ut&e well-vorn "supply-slde em. 
nomics" argument Uut corporate 
lax breaks stimulate inveslmenL 
productivity and job c~eation. CTJls 
a widely-respected research and 
lohhying group supported by unionr, 
churches. ~ubiic  inlcrat and com- 

Iorcc today dsoiie 1 9 ~ ~  and is03 
modificalik. ' . 

Surveyln 259 ot the nation's 
Iargat an f  mmt prolihble non-fi- 
nancial corporations over lhe 1GSl.M 
p r i d  the study lwnd that 44 of 
them iook advanlage d so many 
loophole that lhcy p i d  no federal 
income laxer at  all or acttially re- 
ceived net lax d u n & .  

Dsplle lheir billionr in h x  "iw 
centiva," l h a e  same 44 complnies 
reduced iycslment In plant and 

hwnd. 
On lhe other hand. the 43 com- 

p r n i s  which paid lhe highest lax-. 
achpyingatlea8tZlpercmt d i l l  
prolib into the Treasury boarled 
lhdr  opiLIl lnvatmml by m aver- 
age 21 prcent  and added 4 rmnt 
more workm lo thdr pryropi. 

"Other Leton R r  wbe igh  Ihe 
Impahnee of t axa  in i n v a h e n t  
decidonr " UK study conlinucd. It 
said lhesk lacton include demand 
lor a company's produca manage 
ma t ' s  commilrhenl lo iong-tern . 
m w U 1  interest n t a .  Wmology, 
and ov;rcapacity. 

"It aoylhing. an excessive. 
management locus on chasing after 
lax shellers seems lo have a nega- 
tive d l s t  on Investment and job 
crc~Uon as IhcpoorprlormanceoI 
the aokx comprnia illurtnta," 
the -rt bald.. . t,-'s;" -as . - 

~ h a i  did the 44 nolax corpora--. 
tiom do wilh lhclr tax bonanu? The 
stud found (hat Lcy increased lheir 
diuid;n& La stockholders bv an 
average 22 percent and raiseb the 
compensation 01 lheir chid exeeu- 
live dlicera by a speelacular 54 p r -  
cent. In addition. 11 01 lhese com- 
prnlu s nt rmrly $40 billion in the 
w n - p d c t i v e  monopoly game d 
laking over other compnia  in 1% 
alone. 

The tax "inrrnliva" nal only 
have failed to produce the promised 
i n v a h e n t  boom: hey have harm- 
ed bolh the economy and (he fair- 
n a a  01 the federal lax system the 
report aaid. Since lWl corpo'rale 
LIX loophola have trihed to $120 
billion a y u r  wcllovtrhall thecur- 
rent budget ddcit. 

The record budget d d d l s  d the 
Reagan yean in turn, have kept 
m i  interat rites s t  reeord levels. 
T h a e  high n t u  inllated lhe value 
d UK dollar whlch he1 
record t n d e  6 d d b  and I%: 
facturing jobs, the report noted. 

Corponte lax loophola currently 
a m m t  lo more Uun $1 600annurll 
lor every laxprying ~ n ~ c r l c a n  lam{ 
1y. (he rcporl wid. 

I1 lhc H o w  LIx bill i s a p v c d b y  
the S e ~ t e  and signed into law "it 
will mean that lor (he l int  l ike in 
un CaKnlEla l r i c  Baing and 
how b e m i o ~  t4 pay14 as. 
much in tax- as lhe people who 
work lhcir asscrnblv lina. tvaclheir . . -. .. . - - . . . . . ., . . . . . . . 

crs. and wax lheir fl 
t h m  will b;signiliunt lax relidlor 
the vast majority 01 hardworking 
Amuiom." lhe r e m  uld. :I / ) ' ~ ~ ~ t i s m w u ~ ~ t ~ ~ t e : ~ i t c o n -  . 
tinued. "to r u s t  the blandishments 

I !  . d lhe looohole lobbvisb. La lace UD 
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ByPAIIIPM.SlXRN 

i l @ d  p r o r l ~ h  d i y  cmpmu.~ b 
redm Uelr t u  burden by MUha of dol. 
I a n  N w  Wa kSenaWa lut~. and x l d y  
nrponk W y W  ur mr) lngSeul r  m-' 
r)d.n vrn lag Oat II the &ante hUs ta rr- 
opa lhce Imphoia, -ale lnrrrtmenl 
In n c r p l u l  a d  qu lpmat  wUI r(mu and 
cbouwndaal Arnerlcam w111 lo. Lelrjabs. 

But lhut 'r  h u h  evldmc U.1 vsa lon 
shouldtrcrl Lhrse warnlnprlL.LcpUcfna. 
Ac~WIdlIlgb 8 8luQ b 
t h  a lax nlm omW+s% 
IU U v l n p  Mt(ar h to  Uw 1% t u  law 
hare ml, mlnq lo admlnktnIhm prcdlc- 
Uom atlrnulated malor nr* Inra(omb In  
plant and qulpmeniby Ur mp.lna who 
m r t  hJly mjoyed lhae bmaks. 

IheUudy mmDzresklnland RJ. Rev- 

pmfltl, h l ngpa ld  m t u  rha lwu .  In IncC 
the eompany go( a qua~ r .b l l l lw  M n d .  
Ye1 80tln19exandllum IorncrDIanl and 
cqulpmeni decllned 38 preml,,ud jobs rl 
Boelnlfell Itpercent. 

R e M .  by mntnsL ~ l d  &or( (he 
h l g&  lun-among Uie~companla rmr. 
veyed. But Lhat dld not p m r n l  Reyrmlda 
fmm nearly lrbllnc IU  ntw lnvalmenl and 
a d d ~ g ~ # ~ t i ~ t ~ ~ o &  ., ..,.. . ~ o ~ n g  R-I* w DOL m w . . n . ~  
tludy also found mat Lhe 44 lowot-Wed 
com~anlo  reduced (heir InvuhenU and 
paymU., rbUe t b e 4 3 N y t w C l u e d  l h u  In- 
ems%ed cdlr ~ l m l  wUan  .nd Lhelr MY. 
rolls. ' 

. - 
ma t  r w e r u ~  01 UY RU#M rerfpt h w l d  

c a w  no sumrise. For w e  Llnl. declrloar 
on plant and job up.nalon are I;vmed N r  
more by market p rmpsb  Lan  by b x a .  
For anolher. the lu law do- no( ropulm a 
company lo rpnd  m mw phnt  unl tgulp 
men1 Oe money It wver Imm, ray. h l m y  . 
favorable hwa b r m l n g  (he rrflc-olfol old 

en; tobuy oulamlhercornprny. 
Cmlder General Eleclrk. During Lhc 

llnl Realm term. GE mad. m u l v  110 bll- 
IIO~ In V I~ .Y .  ycipam m i  l p ~ j  01 IU. 
CE gave Ils rhrmboldul a 30 percent d l v l  : 
dend lncrerx md I l s ch l c l u rm t l n  olflcer 
a 141 pemnlpay raflc l I m m ~ , O m a  year 
lo J u t  under n mullon). I1 also i m a r e d  
olanl wUrvr mmcwhal. But did GE acrd 

ble. becaw iate Iul y u r  GE e iau l lv ts  
c w M ~ U n U m n M m b l o r p u r d M  
bUllon lo buy RCA For &I( U blUlan. narY 8 
new machlri wUl be baubl, and nay. i c w  
Job c ~ r k d  IexcepI, perhmm lor lawyen 
and amuntmU). I n  hcL daollc wbrl 
amounkd lo a H.5 bllllon t ix  wbre,.GE 
ended.ee llnl Reagan term WIUI I8  p m t  ' 

W bllllm d.fpmllU duting (he f l n t  Reagm 
L e n  enjoyed an 11 percent Lncmue In p re  
lax Dmlllr. Al Lhe urn8 the.  ~ D I W  Invml- 
menu by Ulore 44 1 u . M  .cvmpurln dc- . 
cllned by 4 percent andLhclrpaydymllrIbr8nk 
b v t  pemnt. 

GE'r mulllbllllon buyout o l  RCA caw a II. 
d l l  wave of merps.:ln I*, b3.sUons 
spent 44 bUllw buylng oul oUw mmpanh. 
BY I*. b e  n m  had Id-. md la 1)(1 I t  
I&& io an iillmalcd dm bllllm. Such a 
buyln; rnmla barmy auUn(, Uul mr- 
wrate Amerlca h cah.mor. resutrh*lb 

i e m a t  iubsldj u. uy; the daW LW & 
bacnrubsldler; U u y  add lo Uwfedualdcfl. 
dl la n d A v  UY w m  wav dl& 
rub.ldies do. itace Ronald R;rCur ( o o ~  01- 
m. -ate IUI aubrldta h v t  tripled - 
from $40 bUllm to It24 bUllm. They cur. 
N I U Y a - h n o r r l b u ) u ) I h ~ . L  
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Who pays taxes? 
. ' Some of the things happening to a tax reform mea- vides remarkable tax concessions for the oil and gas 
sure in the U.S. Senate makes one wonder if many industry. The House bid is designed to scale back 
senators are really serious about the math. The some of these lucrati+e' loophole.; the Senate pro- 
House bill scrubbed a host of loopholes in the current h s a l  seeks to retain  them. . 

tax laws but the Senate Finance ~ommittee has been Furthermore, Citizens for Tax Justice points out, 
busy restoring these special interest jewels. the House tax bill would put major corporate tax 

Item: under the tax measure developing in the avoiders such as Boeing, General Dynantics and 
Senak, some of the biggest corporate loopholes 0x1. Dow Chemical back on the tax rolls for the first time 
the books today that the House deleted have been re- 5 years. 
h-ieved by the upper ~hamber. ~h%&&Li for Tax . These companies would join consumers who have 
-Justice, a sort of Washington wa&doiOrganization, ;ever left the tax rolls. What's more, the Senate Fi- 
says the restoration will put smiles on the faces of de- qance idea of tax refom would have 
fense contractors. You would smile too if special ac- answers paying a great deal more tax. . . 
cow@g rules ~nnitted your company to avoid Pay- j The plan would boost federal sales tqeq  up to 50 
ing taxis year aftq year on defense projects. - percent on an array of consumer products gaso- 

One of the largest defense contractors in the c0u.n- line, cigarettes, airline beer, wine and m a y  - 
-try, General Dynamics, a Mi~s~uri-based CorPo- other items. Collections from these esciq taxes are . 
ration, hasn't paid any federal income tax since 1972. pmj& to,increase by $75 billion ovir.five years. So 
A~SO a super-fast depreciation schedule, officially.. i, a way consumers wodd be financing the retention 
called the ~ccelerated Cost RWQVQY S~stenf, Pm-. of corporate loopholes. How nice. I 
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Packwood ' favors loophole --...--.- lobby 
--• The loophole lobby is resting a little more 
easily these days now that Senator Bob 

:Packwood, R-Oregon, Chairman of the Sen- 
.ate Finance Com~ttee, has finally revealed 
his versron of tax "reform!' 

Under Pa+wood's plan, federal .sales , 
taxes on a wide array of commonly~used: 
products would be hiked by more than 50 
percent. As a result, Amerlcan consumers 
would be forced to pick up the tab in the 
form of higher prices for gasoline ciga- 
rettes, airline,tickets, beer,,%ne, and many 
other ltems. , 

In fact, Packwood hopes to raise 575 bil- 
lion over the next five yean by boosting 
these federal sales taxa. : 

And what would this money be used for? 
Reducing the deficit, you say? No such 
luck. The Packwood tax plan IS revenue- 
neutral, adhering to the dictates of the 
White House. Instead, the money raised 
from hi her taxeseon consumers would be 
used to finance the retention of some of the 
bi eat corporate loopholes on the books 
togy. 

Defense contractors are jubilant because 
Packwood proposes' to keep the special ac- . 
counting rules that emi t  them to avoid 
paying. taxes year a8er car. General Dy- 
namics, a ~irsouri-basei  company, hasn't 
paid any federal income tax since 1972. 

Last December the House passed a tax 
bill that confounded the e ens, the mkep. . 
tics, and the lobbyists b 2osing many of 

1 the loopholes that allow i'arge corporabons 
, land wealth individuals to avoid paying , 

: tu.:,%,fl, . .  ~i ,, . . . . .  would, for exam<%;. 
. . . .  . . .  . . . . . .  , . :  . , 

, . .I .. , . . .  
i '  . . .  
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BY D w J v I L H E L M  

' repeal those special accounting rules' used 
by defense contractors.. . . . 

The House bill would scale back some of 
the tax loopholes that have become the s p e  
cia1 province of the oil and gas industry. 

Packwood proposes to kee the Accele- 
rated Cost Recovery S stem, t!e form of sue 
per-fast depreciation &at has been the con 
nerstone' of much of the corporate tax 
avoidance that has taken place in recent 
years. The House bill substitutes a depre- 
ciation system that more close1 ap roxi. 
mates the way that machines andbugding 
actually wear out or become obsolete. 

Packwwd has opted to boost the kind of 
taxes that arewrelated to the ability-to. 

'pay. As a result, whatever tax relief that 
ower-and middle.income famil~es would r e  

ceive from long-overdue increases in the 
personal exemption and standard deduc- 
tion will be eaten away. 

A~cordin to the federal Bureau of L a w  
Stat~stic? >fe poorest 20 percent of Amen- 
can fanujles spend 3% ,times as much of 
their incomes on gasoline and motor oil as 
the richest 20 percent of all families. 

Moreover, as a share of family income, 
fhe orest ' onesfifth of all households 
. spenr7 times as much money on tobacco 
and smokiig supplies, 4 times as much on 
alcoholic beverages, and 3 times as much . _.. 9.. . 'o ' , . . , .~~  

on dothing, as the richest one-fiith. I 

Therefore, Packwood's attempt to raise. 
federal sales taxes will have an e x t r ~ e l  
regressive impact - dis roportionately d 
fectin wageearricrs an{ the poor, leaving 
+e whto-do largely unscathed 

Unlike the Packwood ropok, tlie bid ' 

that passed the House {st year actually 
was serious about tax reform. If enacted 
into law, the House bill would put major . . 
corporate tax avoiders like Boeing, General . 

Dynamics, and Dow Chemical back.on the 
tax rolls for the first time in years. It would 
provide real, las$?g relief to 4 d d l e ~ d  . 
ower-income families. 

The House bill reflected that growing 
reco ition that burgeoning co rate tax , 

loopgles simply have not w o x d  as i n  
tended. Instead by adding 5120 billion r 
year to the budget defici4 they are a big 
part of the problem. 

Ever since the House bill passed, the 
loophole lobbyists have been busily 
marshaling theu forces for a l ap  stand be- 
fore the Senate. . 

Over the next few weeks, th; senate has 
to make a choice. it can raise regressive 
sales taxes on hardworkin American fami- .. :. . 
lies .to protect unfair anf counte , roduc- :.:. . 

. . .  tive corporate loopholes. Or , 1% I e the 
House, it can close the loopholes and teU :. 
the corporate tax avoiders to o back to 4. ' 

making money the old-fnhionefway - by ;: 
earnrng it. .i . . . 

Wilhelm is executive director of Citizens ? 
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