Sizemore I\/Ieasure /
Would Reshape regon

by Steve Novick

ne o the intiaives spon-
sored by BIl Szenore this
election season would

nake federal tax paynents

fuly deductible for state incone tax pur -
poses. By elimnating the current $3000
cap on federal incone tax deductions,
the proposed initiative would incresse
the take-hone incone of Qegon s
richest citizers, wile dang little o
nothing for low and nidd e-i ncone
Qegonians. The resulting loss of rev-
enue woul d reduce funding for prograns
supported by state incone taxes, such
as education, hedth care, pubic safety,
and services for seniars and the

d sabl ed.

Szenore s proposa would have a
greater inpact here than it wou d in nost
other states, because Qegon depends
nore heavily on incone taxes. W have
no sal es tax and have reduced property
taxes inrecent years. Qr schods, which
were once funded nainly by local prop-
erty taxes, are now funded nainly by
state incone tax revenue.

Whlike previous tax reduction nea-
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Because {:
the stae \
would  be -3
ade to use f
approxi - \
nately $306
milion in \ e
ending bal - 1
ance noney Ty ¥
(revenue thet is Lot e
cdlected but naot W
appropriated) to
dfsat the loss, the
neasur e woul d
require program cuts
o about X mllion A the tine of the
election this Novenber, less than 3.4
bllion wll ke It inthe sae s biemd
budget. Therefore, dzenore s neasure
woul d require across the board spendi ng
cuts that anout tonearly one-fifth of the
ren@ining budget for the find eight
nonths of the budget period.

Wat does this nean, in practica
terns? The overvhel ming najority of the

Sizemore's measure would
require across the board
spending cuts that amount
to nearly one-fifth of the

remaining

sures, this one woul d take ef fect i nmedi -
ady, the day after Hection Doy, ad
voud gy retroectivey to the ertire
2000 tax vyear. Accordng to the
Legislative Revenue dfice the pro-
posed neasure woul d cost about $938
mllioninlost revenue dring the curent
(July  1999-July 2001)  biennium

state budget goes to education (over 57
percent of the budget includes K12,
universities and community col | eges),
public safety (about 15 percent
incdudes prisons, couts, Sae Riice
etc.), ad hedth care (dbout 14 per-
cent includes the Gegon Halth Han
and nental hea th services), wth snaller

> -
E

anounts going to senior and
dsabed services, child pratective ser -
vices, and a smattering of other snall
prograns. These are the prograns that
voul d have to be cut.

The Legislative Fscd O fice recatly
lovered its estinate of the budget cut
thet vaudresdt framtheful deductibility
neasure, in order to take i nto account an
increase in the projected endi ng bal ance
for the 1999-2001 biennium In Murch,
when the total cut anount was estinated
to be $767 nil lion, the LFOtook a stab at
providing somne specific exanples of
patetia resuts. Accordngtothe LFQ if
$767 mllion in cuts were nade across
the board in the current budget period,
here is what woul d happen:

K12 schods would lose $323 nil -
lion the equivd et of einmnating a nost
four weeks of the school year.
Foportionad ly, Portland Riblic Shod s
voul d lose $32.3 nil lion; Bend, $6.8 nil -
lion, Mdford, $7.1 mllion, Si emka zer,
$0 nmillion; Higene, $10.6 mllion
Ferd eton, $21 nillion.

The university system would |ose
$65.7 nillion, wich could be nade up
wth a 36 percent incresse in tuition,
begi nning in Wrter Ter m 2001.

@mmunity colleges would |ose
$32.4 mllion, which coud be nade up
wth a S0percet increase in tuition in
those imstituias.

10

OREGON S FUTURE

Surmer/ Fal | 2000



Qrrections would lose $57.8 il -
lion, the eqivdet o dimnaing the
jaos of dl 1,987 corrections o ficers ad
70 percet o non-security institution
gdf fo six noths, o, dterdivdy,
releasing 4,900 innates for six nonths.

The Qegon Mdical Assistance
Program would lose $47.6 mllion,

vwiich would elinmnate coverage for

100,000 poor people receiving

health coverage care
under the Qegon

Health Aan

Sae
nental health
and devel op-
nent al dis-
aility assis-

tance would be

cut by $49.6 ml -

liey which would

equate to einnating

coverage for 100, 000

peopl e currently recei ving servi ces, and

the dimnation of residentid, oupa-

tient, and vocationd services to 8,500
per sons.

The Sae ofice foo Srvices to
Children and Famlies woul d | ose $15.9
mllion, wich codd translate ino cu -
ting 50 percent of ST staf f, nore than
950 positions. These are people who
investigate reports of abuse and
neg ect, and find foster-care services or
arrange adoptions for children in
danger. (Ateraivdy, the stae cadd
lay d f fever peodeif it reduced foster
care or adoption assistance paynents
to famlies, and reduced respite and day
care paynents.)

Sate senior and disad ed services
vould lose $33.8 million, which woud
equate to the dimnation of Oegon
Proj ect | ndependence, Gener al
Pssistance, and long term care for
about 15,500 el derly and di sabl ed per -
Sons.

The LFO has not revised these fig-
ues to reflect the curet prgection of
B2 milionintad cus To adust the
individua proections proportiondly,
sinply reduce each figure by 17.6 per -
cent. Shods, for instance, would | ose
about $266 nmillion, the university
systemwould |ose about $54 mallion,
and so on.

Ater Juy 2001, the picture does nat
change nuch. In the 2001-03 bien-
nium the neasure woul d cost approxi -
nately 2 billion ddlars; 17 percet of
the stae s projected  General
Fund/ Lottery revenue for that bi ennium

If Szenre s neasure passes, nore
noney Wil remain in the pockets of
sone taxpayers. But it does not nake
ay dfference for people at |over
incone levels. Qegonians currently
can deduct up to $3,000 of federd
incone taxes on their state incone tax
forns. Because half of al taxpayers pay
$3,000 or less infederd taxes, they are
mt o fected by the neasure. Mny
other people already get to deduct nwmst
of their federa incone tax paynents, so
their situation would not change nuch.
The average tax cut for the 94 percent
of Qegon tax filers naking under
$100, 000 per year woul d be $10.67 per
nont h.

QO egoni ans who pay wel | over $3,000
infederal incone taxes, however, woud
benefit handsomely if their tax pay-
nents vere fuly deductible. Nearly hal f
of the Qegon incone tax cut woul d go
to the 1.5 percent of Qegonians who
neke nore than $200,000 per year.
The average tax cut for pegde in this
group woul d be over $1,000 per nonth.
Qrer two-thirds of the cut would go to
the 6 percent of Qegonians who nake
over $100,000 per year. Their average
tax cut would be over $370 per nonth.

Interestingy, there is resson to
believe that not al wedthy Qegonians
ae dying for a tax cut. Sne of the
vedl thiest areass of the state, such as
west Portland and the Lake Gswego
area, voted against Masure 47,
Szenore s 1996 property tax cut plan
Apparently, a nuter of rich peogple
have decided they have an interest in
preserving pud i c servi ces.

Qrporations in Qegon aso would
benefit significantly fromthe neasure.
Grrently, corporations are given no
deduction at al for federa incone
taxes. Szenore s proposd extends full
deductibility tothemas vel|. As aresut,
corporations would receive an esti -
nated $68 nillion in tax reief in 2000-
01, and over $400 nil lion in the 2001-03
bi enni um

BIl dzenore dismsses the notion
thet his neesure is atax cut for the rich
and corporations. He has said, Amyone
w th taxabl e i ncone over $20, 000 woul d
ot ataxcu. That istecnicdly corect
but cones wth tw caveats. Frst, tax-
able incone neans incone after
exenptions and deductions, so a famly
of four naking $38,500 per year has
only $20,000 in taxable incone. Mre
inportantly, the key question is how
mich of a tax cut? According to the

Legislative Revenue G ficg afamly o
four naking $40,000 woul d get $20 per
year, or $1.66 per nonth.

Dbes the idea of naking federal
incone taxes fuly deductible on state
incone tax returns nake sense as tax
podicy? Szenwe clains that there is
sonet hing fundanental |y wong about
nt dlovng ful dedctiblity of federd
taxes. As he pusit, If youcant deduct

federal taxes, youre being taxed on
your taxes! And he says that s nordly
outrageous. | dont think dzenore s

read concernis taxing taxes, hovever.
If dl he redly cared about vas the
deductibility issue, he could have nade
a revenue-neutral proposal that woul d
have estadished ful deductibility, ht
dfset that by rasing tax rates (wWich
are nat set instone) for wealthy people
and corporations.

Moreover, there aeala o things ve
cant deduct on our state incone tax
returns, includng sone other kinds of
taxes. W cant deduct the cost of food
o ret o dahng Ad as forner
Scretay of Sae Fhil kKeisling hes
pointed out, we cant deduct the cost of
Socia Security and Mdicare taxes.

Over two-thirds
of the cut would
go to the 6 per-
cent of "
Oregonians who

s39

IAS

make over "
$100, 000 per

year. Their
average tax(cu.‘jt

Wl i ke the federal incone tax, % hese are
regressi ve taxes, wich fal nest heavily
on the nmdd e class and the poor .

M inportant tax paicy question to
consider: Shoud our tax system be
progressive? The absence of full
deductibility is part of wat nakes
Qegon s system relatively (athough
still nat very) progessive Accarding to
a 1995 Revenue Departnent fact sheet,
afanly of four naki ng $40, 000 per year
paid state incone taxes at an ef fettive

onti nued on page 17
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Sizemore Measure Would Reshape Oregon rate of about 4.9 percert; afanily of four
Qonti nued frompage 11 neking $300,000 paid at an ef fedtive

rate of about 7.6 percert.
Gving rich pecpe the tax cuts dis-
cussed above would nake QOegon s
incone tax |ess progressive. A the very

1 333-2000 e kg, <, 50,000 1 taatle

State Of Oregon General Fund ircone, and thus paying a federal tax
-l— I_ ID | E” 3 rate of 39.6 percent, the neasure woul d

|: otal= $ + ! I':'n, d fectively reduce Gegon s top nargi nal

tax rate of 9 percent to 5.4 percent. The
Legislative Revenue G fice has cdcu-

) lated thet the system woud actudly
42% K-12 Education becone regressive at about the

i ncones above $180, 000 woul d pay at a

lover ef fective rate than people who
nake $180, 000.

Bl dzenmore denounces progressive
taxaion as a Karl Mrx ntion. 1 think
that a progressive systemis a good
idea, becase it s easier for soneone

naking $300,000 to pay 8 percent of
15% Public Sa[te::'" their incone in taxes than for soneone

4% All Crher
. : naki ng $40,000 to pay 5 percent of their
Frograms 238 Muman Services incone. Ad | cofess, | mrostagec. |
think of the Glden Age of the Uhited
Sates as 194573, a period during
which we steadily reduced poverty,

oA e e - ,.,' incones rose a al levds, there vias no designeted hitter in
*‘ . My or League Basebal | ....and we had a very progressive fed-
% eral incone tax. | aso revere ArahamLincol n, who instituted

2 the first progressive incone tax. | associate progressive taxa-
| tion wth pragess, period

Sill, the nost inportant thing to consider about 3 zenore s
proposal is nat its inpact on progressivity, but the inpect it
voul d have on class sizes in pudlic schods, onthe quaity of
our universities and conmunity colleges, on heath care and
other services for children, on prograns for senior citizens wio
need alittlehdpinorder tokeep livingintheir om hongs, on
Qegon s fuue
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