Tax Policy,
Liberty. and the
Pursuit of
Happiness

An Introduction to
Oregon’s Future’s

Oregon’s tax policies sudggest a story | heard a few years
back. The woods in New Zealand are packed with poisoned bait.
When | asked a local why, he told me that it was because of water-
cress.

“Huh?” | asked, “What does poison have to do with watercress?”

“Simple,” said he,“Some bloke imported watercress from England for
sandwiches. It got loose and spread like wildfire.The waterways were
choked with it. Then a fellow got the idea that the best way to con-
trol the watercress was to bring in rabbits to eat it. Pretty soon the
country was infested with rabbits eating everything in sight. The solu-
tion to the rabbit problem? Weasels. So the rabbit problem dis-
placed the watercress problem, and weasels displaced rabbits.”

“But you solved the rabbit problem?” | asked. “Not really,” he said.
“The weasels were so much nastier, we lost sight of them.”

“What did you do about the weasels?”
“A plague of foxes,” he said.“Now we are overrun with exotics rab-

bits, weasels AND foxes, bushy-tailed opossums too, from Australia,
but that is a different story. The poison is for the rabbits, weasels, and
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foxes. So you see, it's all
because of watercress.”

hy does this story

remnd ne of the un

fddng o tex pdicy
in Qegon? lg s stat wth
Gvernor Neil Gl dschmidt. 1n 1988, he
proposed to fix the school
systemin Qegon by stabilizing state
support and naki ng | ocal | evies perna-
nent, thereby ending schod closures.
The legislature balked a the Qv-
Severd
legislative | eaders were reported to say
thet it veddht be possible to redly fix

the system unless things got worse.

fi nance

ernor s proposal s, hovever.

Wat they seened to want was a state
sdes tax, ad they vere wlling to let
things get nuch worse to wn one.  In
any case, things did get worse. Bt we
ddnt gt a sdestax Instead, ve got
Ballot Masure 5 (brought to us in 1990
by popdist activist Dn Mlintire ad
former Reed ol | ege Prof essor Thonas
P. Dennehy), which cut property tax
rates. Because the state needed to
replace the property tax revenue | ost by
schod dstricts, resposibility for dedi -
sions about school spending was
shifted fromlocd vaterstothe state l eg-
islature in S em

Masure 5 caused various unantici -
pated probens. In the first place
Qegon had always had a |evy-based
property tax system Loca jurisdictions
nade spending decisions: Ater sub-
tracting state and federa contributions
fromtheir tota budgets, they set prop-
erty tax rates to nake up the d f ference.
Masure 5 turned this process on its
head by fixing property tax rates. Loca
juisdctions novare | eft to natch their
budgets to the available funds.
Increased reliance on state noney has
reduced local discretion and honoge-
nized loca spendng levels (athough
not  necessarily service levels).
Because commercial and residential
properties are assessed dif feretly,
Masure 5 also shifted the renaining
property tax burden frombusi nesses to
honmeowner s.

To fix the probl ens caused
by Masure 5 we got
Measure 47 (spon-
sored by Bl
S zenore in
1996). Anong
other  things,
Measure 47
rodled back
assessnent s
on residentia
properties to pre-
Masure 5 level s and fixed themthere.
Then in the My 1997 vote-by-nai| el ec-
tion, Qegonians revised the Sate
Gnst-ituion to fix sone of the unin-
tended consequences of Measure 47.
Ballot Masure 50 capped property
taxes & the levd of the 19%-9% tax
year or 10 percent less than the 1995
% tax year, whichever vas less, and
linted increases to 3 percent annua ly,
wth exceptions for incresses to voter
approved bonded i ndebt edness.
Measures 47 and 50 went a | ong way
toward bal ancing tax burdens between
busi nesses and honeowners. But they
a so created newprobl ens of their own,
the nest inportant of whichis that nany
loca governnents are starved for cash.
Breficiaries of loca service inprove-
nents are no | onger autonatically odlig-
ated to pay for them (assessnents do
not autonatically rise when |oca
i nprovenents increase narket val ues).
Instead, the cost of inprovenents is
spread like peanut hbutter across the
conmmunity, and opposition to loca
spendi ng and devel opnent has intensi -
fied
As aresut of Masures 5 47 and 50,
Gegon relies nore heavily than ever
before on individual and corporate
incone taxes. Qegon doesn't tax retal
sales and the property tax has been
reduced consi derably (from5 percent of
private disposable incore in 1991 to
less than 3 percent today Hgure 1).
fs Joseph Qxtrigt expans, in his
article Qe Qegon, Two Econonmies,
one consequence of this change is that
the Portland netropolitan area has
becone a net contributor to financing
pudic services that flow d sproportion-
ady to the rest the state Nt surpris-
indy, nany of those who now bear the
brut of state taxes vat to get their cut
too. Wich brings us to the present: A
proposal to nake federa incone taxes

fuly deductible, sponsored by BII
Szemore, is headed for the Novenier
ballot. Aother ballot neasure, which
has been referred to the voters by the
legislature, would raise the federa
incone tax deduction |imt from $3, 000
to $5,000. Both proposal s woul d reduce
personal and corporate income taxes.
Senate BIl 1275 (passed by the state
legislature in 1999, but vetoed hy
Qvernor Ktzhaber) was designed to
reduce incone taxes paid by corpora-
tions in Qegon. Inaddition, Szenre s
Taxpayer Rratection Initiaive proposes
thet al newor increased state and | ocdl
fees, user charges and taxes be
referred to the vaers.

The tax neasures of recent years
share a conmon thread. Qdinary fol ks
just dont like taxes, prinarily because
taxes leave them wth less noney to
spend or save. Mre than anyone el se,
Bll Szenwre is the pditicd entrere-
neur vho has catered to these dislikes
(and hel ped to shape them as well).
dzenore is the driving force behind
Qegon Taxpayers Uited a pditicd
poverhouse in a tiny office in
d ackanas, whi ch has won seven naj or
ballot neasure canpaigns, including
Masure 47. It has lost oy twcee the
198 bdla intiaives to limt govern-
nent spendi ng and to abol i sh Mtro, the
Portland area regional governnent. In
1998, Szenore was the Republican
candi date for Gwvernor, losingtoincum
bent John Ktzhaber by an unprece-
dented margin. This Forumbegins wth
aninterviewwth Bll Szenore, in which
he explains his approach to tax paicy.

Econonmists are people too, but we
are indined to focus on the ef fid ey
d fects of taxaion Virtudly eery
tax changes the reative price
of things ad thereby dstorts
what is nade and how Bt
sone taxes are nore inefif-
cient than
athers. In
other wvords,
they  have
greater
deadwei ght
costs.

(These costs

are neasured

by the df ference between

the tax take ad the dsuility the tax
i nposes upon taxpayers.) Economsts

[ The avai dance of taxes is the only pursuit that still carries any revard —John Maynard Keynes]
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bdiee that the & fciency |osses from
taxes can be nini nzed by:

Inposing low nargina rates, which
can best be acconplished by broad-
ening the tax base as far as possib e,
i.e,, low rates on everything

i ncone, consunption, weath, etc.
are generaly better than high rates
on a fewthings.

Qbher thingsbeingeqd, it is better to
tax bed things like
pol I ution, conges-
tion and tobacco,
rather than good
things like vorking,
savi ng and
i nvesti ng

Qher things being
egd, it is kete to
tax things that ae

fixed in qutity

(like land), raher

than things that

vary a lot accord ng

to pice (like i

i nprovenent s) . =

These ideas figure e
pronmnently in the =
Forum essay on =
green  taxes by e
Xander Pat t er son.

They al so represent
the best argunent for

a broad-based con-
sunption or sal es tax.
(Econ-omists tend to
like the system of
taxes that was once
typcd in the US:
| ocal gover nnent s
relied on property
taxes and user fees,
states relied on sd es
taxes and specific
excises, and the fed-
eral governnent relied on incone and
socid security taxes.)

Economsts tend to focus on efif-
ciency even vhen they tak about fair-
ness. Mist economsts viewfairness in
terns of the berefit principe, which
argues that tax burdens should be
nat ched to the benefits rece ved. That
nation is inglicit in ny essay on the
property tax, which presunes that the
benefits provided by local governnents
are drectly proportiond to property
vdues. It is eqidt in agnets fo
greater reliance on user fees. Tony
Rfdo s adysis of Gegon s we ght-

[Figure

nle use tax is an excellent exanpl e of
howthe berefit principle works in prac-
tie

In contrast, nost other people have
sonething else in nmnd wen they talk
about fairness. BIl Jzenore clans that
it isufar totaqayes fo staestocd -
lect incone taxes wthout naking fed-
ed tax paynents fuly deductible. In
contrast, Seve Nwick naintains that

- Property T ax
e lNCOMe Tax

progressive (e.g, the federa persod
incone tax). Were tax paynments
increase faster than incone or weal th,
asaresut o fla rate tax conined wth
an exenption up to a certain lint, ve
sy the tax is degressive (eg, the
Qegon personal incone tax). And
firdly, where tax paynents do not
incresse as fast as incone or wealth,
ve say the tax is regressive (eg,

tax justice is concerned prinarily wth
ability to pay ad thet the rich have pro-
portiod |y geater aality to pay thenthe
poor or the midd e class. Gnsequently,

he argues in favor of progressive
i ncone t axes.

It mgt be wefd, a ths pont, to
explain some terns that describe the
rel ati onship between tax paynents and
incone or weal th. Were tax paynents
increase at precisdy the sane rate as
incone or vealth, ve say the tax is pro-
portiod . Were tax paynents increase
faster thanincone or wealth, as aresut
of graduated rates, ve say the tax is

acohd and cigarette taxes). Masuring
bathsides of thisrdaiashipis veydf -
ficut. Economsts would |ike to use per -
nanent i ncong®, which is defined as the
discounted present value of a house-
hdd s lifetine cash and unconpensat ed
net berefit fl owconverted to an annuity.
Bit because that gererdly isnt fea-
sible, they tend to use mitiple nea-
sures current incong, consunption
and persond rea estae that reflet
pernanent incone as proxy neasures
of incone or wealth, instead

Tutle MBide s essay on sa es taxes
loks a the question of tax fairness

[Tax reformis taking the taxes of f things that have been taxed in the
past and putting taxes on things that haven't been taxed At Buchval d ]
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fromthis perspective. Se vonders if a
sal es tax can be designed that woul d be
rougnly proportional to current incone
o even slightly progressive. Using
Qegon incone and consunption data
she finds that narrowng the tax base by
excludng food, cathing services, rents
and rea estate inplies higher rates on
the itens renaining to be taxed but has
no net ef fect onthe progressivity o the
tax overdl.

sdes tax and is quite regressive. The
reyessivity of these taxes is oy partly
dfset by taxes on owner-occupi ed
housing. This is the position taken by
the people building the Qegon
Departnent of Revenue tax nodel, and
by the Gegon CGnter for Rblic Rlicy,
aliberd thirk tank that focuses on tax
and poverty issues. It is nat redly pos-
sible to know who pays these taxes

efits incresse wth vedth that the rich
get nore fromgovernment than do the
poor. But if governnent disproportion-
adybeditsaygoap it istheliterae
pditicaly active, professioal mdd e
classes. They have property to protect
and the neans and the leisure to enjoy
education, the arts, and pubic aneni -
ties such as highways, parks and
liraries.

Because t hese

Boadening it to
include housing and
professi onal, educa-
tiond and pidic ser-
vices would increase
its proyessivity aly
digtly.

Wo pays a partic-
Uar tax isnt dvays
as straightforvard as
it seens. Hguring out
who pays the weight-
mletaxis pretty essy,
so too the persona
i ncone tax and soci a
security t axes
(earners) and nost
sales taxes (con-
SUNErs). Bt sone
taxes dont stick
vhere they land, but
are shifted forvard to
find consuners (in
the case of gross
receipts taxes and
val ue-added taxes) or
backward to workers,
property owners or
investors.

This issue is espe-
cidly pradenatic in
the case of taxes on
commer ci al and
rental properties. The
easy assunption is

[Balancing the

The state Constitution requires the leg-
islature to enact a balanced spending plan
or budget. Consequently, the volatility of
state revenues leads to large swings in
state support for various activities in order
to align the budget with revenue estimates.
Before Measure 5, the Legislature typically
coped with cyclical instability by varying
the amount of state funding for things that
were also supported by local property tax
levies, like schools. It was then possible to
increase support when the state expected
to be flush and to cut back when things
were tight. Under the old levy system, local
taxpayers automatically received property
tax relief at the top of the business cycle,
but they were forced to make up for state
revenue shortfalls in the trough. Moreover,
the legislature was able to avoid making
unpopular cuts in service levels. The state
also tended to vary salary increases and
maintenance with the business cycle, by
deferring spending in lean times and
catching up when flush. Other states often
deal with the problem of volatility in a sim-
ilar fashion, but Oregon’s levy-based
system made it a lot easier for the legisla-
ture to shift fiscal responsibility to local
property taxpayers.

Because shifting the tax burden was
easier here, Oregon was much less likely to

In that

rely on expedients developed in
other states, such

as using current revenue to support con-
struction of buildings, highways, bridges,
parks etc. during periods of prosperity, and
using debt financing to support these items
during hard times, maintaining rainy day
funds, relaxing restrictions on transfers
between restricted funds and the general
funds, and cutting services. Because the last
ten years have been especially kind to
Oregon, the state still hasn’t had to turn to
these options. That will change when we
have our next serious recession or if a
serious tax cut measure is enacted.

What are the likely consequences of the
revenue loss that would result from
Sizemore’s federal income tax deductibility
plan? If liquidity problems emerge, the
Emergency Board has wide latitude to
respond to them. It can borrow from the
state cash pool, from other funds, or even
from the public through issuance of rev-
enue or bond anticipation notes. It can
defer scheduled payments to fiduciary
accounts such as the public employee
retirement system. In addition, the
Emergency Board can request that the
Legislature be called into session to enact
spending cuts or new taxes or fees. The
state might manage to avoid making imme-

facts are debatad e,
people can easily
di sagree about what
constitutes good tax
pdicy. Qe thing ve
can know for sure is
that Qegon s current
tax systemallows a
lat less locd discre-
tion and contrd than
it dd before 1990 It
is now nore conpli -
cated (athough in
Sone ways easier to
adnini ster), nore
arbitrary and less
bal anced, dependi ng
as it does a nost
entirely on incone
taxes, a cyclicdly
unst abl e revenue
source. It shoud be
noted that the cu -
ret stae d o farsis
nat the resut o the
gve ad take of the
legislative process,
nr dd it rdy un
expert testinony. Itis
instead the creature
of Gegon s unigue
system of intiaive
and referendum a
systemthat does not
al ways  encour age

thet the ower pays the tax

case, property taxes are progressive
taxes on average. (And if pernanent

incone is considered, rather than cur -
rent incone, property owershipis also
higny corelated wth incone.) Ya &
least as far as inproverents are con-
cerned, it can be pauwsiby argued that
nst of thetax is utinatdy shifted for -
vard to fina consuners reters o
apartnents, and custoners of goods
and services from commercial and
indstrid properties. Fomthisit fdlos
that the tax on commercia, industrial
adresidatid retd progpertiesislikea

wthout a so asking howthe property tax
is actualy designed and admnistered
and howthe property is assessed.

The question of who benefits from
governnent prograns is often even
nore dif ficut to asver. Mreover, the
futher you are fromlocally paid for ad
provi ded services the harder it gets. For
exanple it is pretty clear wo berefits
from the municipal park across the
street fromny hone, but who are the
principd bereficiaries o Slve Hls
Sate Park? Hw about benefits pur-
chased wth state incone taxes? Mst
economsts agree that governnent ben-

wel | -rounded di al ogue, debate or study.
The ponr o the cdtizen intidive to
bring about sweeping institutional
change would undoubtedly please its
designer, WlliamURen, who saw the
initiative as a neans to nassive reform
of the tax system He woul d probably be
less enthusiastic about the particuar
kinds of reforns (such as cuts in prop-
erty taxes) that have been enacted in
the last decade. /s a singetaxer , he
vanted al | existing taxes to be repl aced
by taxes on the narket val ue of |and.

Fred Thompson is the Grace and Elmer

[I like to pay taxes wth them | buy civilization Qiver Wendel | Holnes ]
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Deadweight losses: the
value of the opportunities that are effec-
tively lost when people turn to less pre-
ferred substitutes as a result of taxation, or
employ less satisfactory methods of pro-
duction. These losses can measured in
terms of individual utility or in terms of the
cost to the economy as a result of the
diversion of labor, land or capital from their
best uses. For example, when personal
income taxes increase, people tend to sub-
stitute away from work (work less inten-
sively) and toward things that are not taxed
such as leisure; they may undertake more
do-it-yourself work or shift into occupa-
tions with relatively large non-pecuniary
benefits. The difference between the pre-tax
work and the post-tax leisure measures the
deadweight loss in this case.

Distributional
effects: see vertical equity.

Efficiency: Maximizing indi-
vidual utility, given existing resources.
Where things that can be purchased with
money are concerned, their utility to con-
sumers is measured in terms of their will-
ingness to pay. From the point of view of
producers or owners, utility is measured in
terms of willingness to sell. The consumer’s
net utility (consumer’s surplus) is maxi-
mized where the difference between what
he or she would pay and what she does pay
is greatest. The producer’s net utility (pro-

ducer’s surplus) is just the reverse. Efficiency
is maximized when the sum of producers’
and consumers’ surpluses is maximized.

Gross receipts tax: A
tax on business activity, sometimes called a
transactions tax. Washington State’s busi-
ness and occupation tax is an example of a
gross receipts tax. Under this tax all of
Washington’s businesses pay a .12 percent
tax on their gross revenues. In addition to
the usual effects of a sales tax, gross receipts
taxes provide incentives for organizations to
vertically integrate or to purchase goods and
services from out of state firms.

Progressive tax:A tax that
takes a larger percentage of the income of
high income people than of low income
people; an example is the graduated income
tax.

Regressive tax: A tax that takes a
larger percentage of the income of low
income people than of high income people;
examples include alcohol and cigarette
taxes.

User Fee: A fee charged by a
public agency for a service rendered; exam-
ples include bus fares, parking fees at munic-
ipal and county airports, rental charges at
public libraries, water and sewer charges,
disposal fees at public landfills.

[Defining the

Value-added tax
(VVAT): Also called a net receipts tax,
VATs tax the value the firm adds to its
products, usually defined as its gross rev-
enues less the cost of goods and services
purchased from other firms. The Michigan
VAT approximates that value by defining
value added as the sum of a firm’s payroll
and its accounting profit.

Vertical equity: Matching
tax burdens to ability to pay by income
class—this is the concern of those who
focus on the progressivity or regressivity of
the tax structure. Matching tax burdens to
ability to pay within income classes, i.e.
treating equals equally, is called horizontal
equity. Both are measured by a statistical
technique called regression analysis. We
regress the log of tax payments against the
log of some proxy for permanent income
(like current income). The coefficient of the
equation measures vertical equity: 1 means
the relationship is proportional, >1 progres-
sive, and <1 regressive. The variance of the
equation (shown by the coefficient of cor-
relation) measures horizontal equity. Using
current income as the independent variable
in the equation, cigarette taxes are shown
to be highly regressive and personal prop-
erty tax payments highly progressive, but
both have quite low coefficients of correla-
tion.The coefficient of correlation increases
substantially when estimated permanent
income is used in the property tax equa-

[I believe ve shoud al pay or tax bill wth asmle | tried but they vanted cash. Anonynous ]
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|The Governor’s

Governor John Kitzhaber recently
described his thinking on tax reform to the
Portland City Club. While he opposes Bill
Sizemore’s federal income tax deductibility
proposal as well as Senate Bill 1275 (which
reduced income taxes paid by corpora-
tions), he would like to broaden the tax
base and reduce the state general fund’s
reliance on the income tax, in order to
make state financing more stable. He thinks
a consumption tax is the best way to
broaden the tax base—a view that he
shares with Sizemore. A sales tax was
strongly advocated by at least two of the
governor’s recent predecessors, Tom
McCall and Barbara Roberts. One differ-
ence between their views and Kitzhaber’s is
that he has taken a retail sales tax off the
table, recommending a gross receipts tax or
a value added tax instead.

[The trick is tostop thinking of it as your

Both of these methods
tax business activity, which
Kitzhaber claims would
serve another worthwhile
goal: reversing the shift in
tax burden from busi-
nesses to individuals that
has taken place over the
past 20 years.With a gross
receipts tax, such as

Oregon General Fund—FRevenue Sources

[.8% Oxheor Sowrccs
(1% Llquer Revemus
.5% Interost Earndngs
T Court Reverus

- 73 A Cethior]

|.&% Insurance Tax

9% Tabaoon Ta

Washington’s business and
occupation tax, the total
gross revenue of a busi-
ness, not net profit, is
taxed. A 0.1 percent rate
in Oregon with no exemp-
tions would raise about
$750 million per bien-
nium. Michigan is the only

T Thalia”
s

IR Corporat
noomie Tax

85 A% Pereomal Incoms Tax

US. state that
imposes a value
added  tax

(VAT). In Michigan, businesses
pay a percent of total com-
pensation, plus net income
or loss.A one percent VAT
would raise about $780
million per biennium in
Oregon.

Ultimately, people pay
taxes, not businesses.
Which people would

o . shoulder the tax
“ == burden that would

i result from greater
reliance on consump-
tion taxes? Obviously
both of these taxes
vary directly with
sales—total transac-
tions in the case of
Washington’s business
and occupation tax, and
final sales to consumers

in the case of a VAT. It

is therefore reasonable
to conclude that they
would have the same
incidence as a broad-
based tax on retail sales.
Both kinds of taxes would
tend to reduce the overall pro-
gressivity of Oregon’s tax system.

-,

In the opinion of most economists, there is
really no major difference between broad-
based sales taxes and VATS, although they
tend to prefer the latter owing to efficiency
of administration. Transaction taxes, how-
ever, are generally seen as being without
merit.

One of the interesting facts about taxes
on business activity is that they go up and
down with the business cycle, just like
income taxes.While their receipts aren’t as
volatile as income tax receipts, substituting
business activity taxes for income taxes
wouldn't necessarily increase the overall
stability of state financing. If, for example,
personal income taxes were reduced by
increasing exempt income by an amount
that would increase their progressivity
enough to offset the distributional conse-
quences of a VAT, the volatility of income
tax receipts would increase, leaving overall
tax stability unchanged. On the other hand,
if income taxes were reduced at the upper
end of the income scale, by exempting fed-
eral tax payments or providing for more
favorable treatment of capital gains, overall
tax stability could be substantially
increased, but this would exacerbate the
negative distributional effects of a VAT by
making the tax system more regressive.

noney Revenue Auditor |
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Bill Sizemore: Rebs
with a Cause? |

Sizemore was interviewed on April 11, 2000
by Matteo G. Luccio, former
Editor of Oregon’s Future.

ML: Ae there any taxes you like?

BS: | think taxes are necessary. |
believe there are a nunber of issues
you can debate about taxes the way
you tax, hownuch you tax. And before
you have those debates, you need to
have the nore philosophical debate
and that is...Wat are you going to do
wth the noney you re raising, wy are
you rai sing the noney? In other words,
wat are the services that gover nnent
shoul d provi de? Wiat are the legitinate
functions of governnent? W coud
have a serious debate about that and
have had and wll have.

| thirk thet the tax thet | like the | esst
is the property tax, becase it is the
leasst rdated to the adlity to pay.
People can lose their jobs, have no
incone and the property taxes can go
up sinply because the vaue of their
house went up. Yet, if theyd hed thet
sane noney invested in a valuable
piece of artwork or instocks, they woul d
have paid no tax whatsoever on that
increased appreciation util they sod
the painting or the stack.

ML: A therefore have the cash
franthe sde...

BS: Thet s rigt, wth property taxes
your taxes go up because your val ue
vent up even though you havent sold it
and redized any incone fromit. And |
thirk thet is gossly ufar adit resuts
inala o lowincone people, especidly
el derly people on fixed incone, paying
property taxes that are 25 percent,
sonetines even 50 percent of their
incone, wen their totd incone is well
bel owthe poverty level. Now, nat even
a noney-hungry liberal would tax

elderly people whose
incones put themat half

of the poverty level and tax
them a 2550 percent of
their incone. Ad  yet,
thet s what we do wth the
property tax. The reason
ve ve done that is prinarily
because we ve put so nany
services on the property tax hill
that are urdated to property
ownershi p. School s have not hi ng
to do wth property owership.
There may have been a day
wen they dd bt this is na
suwch a tine.  The pdice fire
protection...those kinds of
things are reasonably rel ated
to property owership. Bit
30-40 percent of the property
taxes go to our schod's, and |
suggest that schools should
be renoved entirely fromthe

paety tax bill.

ML: | knowyou dont like the

property tax, but ny question was
redly onvichtax..

BS: | like? | think pracedy the
taxthat | likethe best...and | mnat sug-
gesting that we do this, because ve
wudnt dothisinavacuum Bt philo-
sophicdly the tax thet | like best is the
tax on consunption that exenpts the
besi ¢ necessities of life sothat the poor
and those of lowincone are not taxed
on the noney they need just to provide
far food hosing ad wility blls... just
to keep the place varmand the lights
on

Ala o pede ae vay aiticd o the
sdestax they say it sregessive | say
tht s nonsense, and | can prove it to

O
you in 10 seconds. Let s say we put a
10 percent sdes tax that aplies to
nothing but yachts. The only people
paying it wll be people wo can o fad
to buy ayacht. S howis that regres-
sive? | msaying that the sdes tax that
exenpts  food, housi ng, nedi cal
epeses, ad uilities, is nmt reges-
sive. Snce the poor spend nost of their
noney on those ki nds of expenses, they
vou d pay a very snall tax, if any.

| ted to like sades taxes, because
there are ather berefits. O, you tax
torists, wichisnt, by the vay, ald d
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noney. Inthe case of the 1993 Barbara
Roberts sal es tax...only about 4 percent
of the noney raised by that neasure
would have cone from tourists,
according to the Legislative Revenue
Gfice It dso taxes noney theat is
obtained illegally: drug noney, noney
tht s black narket, under the table
deal i ngs. . .when you spend that noney,
they catch you, you have to pay it.
Aso, | like the idea that ve dont have
the governnent nosing around in al of
our persona af fars naking s file tax
returns telling themeverything ve dd
wth our noney.
| thirk the sdles tax is the best
vey to tax, if it hes the rigt
exenptions. It aso encour -
ages investnent, which, ina
capitalist econony, neans
thre s nore noney out
there for conpanies and
indvidiels to borow to
start new businesses, to

expand their existing busi -

nesses, hire nor e
enpl oyees, stimilate the
econony, ad raise the
standerd of living of sod ety
in general. It discourages

consunpti on and encour ages
savings, axd tha s probably
good pudic pdicy. S 1 vaid
say | like sdes taxes, properly
. comstructed, and user fees...
. vhere only the people wo actu-
aly use the governnent service
pay for it. The prodemvith fees in
e tody s wrld is tha they ae mat
r used to reduce the burden on the
average taxpayer. They rejust an add -
tiona source of revenue for gover nnent
ontop of the edsting taxes. That s why
ve have to keep a hand e on fees, but
otherwse, they are a good way to pay

for governnent.

—

ML: You cadl yowr rado tak show
Nevs Just Hght of CGenter. Howwould
you cheracterize yor overa!l pditica
phi | osophy? How nuch nore woul d you
like to cut taxes in Qegon? Wiat is
your long term vision for Qegon s
fuue?

BS: Alot of ny opponents conpl ai n
that the tax burden on Qegonians is
Oecressing, saying that, if this neasure
pesses, ve |l be the 47th state, or 46th
state in the wrnion in taxaion, which
neans ve re alnost the lowest. Vien
infact, it shodd be the god o every

phic o ficia and every agency depart -
nent head and every public enpl oyee
to nake Qegon the lovest tax state in
the union wth the highest quality gov-
ernnent  services. | would like for
Oegon to have the | owest tax burden of
dl 3 stdes. Bt | ddso like fa it to
have the highest quality governnent
services, because our governnent is
rinef fidatly. Nowthat isthegod: hgh
quality services a the lomest possibe
price.  Ater that ve have to have the
other debate, wiich | nentioned earlier,
ad that is, wat are those services that
were going to deliver and wat are the
legitinate functions of governnent ?

ML: To wat extent do you fed that
governnent is bloated and inef fidat
and to wat extent isthe actud aray o
services too | arge?

BS: Wdl, | dnt tedtobe pditicdly
correct in ny responses. | know that
the polling shows that Qegonians want
to reduce the cost of governnent. But
they dont particdarly vat to reduce
the services available. | dont neces-
saily agee wth the vaers inthat god .
| believe ve have crested a pditicd
vorld vhere the sun rises often but
rarely sets. In other words, sonebody
cones up wth an idea for a new gov-
ernment programto provi de sone new
service, and eected of fidds by irtoit.
They vart it. They fund it. But the one
thing they alnost never seemto do is
evaluate whether that programis actu-
aly acconplishing the purpose for
vhich it was launched. There is a con-
stituency of public enpl oyees and
Oepartnent heads... and if we didnt
continue the program they wouldnt
have jobs. They present funding
requests every tw years and tell us the
sane story wth every new budget: W
spet dl ve have last ting therefore it
vasnt enough. Because of inflation
and popul ation gronth, we Il need nore
thistine... The governnent is not going
back and eval uating whether the pro-
gamitsef is actudly vorth the noney
thet vere paying for it. W\ maigit find
at thet it s exacerbating the very
prodemit clains to be trying to cure.

Wat | amtrying to say, and sone-
times | fed like a vdce crying in the
wldaress, isle sseeif thisisvrking
Rerhaps our var on poverty and illit -
eracy is cresting nore poverty ad illit -
eracy imstead of einmnating it. Mybe
governnent cant cure this problem

Mybe giving noney to people who
engage in certain kinds of behavior only
encourages them continue doing that
and encourages nore peopletodo it as
vel .

M.: & to the extent that there is
poverty, to wa edet is it pdic
respasibility to ded wth it? Is that
sonet hi ng you think can be done wth a
| eaner governnent, |ess funding and so
farth?

BS: | believe the rde of governnent
inregard to poverty is to creste to the
extent possible, an environnent in
wich gportunity exists for every cit -
izenn | donat believe that the govern-
nent shoul d have the authority to redis-
tribute ved th so that we force pegple to
be charitable. | do not believe you can
coerce charity. Bt gve every citizenthe
opportunity to increase their standard of
living Qe o the vays | bdieve that
happens is a reduction of taxes.

let me give you an exanple to
explain wat | nean. | recently exam
ined U5 Treasuy statistics regardng
the bottom 20 percent of the incone
earners in Anerica during the Reagan
years. Because Reagan cut narginal
tax rates, he was accused of engagi ng
intrickl e-down economic policy. Bt the
US Treasury statistics shovned that the
bottom20 percent didnt stay there, but
about 15 to 20 percent of them noved
up tothe next bracket, sothat they vere
inthe loner mdde class, and approxi -
nately the sane nunber noved up to
the mdd e cl ass.

ML: That probably depends al so on
wiat kind of pod they were in, in the
first dace ves it like they temporarily
dropped down and then nade a lot of
noney again. ..

BS: T srigt, it it ves true thet
therisingtide ddindeed raise dl ships.
| suggest that we no |onger neasure
how many poor we have, because
unl ess Jesus was wong, even he said,
the poor you aways have wth you.
Sorrebody s going to be in the bottom
20 percet. Roor is relative. The poor
people in Awrica are wealthy by the
standards of nany other nations. The
neasur enent shoul d not be how nany
poor people we have. The neasure-
nent should be how long are those

peopl e staying poor and how nany of
themare in fact rising, that is a noch
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nore neani ngf ul neasur enent .

| think taxes can be too high /s far
as the levd of taxation that ve have,
that we should utinately achieve, as a
rue of thunb, the average Amwrican
should not pay nore than 25 percent of
their incones intad taxation (includng
federd, state and loca taxes, as vell as
al goverment fees). If the good lord
oy takes 10 percent, | think the gov-
ernmnent ought to be ade tolive on 20
o 25 pecet. Ad | think | mbeing
probady a bit generous.

ML: You have repeatedly nade a
distinction between the people s
noney and taxes. Db you believe
that noney ceases to belong to the
peopl e the nonent it is collected by a
publ i ¢ agency?

BS: The governnent nade this
point during the debate on whether the
state wou d return the kicker refund to
the taxpayers o keep it. Ad | wvas
damingthet thet s the peode s noney
and should be returned to them The
governnent rejected that distinction
and said al the noney, indudng the
noney that wasnt a part of the kicker is
adso the pegde s noney... The pant
dviosly bang tha the fact thet it sthe
people s noney doesnt nean that it
hes to be refunded to them But the
people have said a the ballat box thet
the kicker noney goes back to them |

BS: Ta sridt, | gwit dl toyw
You buy what you re supposed to buy
but the change is nmine ad there s a
df ference between those two anounts
of noney. The governnent didnt rec-
ogize that dstinction but | thirk the
voters do.

ML: Wat do you nean by this
statenent (fromthe cover letter on the
OU veb site)?  The success of our
system of governnent is dependent
upon peopl e | i ke you and ne pl ayi ng an
activerdeinpaecting arx liberties.

BS: Reople in this world enjoy
varying degrees of liberty. Sone
people are in overt slavery, dahe
peopl e are extensively free. W are nat
as free today as we were when this
country, this repudic, ves estadished
If governnent takes 40 or 50 percent of
your noney, extracts it wether youlike
it or not, and contras wiat you can do
wth your private property, you are cer -
tany not as free as the founding
fathers and their constituents were
They protested over alot |ess noney, a
ot snaller percetage of taxation than
we suf fer under today.

ML: Bt that was wthout represen-
taimn

BS: Wel nany a Bit hes asked,
VWl you ddht like taxation wthou

““1f government takes 40 or 50
percent of your money,
extracts it whether you like it
or not, and controls what you
can do with your private prop-
erty, you are certainly not as

thrk the dstintion is red...wet the
peopl e have said they want returned to
themis their norey a a df feret led
than the noney they entrust to govern-
nent to spend for them

ML: tsyougveakid$10to goto
the store and you vart change. ..

representati on, how do you like paying
ala nore taxes wth representati on?
In 1928, the total governnent spend ng
inthis coutry vas o'y 10 percent o dl
the tatal persond inconeinthis country
and by the early 1990s that nunier had
increased dl the vay to 48 percernt...

you have to say that the trend i s sone-
wet damng. | amnat as free as |
woul d have been a couple of genera-
tions agp. S oe o the prices o
freedomis eterna viglance, and those
o us wo figt excessive taxaion |
thirk are figting to nairtan the |iber-
tiesthat shoddbeinheret tows as cit -
izens of afree society.

MI: | got on your veb site, and you
have a page wth links to other conser -
vative organizations. Db you see your
novenent here in Qegon, Oegon
Taxpayers Uhited, as a part of the
larger conservative novenent in the
Us? O ocouse there are df feret
ki nds of conservatives, fisca conserva-
tives, socid coservatives...

BS: There are dif faret rdes far df -
feret organizations to pay. W pay
perhaps the nost dif fiadt rde W are
kind of where the rubber neets the
reed in pditicss. W dont throwidess
ot for dscussion W place those
ideess onthebdla soastonat oy ds-
cuss thembut nake the actual change
inpudic pdicy that we have proposed.
That neans we re going to take the
brut of heat fromthe libera ned g,
from liberal pditicians, from pudic
enpl oyee unions that live of f o ar tax
do lars and have a vested interest in us
payi ng nore taxes. .. Sonetines | wsh |
coul d be | eadi ng one of those organi za-
tios thet just is athrk tak weeit s
dl theay,it s dl phil osophy.

ML: Bt you see that as a part of a
larger picture about the rde of govern-
nent and so forth?

BS: You can discuss how we nake
governnent nore ef fidet, o you can
cut taxes and force them to becone
nore ef ficient because they have less
noney to spend. Wich is nore ef fec-
tive? Thet s certainy a subpject vrthy
of debate, but | believe that gover nnent
wll never becone nore ef fidaet aits
omn.  For exanple, Jack Bervorth, the
superintendent of the Portland school
dstrict, staed on Tonn Hal | one night
that we had removed a nunber of
admnistrative positions and reduced
the cost of the schod dstrict by thet
amount of noney and had done so
wthout hurting the kids. And Dwght
Jaynes fromthe Qegonian, a that tine
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a sports coummist, asked, If you can
cu dl o those positios ok o the
budget wthout hurting the kids, what
verethey doinginthe budget inthe first
place? Inother vords, Jack Hervorth
had just said we have lats of noney in
there that we coud cut wthout hurting
the kids, but we ddnt cut it and
wddt hae cut it util the vaers
reduced taxes and forced us to becone
dfidat.

The government doesnt always
respond that way. | thrkthe firs vay
they respond when you pass a tax-cut -
ting neasure is to figre ot a vay to
ot aaudit, if thee s avay to ¢&t it
throm out in court...Then if they have
to nake cuts, they look for howto cut in
places that wll nake the vaters fed the
pain so they dont get the inpression
that, wow, we can cut governnent wth
no conse-

where applicable, increases in popu a-
tion, or erolnent, this neasure woul d
have a nest no ef fect on them If there
are aready cuts required as aresut of
passage of the 100 percent
deductibility neasure, they wil be nec-
essary only because the | egi sl ature and
the governnent increase spending at
aot 3a 4timestheraed iflaion..
ad in the first yer and a hdf o the
bi ennium spent noney |ike drunken
salors raher then prudently cotrdling
ther expendtures.

| vaudht presune to tel the legsla-
ture how and where to cut if any cuts
are necessary. | thirk the legtinate
fuction of dected of fiddsistopiai -
tize the expenditures of the ddlars ve
taxpayers give them | do not believe
they should have carte blanche

to the ather side o the ledger and ask
wiat wll happen to that noney if gov-
erment doesnt receiveit. WIl ve have
a bg bofire ad al get together ad
bunit? O wll it go beck into the bud-
gets of the famlies of @egon? And you
know what? | know vhat the libera
response to that staternent is. O, you
nean the wealthy fanlies of Qegon?
Well you know, ny secretary...her hs-
band s a construction verker, works
when he can, and she is a secretary a a
nodest wage. She |l save nmore than
S inths pcue | cntdl youtha
there are hundreds of thousands of
Qegon famlies that wil get a substan-
tid redctioninthar tax burden ad wil
have that noney available to better pro-
vice far thar famlies.

ML: You have said that predictions
of devastating

budget cuts if your

guences. But ;

'3 = t ut
erertual |y they Do we have the right to be T 0posal
‘o V\herepait . i (Measur e 91)
OCCUT'S ‘o unfair to people in our tax passes are scare

2 tatics just like

they  cou S system just because they are the anes (it vere
f fidat

T remore successful or wealthy? Are we Lre 5 and 47 vere

psitios  thet h - it tree thet the i -

they dnt redly somehow trying to get even mary o roason

neeo_l, _people : L Measures 5 and

thet jugt fill ast with them for making too Zddndt resdt in
on the payrdl

and consurre

pert o the

budget. Brertudly it cones to that but
not until you cut. Brady Adans, Gene
Dxfler, any nunber of Republicans
heve sad HIl if you sed ws the
noney, ve wll sperd it. If you dnt
vat us to spend it, dnt send it.
vere just paing or snall rde in
giving them the opportunity to not
sperd it, by not sedngit.

ML: You have stated that the state
cou d neet the budget lints that woul d
be inposed, shoud your full
dedctibility intiaive pess, by stating
to cut expenditure now Spedficdly,
wat do you believe the state should
cut and by how nuch?

BS: If the stae legslaue vwodd
limt dl o ther epadtues in ths
bienniumto last budget s expenditures
pus an adustrent for inflation and

authority to deternmine how nuch of our
noney they get, so that we have to live
ony on wat they leave us for our
fanmly budgets. But the noney ve do
give them..they shou d be the ones to
determne howthat noney is spent.

ML: Is it true that about 90 percent
of the state budget goes to education,
health care, public safety (prisons,
stade pdice corts, ec), sevices to
seniors and the disabl ed, and children s
services (child abuse investigation,
foster cae e0)? If that is trie went
sone of those prograns have to be
severely cut?

BS: | mfamlia wth the uses to
which the genera fund goes. For every
argunent you nake for the use of tax
ddlas | thrkit saly far that youpart

cus as large as

peopl e feared was

that, because of
the booming econony, the state vas
able to use incone tax noney to
regace mich of the lost property tax
noey? Isnt it true that if we nowcut
i ncone taxes too, there wll be nothing
left tofdl beck a?

BS: The fact remains that this nea-
sure does not cut incone taxes, it
reduces the rate of gronth of state gov-
erment. The state governnent wll still
have hundreds of millions nore in this
curent benumthanit ddinthe pre-
vious bienniumif this neasure passes.
The prodemw!l not bethat it hes less
nmoney, the prddem will be tha it
increases spending a an inordinate
rée

ML: Senate Myority Leader Gene
Dxfler, regarded as a conservative
Republican, has said that the inpact of

Surmer / Fal | 2000

OREGON S FUTURE

13



the cuts required by your
voul d be devastating.

neasure

BS: | renener what he said, and |
renenber Brady Adans quote. Thisis
one of the reasons | ma fan of term
limts. | like Gre fler, | like Bady.
Know themboth, have dealt wth them
poiticaly a far anount, but wen

indudng the of f-budget, non-genera
fund expenditures reqires it, in ae
biennium to be reduced to not nore
than 15 percent of the totd persond
incone inthe state. S before you use
Don Mintire as a credible source for
criticizing ny neasure, understand that
he has proposed a neasure that woul d
cut 3-4 tines as nuch noney out of the

““Caps on deductibility of federal

income

taxes are a politician's sneaky

way of increasing taxes without

INncreasing tax rates. You just
artificially increase the amount
of income upon which those taxes

you ve been in Salemas long as they
have, you begin to see things fromthe
bureaucrat s perspective ad it s tine
for themto...| nean Gxd bl ess themfor
dl they ve doe far or stae hua it s
tine for them to nove on. They ve
begun to believe that governnent
needs the amunt of revenue it s
edracting framits citizers.

ML: Dn Mintire, the author of
Measure 5, has responded to the
retroactive feature of your neasure by
saying | mat aloss to expanwy you
vat tosdeg it ontha hard thet fast.
Would you agree that M. Mintire
seens to think your neasure is nore
extrene than Measure 5?

BS: Wwdl, Dnis qick to critidze
anything | do, because in the nminds of
sone | have repl aced himas the | eader
of the tax revdt and wat youre
heeringthereis dearly nat anindcaion
of Don s philosophy of tax cuting It is
an opportunity to attack BIl S zenore,
soneone he considers arival. Toillws-
trate, Don Mirtire s neasure, vhichis
ging to be on the bdla this year,
reqires the state to limt its tad
spending nat just the 10 or 11hllian
in the gereral fud, but 30 hillion

déae s budget, al inoe bemnum S
he sherdy a cred e critic.

ML: According to the Legislative
Revenue ('fice over twothirds of the
tax reief to indvidds (that woud
result from Masure 91) would go to
peopl e (househol ds) who nake over
$100,000 a year. Is tha true? If mt,
wet is the correct figure?

BS | used to think that peop e wo
nake $80,000, $100,000 were rich,
until | got narried and had a house wth
fivekids init ad had dl the expenses
associ ated wth raising a famly. Nowl
think people who nake $80,000 to
$100,000 are probably just naking
enough to get by as a famly. Ad ny
heart goes out to those people who
have to live on $5,000, or $30,000 a
year. Bt | wll say that this neesure
does not discrinmnate against those
peopl e, because they can already
deduct Al of ther federd taxes onthar
stae returns. Howis it dscrinnaing
agai nst the poor to give everyore € se
the same tax break that the poor
al ready have?

ML: Db you object only to the cap
on the deduction of federa incone

taxes fromstate incone taxes, or do
you oject to proyessive taxation in
general ?

BS: Bith | thirk taxes shoud be
far fo everyore. | rgect dass enwy.
The poitics of enmvy. | think et
bahers ala o liberds is mt thet the
rich dont pay enough taxes.  Viat
bothers themis that the rich have nore
noney |eft over after they pay ther
taxes, and they thirk that s ufar. You
canillustrate that as | have in a nuner
of speeches when |iberal s have poi nted
ou to ne thet the poor pay a sligtly
higher percentage of their incore in
state i ncone taxes than the weal thy.

Ad | have gven themthis illustra-
tiar l¢ s say that the rich person pays
9 percet of their incone in taxes, bu
his incone is $200,000. That neans
hes going to pay $18,000 in stae
i ncone taxes. The poor person pays 10
percent...l mjust naking up these num
bers, these aren t preci se
nunibers...and his incone is $20, 000,
so he s going to pay $2,000 in taxes.
Now, vait a mnute the rich personis
paying $18,000, the poor person is
paying $2,000. In other vords, the rich
person is paying nine tines as mich in
state taxes for governnent services
that he or she will probably use less
then the poor person If it s ufar to
awyoe, it s probably unfair to the
weal thy person, because the street
ligts dnt shine ay brigter for him
vhen he drives by, theroads arent ay
snoother. They gt mo extra benfit,
they just pay nore. Therefore, | m
under the inpression that what redly
bathers liberds is that the rich have
nore noney left over and they dont
like thet. They vat equity of resut
rather than equaity of opportunity.

ML: Wdl, it it esa fa the
person nmaking $300,000 to pay
$20,000 than it is for the person naki ng
$50,000 to pay $10, 000?

BS: | understand the argunents for
regressive vs. progressive taxes. The
fact of the natter is, | dont know wet
the expenses are for the person wo s
wealthy., 1 dnt kowthet it s easier.
| dont know how nany kids he strying
to put through colege. | dont knowhow
much his house paynent or car pay-
nent is. Peopl e who nake nore noney
tend to increase their expenses. You
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get apay raise instead of going out
and putting that noney in the bank,
you buy a nore expensive car or a
nore expensive house...you raise
your standard of living and increase
your expenses to where you now
need that nuch noney just to get by.
Dit s real easy for soneone naki ng
$20,000 to think a person naking
$00,00 is redly loaded, rdling in
noney. Bt |1l tdl you | ve kom a
lat of vedthy peogde in ny lifetine
and | ve seen probably as nmany of
them under financial stress as any
poor person Ad | thirk it s none of
o business wether it s essier for
themto pay o harder for themto
pay. [ ve have the rigt to be
ufair to peope in or tax system
just because they are successful or
vealthy? Are we sonehow trying to
get even wth themfor naking too
nuch noney? That kind of social
engi neeri ng troubl es ne.

ML: Wy do you consider (the
current state incone tax) doudl e tax-
aion?

BS: Because under current |aw
you re paying incone taxes on
noney that you didnt get to keep but
you had to send to the federal gov-
ernnent as incone taxes. And
charging incone taxes on income
youdadt get, that vet stragt ino
the federal governnent, is taxing you
onincone that is not redly i ncone

ML: Mst other states have a
cap (on the anount of federal
incone tax that can be deducted on
state incone tax returs). ..

BS: | dont carewet other states
do, bu let ne tdl you there are a
nnber o factars... Hrst o f, thee
are, depending on whom you ask,
there are 57 states that let yau
deduct 100 percent of your federd
incone taxes on your state tax
return, so we wud not be pio-
neering to pass this neasure.
Secondly, there are a nunbber of
staes, likethe oeto our north, that
have no income tax anyway, <
throinng them into the mx would
skewthe results abit and | ead you to
sone false conclusions. There s a

state for exanple that has a $10,000
cp | bdiee there s oe state tha
alons youto deduct haf of your federd
incone tax. The fact of the natter is
thet if you look a the states that have
the initiative process, were the vaters
have a chance to speak regarding this
issue, you find that they are nuch nore
likdy to have naore deductibility of fed-
eral incone taxes. Gps on
deductibility of federa incone taxes are
apditidan s sneaky way of increasing
taxes wthout incressing taxes. It s a
back door accounting nethod for
i ncreasi ng gover nnent revenue W t hout
incressing tax rates. Yaujust atifigdly
increase the anount of incone upon
vhich those taxes are levied, and
presto, governnent has nore noney.
Bit youddnt increase taxes...Take the
tenptation anay from the pditicians.
They shoul d thank ne for renovi ng t hat
tenptati on.

ML: To the edtent tha stae ad
local governnents have aready oblig-
aed funds, are there any kind of con-
stitutional issues about cotract and so
forth? They were assuning they had a
certain anount of noney available,
they nade budgets and obligated
funds, and now retroactively this nea-
sure would undercut or reduce the
funds available in anything from
teachers sdaries to bridge comstruc-
tion..

BS: There s nothing in this neasure
that would reguire a refund of such an
anount that a governnent woul d not be
cgeble o still neeting its cotractud
obligations. There nay be sone give
and take. There nay be other services
that coud be inpacted, but there is no
governnent programthat | know of that
could be required to refund so nuch

“In spite of all the ads that you
saw on Measure 59 (on the
November 1998 ballot), with my
head floating around the screen,
with Grover Norquist, who was
supposedly a close advisor to
former speaker Newt Gingrich, |

ML: Wy did you nake your initia-
tive about taxes and fees (Masure 93)
retroactive? Ad is there a reason for
the particular date you chose?

BS: Yesh it vet beck to the |ast
general election. The neasure is
retroactive to discourage Qegon gov-
ernnents from doing what govern-
nents all across Washi ngton did i nme-
dady after the passage of 1695, thet
is, toincrease every tax they cou d pos-
sibly incresse.  Aticipaing the
response of governnent to a neasure
that requres voter approval for taxes
and fees, ve just nade it retroactive.

noney that it codd not neet its con-
tractud ddigations.

ML: The Taxpayer Protection Act
(now Measure 93) |unps together
taxes, fees and charges. Fees and
charges are simlar under the law, ht
taxes are tregted df feretly. Wy |unp
themt oget her ?

BS: Because fees are government s
secret weapon for extracti ng noney t hat
theycoddht gt inataxincresse Atax
incresse gereraly finds najor opposi -
tionbecase it sgred. It & fedts lage
goups of people. Brery fewyears the
legslaue refers a sdes tax au to the
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voters ad ve dl stonp onit, defeating
it 3tol The higest ay sdes tax hes
receéved is 29 percert, at o 9dffeaat
tries. Then ve voters do a Tarzan ve |
about having defeated once again that
cursed sd es tax.

Mavhil e, the government is busy
as atsou of sigt increasing ,000dif -
ferent fees $1, $5, $20, $100...and
raising the sane anounts of revenue
they woul d have raised wth their gen-
erd tax incresse. Bt by using fees
they have nade each one of those little
bettles toosnall tofight. | neanpeode
wll go to SHemto testify against the
sdes tax, but they vont take a day of f
work to go down to Sllemand sit in a
hearing roomfor for hours to testify
against the $2 increase in sone gov-
enent license o fee S that s how
fees and charges have becone gov-
ernnent s secret weapon. They do, a
little bit & ating we they vaddht
daretodl a once wth atax increase

ML: How do your various initiatives
rdae? Is it true that pat o yor
strategy is to overwhel m your oppo-
nents, such as the public sector
uni ons?

BS: The public enpl oyee unions
are so suspicious, theyre so cynicd.
M position is that each one of these
neasures proposes a worthwhile
change inpublic pdicy and is vorth the
dfat o piting it on the HHIla, ad
stands on its own two feet. They cone
up wth sone interesting and fanciful
theoies.

ML: Wat ef fect do you expect your
bal ot neasures to have on Qegon s
bond rating? Db you care?

BS: Let ne say this is a nonissue
| have gone through this ever since
194 wth Sate Tressurer JimHII. H
and | debeted this issue in frot o the
i ndependent enpl oyers associ ati on
back when that neasure was on the
bellot, ad | bedieve | denonstrated in
that debate that the governnent is
naking clains that are unreasonabl e.
QOegon s bod rating | believe today is
A\ and they clained that Masure
5..JimHIl vesnt the stae tressurer
then, but the one then clained that
Measure 5 would devastate Qegon s
bod rating It ddnt. They cdained
that Masure 47 would seriously hurt
Gegon shodraing It daht. S ths
isstle is a nonstarter wth the vaers,

they dnt by it adit is patetly fdse
Infact, | think you cou d denonstrate
that economies have perforned better
in states were they have | over taxes.
Ay inpact in the limtation of govern-
nent to raise revenue is of fset by the
fact that they raise nore revenue
anyway, because they lowered taxes
and therefore the econony did better
and produced nore revenue. W\ vere
very careful to give governnents every
reasonabl e protection to preserve their
bod ratings indrafting this neasure. In
fact, one provision vas drafted vord for
word by the Sate Treasurer s
dfice...ve ve essentiadly given them
everything we could give themin this
neasre to protect them S, it gets
uder ny skin a little bit wen they
nake these predictions
that are empty, hdlow
prophesi es of doom

ML: Is QOegon
Taxpayers Lhited really
threedstint led atities:
QO egon Taxpayers Lhited,
QO egon Taxpayers Lhited
PAC and O egon
Taxpayer s Lhi ted
Educat i on Foundati on?

BS: There are three organi zati ons,
but the PACreally has quite a nunber
of subsets, because the Secretary of
Sae requires you to file a separate
PAC for every neasure that you file.
We fileala o nessures...sone wll be
placed on the b lat, sone wil not, but
each one of themhas a PAG so redly
we have quite a nuniber of PACs

ML: | see, one per neasure...

BS: e per neasure, though
QO egon Taxpayers Lhited PACtends to
operate as an unbrella PAC over the
others. W do have the education
foundation, whichis a 501c3, wthin tax
exenpt  status. The other entity,
QO egon Taxpayers Lhited, wth no PAC
o education foundation after it, vas
going to be a 501c4, for |obbying pur -
poses, but we have never realy done
noch | obbying. . .

ML: W are you principd finacid
supporters, in OQegon and netiondly?
Does Anericans for Tax Reform (ATR
subsi dize QU s current canpai gn?

BS: Inspte o dl the aks that yau
saw on Measure 59 (on the Novenber

1998 bdlat), wth ny head floating
around the screen, wth Gover
Norqui st, who was supposedly a cl ose
advisor to forner speaker Newt
Gngich | have totdl you ATR doesn t
give us much noney. They dd gve us
$15,000, vhich is a tiny percentage of
the anount of noney we raised in
1997-98 and they did not contribute
one single dine to the canpaign
attenpting to pass Measure 59, which
as you know lost 49 to 51 percent. In
either 1994 or 1996, ATR did give us
nmoney, bu inthelast for years | thirk
their tatd contributions vere probabdly
around $15,000...s0 | would have to
say tha as a cotribuor they are a
mnor factor.

“Sometimes | wish
| could be leading
one of those orga-
nizations that just
iIs a think tank,
where it's all

We wll dsdose dl o oo cotribu-
tors. | knovthere Il be no secrets, ad
there wll be no surprises ather than the
fact that the anount donated to us this
yer o this dection cyde wil be |
think, noticeably higher thanit has been
inthe pest.

ML: Ae nest of your financial con-
tributions spread out anong nany
snal | contributions or are there a wad e
bunch of redly |arge ones?

BS: We wll report that thousands of
individuals have contributed snall
checks, $25, $50, $100 checks. Wévill
al so show sone people who con-
tributed thousands of dolars, eventens
of thousands of dollars. | havent done
the cdcdaions to see wat the mx wil
be, but wthout a doubt there wll be
thousands of individual s who have con-
tributed snal | anounts.

Bill Sizemore
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