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Total tats Tax Collections Climb Over $400 Billion
But Taxes Barely Outgrow Personal Income Between `94 and `9 5

State tax collections grew by 6 .7 percent

	

Chart 1 : Total State Tax Collections, 1985-1995

	

between 1994 and 1995, climbing over $40 0
billion for the first time, according to the Ta x
Foundation's latest analysis (see Chart 1) . The
three fastest growing categories of state collec -
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cent growth), property taxes (11 .4 percen t
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growth), and tobacco taxes (11 .2 percent
growth) .

However, for the most part politicians

	

$350 .0	 weren't to blame for the growth — economic
expansion in 1995 accounted for most of the
growth in state collections . Still, in his Specia l
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Report "1995 State Tax Rates and Collections, "
Senior Economist Arthur P . Hall observed tha t

o $250.0 •	 k. .

	

total state collections grew 0 .26 percent faster
than personal income between 1994 and 1995 .
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That growth rate compares with an inflation -

	

$200 .0

	

. .j

	

â , rwn

	

„

	

x

	

adjusted average of 0 .22 percent for 1985 -
1995 .
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The five states that had the highest tax
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growth relative to personal income growth
between 1994 and 1995 were Alaska, Missouri ,
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Michigan, North Dakota, and Connecticut .
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The five states that had the highest persona l
income growth relative to tax growth were
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Wyoming, New Mexico, Vermont, Hawaii, an d
New Jersey .

In his study, Dr. Hall demonstrates that the

	

$0 .0	 	 various measurements of state tax burden ca n
differ substantially . For example, Mississipp i
and New Jersey show an almost equally larg e
disparity between their per-capita and per-
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State Tax Rates continued on page 6

Holding Government Accountable
through Budget Process Reform
By Rep. Charles Stenholm (D-Texas)
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Growth Rate Surged in 1980s
Small Business Thrives in Low Tax Eras, Says Report

Since 1950, annual small business
tax collections have risen over 300 per-
cent in inflation-adjusted dollars, ac-
cording to a new study by the Ta x
Foundation, titled "A Half Century o f
Small Business Federal Income Tax
Rates and Collections" (see chart be -
low). Over the period since 1950, small
business taxes have on average consti-
tuted about nine percent of annual fed-
eral income taxes collections .

In their report, Senior Economist
Arthur P . Hall and Research Fellow Gary
Leff provide a short history of federa l
income tax rates and collections for
sole proprietorships, farms, partner-
ships, S corporations, and C corpora-
tions (those having assets of approxi-
mately $1 million or less in constant
1994 dollars) . Along the way, the au-
thors found potential correlations be-
tween U .S . tax policy and small busi-
ness development .

For example, Dr . Hall and Mr. Leff
observe that the tax cuts of 1981 started
an explosion of small business creation
and small business profitability . New
small business creation, reflected in th e
increase in taxable returns, averaged 5 . 6
percent per year between 1981 and
1989, compared with a growth rate o f
2 .2 percent between 1950 and 1980 .
At the same time, despite falling mar-
ginal tax rates — from an overall aver-
age of 40% in 1981 to 25% in 1987-89
— small business income tax collec-
tions rose from $35.2 billion in 1981 t o
$54.8 billion in 1989 (in constant 199 4
dollars) .

In addition, the authors found smal l
businesses experienced a large amount
of fluctuation in their average incom e
tax paid between 1950 and 1994 . For
example, average federal income tax
paid by small businesses in 1953 wa s
$3,814 in constant (1994) dollars . That
fell to $3,323 in 1958, rose to $4,911 i n
1968, fell to a low of $3,019 in 1983 ,
and by 1994 stood at $3,614 . The au-
thors point to three fundamental cause s
for this roller-coaster effect : changes i n
tax rates, changes in the definition of
taxable income, and trend changes in
the overall economy .

Dr . Hall and Mr . Leff found that

marginal tax rates remained relatively
stable throughout the late 1950s and
the 1960s, and the number of smal l
businesses, average small business tax-
able income, and total taxes collected
from small business all grew at a rela-
tively steady pace . A halt in this trend
occurred after the tax cuts of 1964 ,
which preceded economic growth
rates in excess of 5 .5 percent and a ma-
jor surge in taxable income .

But the inflation of the 1970 s
broke this growth pattern, driving
many small business taxpayers into in-
creasingly higher marginal tax brack-
ets . Despite the inflation-driven
"bracket creep" of the 1970s, there
was a substantial dropoff in average

income taxes paid by small businesse s
and a virtual standstill in the growth of
their total tax payments .

The major tax law changes in the
1980s, including the tax cuts of 198 1
and the Tax Reform Act of 1986, sub-
stantially reduced average small busi-
ness tax rates and preceded a surge in
both the creation of new small busi-
nesses and total tax payments .

However, the authors found that —
like the preceding growth trend of the
1960s — the 1980s trend came to a vir-
tual halt with the tax increase of 1990 ,
and the retroactive tax rate increase of
1993 that increased the average tax li-
abilities of small businesses . •

Total Small Business Federal Income Tax Collection s
(Billions 1994$)

$7 0

$6 0

$50

$40

$20

$1 0

$0

	

N ~Nf, ~ ~ h f00 fN0

	

N c0 O N V (O cp

	

NmmV l0

	

O N

m

	

w m m

	

rn

	

m m m m rn m

	

m

	

m m

Source : Tax Foundation .



3

Study Points Dramatic Rise in Cigarette Smugglin g
The growing disparity in state ciga-

rette excise tax rates has led to a dra-
matic increase in casual cross-borde r
sales, and more ominously, to large -
scale interstate smuggling, according to
a newly published report by the Tax
Foundation . The results : Cross-border
shopping for cigarettes increased an as-
tounding 395 percent between 198 0
and 1994, while cigarette smuggling in -
creased 253 percent .

But the results may not surprise
economists . The author of the report ,
Tax Foundation Economist Patrick
Fleenor, observes that the incentives to
engage in cross-border shopping an d
smuggling increase as tax differential s
between states rise. "The growing dis-
parities in cigarette excise taxes has
clearly encouraged these types of activi-
ties and has made cigarette smuggling
more profitable than ever ." Mr . Fleenor
states that these activities are facilitate d
by "the compact, lightweight nature o f
cigarettes, which make them ideal for
both casual cross-border purchases and
for interstate smuggling . "

While Mr . Fleenor notes that this i s
not a new phenomenon, the increase d
activity does represent a rebound . Fed-
eral legislation, combined with the hig h
inflation of the late 1970s, which re -
duced real tax differentials, led to a de-
cline in cross-border shopping an d
smuggling in the late 1970s and early
1980s . Since 1983, however, state s
across the country have raised cigarette
excise taxes . A marked increase in th e
variance of cigarette excise taxes has
developed, with levies ranging from a
low of 2 .54 per pack in Virginia to a
high of 82.5C per pack in Washingto n
State . To gauge the consequences of
this growing disparity in cigarette ex-
cises, the Tax Foundation developed a
model of cigarette supply and demand
and adapted it to estimate changes in
cross-border activity .

Using that model, based on histori-
cal and current sales data, the Tax
Foundation identified bootlegging
"flashpoints," or points at which the
smuggling of cigarettes is profitable, in
nearly half the states . The identifica-
tion of these flashpoints has led to
some interesting discoveries :

• For the first time, California, Mas-

sachusetts, Michigan, and New York —
with an overall average excise tax of
554 per pack and a combined popula-
tion of 65 .4 million — reported fewe r
taxable sales than Indiana, Kentucky ,
Missouri, New Hampshire, North Caro-
lina, Tennessee, and Virginia — with an
average tax of 124 per pack and a
population of 34 .4 million .

• Low-tax New Hampshire, with an
excise tax of 254 a pack and no sales
tax, sold more than twice the number
of taxable cigarettes per capita than
Massachusetts, where the excise tax i s
764 per pack. Yet according to govern-
ment data, the rate of cigarette smokin g
in the two states is nearly equivalent .

• When Michigan raised its ciga-
rette excise tax by 504 per pack in

1994, taxable sales plummeted by 2 1
percent . However, neighboring low-
tax states saw their taxable sales soar .
Cigarette sales in Indiana, for example ,
rose by 8 .5 percent in 1995, after hav-
ing fallen for several years .

• Tax-free Native American tribal
reservations have become a favorit e
stop for consumers looking for inex-
pensive cigarettes . In Washington, for
example, sales on reservations com-
prise about 14 percent of the market .

These examples highlight the cen-
tral finding of the study : Cigarette ex-
cise tax differentials and the resulting
difference in state cigarette prices have
led to both an increase in cross-border
shopping by conscious consumers an d
organized smuggling of cigarettes . •

Trends in Cross-Border Sales and Smuggling of Cigarette s
in the United States, 1980-199 4
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the lines which I proposed on the
House floor last Congress or the cap s
in the Barton-Stenholm budget process
reform bill .

If Congress and the President can
agree on a balanced budget plan it is
important that the agreement include
an enforcement mechanism to lock i n
the deficit reduction . The public is jus-
tifiably cynical about promises of a bal-
anced budget at some future date, hav-
ing witnessed several false promises of
balanced budgets in the past . The
common flaw of balanced budget plan s
enacted in the past is that they allowed
Congress and the President to avoid re-
sponsibility when the lower deficit s
they promised did not materialize . Too
often, we have seen Presidents and
members of Congress from both par-
ties react to increased deficits with a
wink and a nod and no action . An en-
forcement mechanism that holds Con-
gress and the President accountable for
our promises of lower deficits is criti-
cal to gaining public credibility for a
balanced budget plan . That is why the
Coalition budget that Rep. Bill Orton,
Martin Sabo, and others worked on
contained a strong enforcement
mechanism that required Congress an d
the President to take action if the defi-
cit fell off the glide path toward a bal-
anced budget in any year .

Our effort to enforce a balanced
budget plan and improve the budget
process mustbe done with the goal of
investing everyone equally — every
member, every program, every con-
stituent — in seeing that the process
works . In order to achieve this goal ,
everything must be on the table .
When I say everything, I do not ad d
any caveats to exempt sacred cows .
Everything includes Social Security ,
and it includes taxes .

When Congress passed the
Gramm-Rudman-Hollings Act in 1983 ,
members and special interests worke d
hard to add exemptions to a sequeste r
mechanism to make sure that if a se-
quester occurred, their favored pro-
gram was protected . By the time all of
the compromises were made to ensur e
that the sequester was politically ac-
ceptable, it had lost much of its effec-
tiveness because very few groups had a
stake in ensuring that Congress and the
President act responsibly in order to
avoid a sequester . They only way to

Holding
Government
Accountable
through Budget
Process Reform
By Rep. Charles Stenholm (D -
Texas)

There are many who might argue
that Congress should just leave the
Budget Act of 1974 alone and stop
mucking up the process of the budget
just because we members have diffi-
culty dealing with the substance of the
budget . They argue that those of us
who feel the deficit is a problem
should just cut spending by alterin g
federal programs rather than throug h
changing the process . My conclusion
is that, of course, the tough choices al-
ways will have to be made . But the
process by which we make decision s
and the way that w e talk about the
choices we face have a tremendous im-
pact on the outcome of policy

The budget process also should
hold members more accountable . The
fact that we even have spending cat-
egories which we call "uncontrollable"
is a statement of our failure in the area
of accountability . The federal govern-
ment has run deficits for 26 years in a

Our effort to enforce a balanced budget
plan and improve the budget proces s
must be done with the goal of investing
everyone equally — every member,
every program, every constituent -- in
seeing that the process works. In order
to achieve this goa4 everything must b e
on the table.

row — obviously, for all the years of
the Budget Act of `74 — and for 57 o f
the last 65 years . Obviously, no busi-
ness could function with such a
record. While the federal governmen t
has been able to avoid complete finan-
cial catastrophe, we are clearly feelin g
the pinch of fewer and fewer dollars to
expend on programs because we must
spend them on interest payments .

In that vein, I believe we shoul d
pursue several measures to make the
budget process more fiscally respon-
sible, including enforceable deficit tar-
gets such as those contained in th e
Coalition budget substitute and in legis-
lation introduced by Rep . Peter
Viscloskey ; and entitlement caps alon g

FRONT &
CENTER
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prevent a repeat of this mistake is to
avoid starting down the slippery slop e
of political accommodation for sacre d
cows and provide no exemptions . In
order for an enforcement mechanism
to be successful, the possibility of a se-
quester should be unacceptable to al l
parties involved . Once certain groups
conclude that a sequester is an accept-
able alternative, the ability to reach the
compromises necessary to make th e
process work will be undercut.

Budget process reforms will not
solve our budget problems by them -
selves. But by increasing the under-
standability, the credibility, and the ac-
countability of the budget process, the
reforms outlined here would be usefu l
tools in dealing with our problems .

Balanced Budget Constitu-
tional Amendment. The best startin g
place for budget reform is a constitu-
tional amendment requiring a balance d
budget . The constitutional amend-
ment is not a panacea . It is a first step .
It must be followed by hard choice s
and priority making . It also must b e
followed

	

other procedures whic h
will aid in the achievement of a bal-
anced budget .

Balanced Budget Enforcement .
A strong enforcement mechanism
would establish deficit reduction tar-
gets, a board of estimates, a require-
ment of the President and Congress to
follow the targets, and tough enforce-
ment mechanisms employing a poten-
tial sequestration of all programs . The
mechanism would write into law the
deficit reduction glide path that the
budget projects, and would require

Congress and the President to take ac-
tion if the deficit is projected to excee d
the target in the upcoming year, or i f
the actual deficit in the preceding year
exceeded the target. No action to
eliminate the excess deficit or increase
the targets would result in an across-
the-board sequester without exception .
There might be circumstances such as
an economic downturn or internationa l
crisis that may cause Congress and the
President to conclude that adhering t o
the deficit targets would be unwise ,
thus allowing Congress to pass legisla-
tion increasing the targets . The critica l
point is that we as elected official s
should be willing to go on record in fa-
vor of allowing higher deficits instead
of simply allowing them to happen
without responsibility.

Entitlement Caps. Placing re-
straints on the growth of entitlemen t
programs is imperative to controllin g
federal spending . The discretionary
caps of the Budget Enforcement Ac t
have served well to curb discretionary
spending but left untouched entitle-
ment spending . The failure of the BL A
to deal with the growth in entitlemen t
spending prevented it from effectivel y
controlling total spending or signifi-
cantly reducing deficits . Experience
has taught us that Congress takes ac-
tion to reduce entitlement spendin g
only under extraordinary circumstances .

It is critical that we take entitle-
ment spending off of "automatic pilot "
by imposing limits that force Congres s
and the President to take action if en-
titlement spending grows faster than
we can afford. Last Congress, I pro-
posed an entitlement cap that limited
the growth of all entitlements — in-
cluding Social Security — to benefi-
ciary growth plus inflation and an addi-
tional one percent cushion . Congress
could set separate limits on entitlemen t
spending by function so that program s
under control are not penalized if other
programs grow faster than allowed .
This Congress, I cosponsored legisla-
tion introduced by Rep . Joe Barton that
would allow Congress to establish simi-
lar entitlement caps . Both bills estab-
lished fixed limits on entitlement
spending ; allowed Congress to set pri-
orities among entitlement programs
and focus enforcement on programs
that are growing faster than intended ;
and eliminated the exemptions for fa -

vored programs .
Discretionary Caps . While th e

BEA's discretionary caps have worked
reasonably well in controlling discre-
tionary spending, the one weaknes s
comes from OMB's ability to continu-
ally adjust the discretionary caps for in-
flation once they are set . I would rec-
ommend that the Budget Act b e
amended to remove the adjustment op-
portunity and have the caps remain in-
tact as set by Congress .

Limitation on Waiving Budge t
Rules. We have waived the provision s
of the Budget Act over 600 times since
it was passed in 1974 . The credibility
of the budget process is undercut by
the routine waivers of budget rules .
Requiring that there be separate votes
on each waiver under the Budget Ac t
would ensure that the rules are waive d
only in extreme circumstances . At the
same time, we should examine the
Budget Act to identify the technica l
points of order that routinely requir e
waivers to allow the legislative process
to proceed but which are not essentia l
to maintaining fiscal discipline .

Truth-in-Legislating. Congres s
has been embarrassed on many occa-
sions by provisions in tax and spendin g
bills that the public justifiably felt ben-
efited "special interest," privileged nar-
row interests, and other members' spe-
cial constituencies . In past years, I
have introduced the Truth in Legislat-
ing Resolution, which would require
committees to include in their report s
the identity, sponsor, and cost of eac h
provision of a bill which benefits 10 or
fewer beneficiaries .

Any member who includes special
benefits would have to be willing to ex-
perience any resulting publicity abou t
those benefits . Beyond being a simple ,
good policy of honesty in legislating, it
would very likely have the secondar y
effect of reducing the number of thi s
type of special interest provision . By
assuring the public that we in Congres s
have nothing to hide, this resolutio n
will enhance the public's confidence i n
its federal legislators . •

The Tax Foundation invites a national
leader to provide a "Front and Center "
column each month in Tax Features . The
views expressed in these columns are no t
necessarily those of the Tax Foundation.
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State Tax Rates
Continued from page 1

$1,000-of-personal-income rankings -
but in opposite directions (see Chart
2) . Mississippi is ranked 39th in terms
of tax burden per capita, but is ranke d
9th in terms of tax burden per $1,000
of personal income . New Jersey i s
ranked 13th in per capita tax burden ,
but 42nd in terms of tax burden per
$1,000 of personal income . The dis-
parity can be traced to the relative per
capita income levels of the two states .
Per capita income in Mississippi i s
about 58 percent of that in New Jersey,
while the southern state's tax system i s
more progressive than the northern
state's .

Not only do states have vastly dif-
ferent tax burdens, their collectio n
methods also vary greatly . According
to Dr. Hall's report, six states - Florida ,
Nevada, South Dakota, Tennessee ,
Texas, and Washington - rely on gen-
eral sales and use taxes for a majority
of their state revenue collections .
Three states - Massachusetts, New
York, and Oregon - rely on their state
individual income tax for a majority o f
their state tax revenue. Seven states -
Alaska, Florida, Nevada, South Dakota ,
Texas, Washington, and Wyoming -
collect no state individual income ta x
revenue. Instead, they rely on collec-
tions from general sales and use, corpo -
rate income, and other levies to fill
their coffers .

Dr. Hall reports that a dozen state s
enacted legislation for 1996 that al-
tered individual income tax laws via
changes in deductions, exemptions ,
and tax credits . Six states reduce d
some or all of their individual incom e
tax rates : Arizona, California, Con-
necticut, Delaware, New Jersey, and
New York .

Only Connecticut enacted a reduc-
tion in its corporate tax rate. How-
ever, 13 states made tax law changes
for 1996 that modified the taxable base
on businesses . Nine states - Arkansas ,
Maryland, Michigan, North Carolina ,
Oregon, Pennsylvania, Tennessee ,
Washington, and West Virginia - re-
duced taxes through tax base changes .
Four states - Iowa, Minnesota, Ne-
braska, and Rhode Island - increase d
taxes through tax base changes . •

Chart 2 : State Tax Collections Per Capita and Per $1,000 of
Personal Income and Corresponding Ranks (FY 1995 )

Rank
Per $1,000 Per $1,00 0

Total
($Millions)

Per
Capita

Persona l
Income

Per

	

Persona l
Capita Income

Alabama $5,077 .8 $1,192 $63.41 46 35
Alaska 1,922 .5 3,128 131 .72 2 2
Arizona 6,223.5 1,477 72.08 25 22
Arkansas 3,391 .8 1,366 77.98 33 1 4
California 53,269 .1 1,682 71 .05 14 23
Colorado 4,529.7 1,207 51 .40 45 49
Connecticut 7,474 .1 2,282 74.78 4 1 8
Delaware 1,588 .7 2,223 91 .07 5 5
Dist . of Col . 2,438 .5 4,342 136.16 1 1
Florida 18,583 .2 1,309 57.08 42 44
Georgia 9,486,6 1,314 61 .63 41 38
Hawaii 2,874 .5 2,409 97.97 3 3
Idaho 1,733 .1 1,484 77.04 24 1 5
Illinois 16,589 .8 1,403 56.38 28 45
Indiana 8,045 .8 1,386 65.00 30 32
Iowa 4,403.4 1,551 73.35 19 2 1
Kansas 3,765.5 1,462 67.02 26 29
Kentucky 6,284 .6 1,627 87.13 16 6
Louisiana 4,677 .0 1,077 57.21 49 43
Maine 1,812 .6 1,460 70.89 27 24
Maryland 8,061 .0 1,593 61 .46 17 40
Massachusetts 11,601 .1 1,911 70.29 7 26
Michigan (a) 17,723 .5 1,858 78.42 10 1 3
Minnesota 9,327 .9 2,021 86.60 6 7
Mississippi 3,599 .2 1,333 80.37 39 9
Missouri 6,752 .0 1,268 58.45 44 4 1
Montana 1,214 .2 1,392 75.15 29 1 7
Nebraska 2,219 .7 1,358 62.13 37 37
Nevada 2,698 .3 1,755 70.36 12 25
New Hampshire 916 .5 796 31 .48 51 5 1
New Jersey 13,607 .0 1,710 58.45 13 42
New Mexico 2,844 .5 1,679 93.70 15 4
New York 34,294 .5 1,884 70.19 8 27
North Carolina 11,425 .7 1,588 76.66 18 1 6
North Dakota 958 .7 1,499 79.79 21 1 1
Ohio 15,186 .2 1,362 61 .57 36 39
Oklahoma 4,416 .5 1,344 73.96 38 20
Oregon 4,286 .0 1,365 62.43 35 36
Pennsylvania 18,262 .1 1,511 64.72 20 33
Rhode Island 1,490 .3 1,498 64.39 22 34
South Carolina 4,763 .1 1,287 68.65 43 28
South Dakota 694 .0 955 48.74 50 50
Tennessee 5,907 .7 1,123 54.87 47 47
Texas 20,288 .8 1,082 52.27 48 48
Utah 2,675 .5 1,366 74.76 34 1 9
Vermont 801 .4 1,371 65.21 32 30
Virginia 8,783 .9 1,323 56.11 40 46
Washington 10,195 .6 1,877 79.09 9 1 2
West Virginia 2,731 .9 1,495 83.18 23 8
Wisconsin 9,029 .5 1,762 80.31 11 1 0
Wyoming 666 .7 1,382 65.07 31 3 1

All States $401,594 .8 1,526 66.78

Source : Tax Foundation .
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Economics and the Flat
Earth Society

The economics profession has lon g
been known as a splintered bunch .
The duels between economists sup-
porting Senator Dole's plan and thos e
supporting President Clinton's ha s
likely done nothing to dispel this no-
tion . The battle of the econo-lists has
also illuminated some very interesting
dustbin ideas that normally hide in the
darker corners of the profession .

A recent "survey" by The Econo-
mist, Britain's news weekly, inadvert-
ently shined a little light down som e
hallowed halls . The Economist says it
randomly selected 60 macroeconomist s
from America's 15 top universities (w e
must presume the editors mean the 1 5
top university economics depart-
ments) . A survey of 15 questions relat-
ing to the economy, long-term eco-
nomic growth, and tax policy was sen t
out, and almost 70 percent of the
economists responded .

The answers the magazine receive d
were as telling about the economi c
profession as they were about thes e
particular economists' views on the
selected issues .

For example, one question in th e
survey asked, "Do you agree tha t
higher growth should be America's top

J.D. Foster
Executive Directo r
& Chief Economist

economic priority?" Notice that th e
question didn't refer to the top priority
of the United States, but to the
country's top economic priority . Al -
most half the economists responding
(49%) responded "no . "

Now, if inflation was roaring or we
had some financial crisis, or even if the
economy were growing at a historically
high rate, then it is easy to see how
economic growth might not be the top
priority . But inflation is low, there is
no crisis, and economic growth is pro-
jected by the Office of Management
and Budget to run at a paltry 2 .2 per-
cent for years to come. If these econo-
mists don't think economic growth is
the top priority, what do they think is ?
Income redistribution? Or maybe a
trade agreement with Albania ?

Another question asked respon-
dents about the effect on the economy
of a cut in marginal income-tax rate s
with offsetting spending cuts . As ex-
pected, some said it would boos t
growth by a greater or lesser amount ,
and some responded that it would have

no effect . All defensible positions . But
12 percent of these macroeconomists
from America's 15 top universities sai d
cutting marginal income tax rates in a
revenue neutral way would actually b e
"harmful" to long-term growth .
There's just no other way to say it —
what color is the sky in their world ?
Or, better yet, just how did these
people get into the university in the
first place and whose children are they
teaching ?

Finally, one question asks, "Do yo u
believe that Dole will be able to cut
taxes and balance the budget by 200 2
without cutting Medicare and defense,
as he has promised?" Based on thei r
answers to previous questions, it is not
surprising that 83 percent of these aca-
demics responded in the negative . Yet
one has to wonder just exactly what i n
their training as economists makes
them qualified to answer what is a pa-
tently political question . If asked a
question about the prospects for cold
fusion, would they once again do n
their economist's garb and offer "ex-
pert" opinion ?

The battle of economists seems t o
be a stalemate . Far more interesting ,
however, are the arguments made and
tactics used in the battle . If the survey
by The Economist offers any insight, i t
is that America's top 15 universities, a t
least, harbor some very peculiar egg -
heads . •

An annual subscription to the Ta x
Foundation's Special Reportseries can
be yours for just $25. In addition ,
individual copies of Special Repor t
and the Tax Foundation's Backgroun d
Paper series are available for $5 . Cal l
and ask for a publication list .

While you're shopping, don't for -
get to purchase the 31st edition of
Facts and Figures on Government
Finance — $60 hard cover, $40 soft
cover (33% discount to book sellers) .
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Just because a state doesn't have an in-
come tax doesn't mean it doesn't collect tax
revenues — and plenty of them, at that . Ac -
cording to the Tax Foundation's latest state ta x
collections report, while 31 percent of 199 5
state tax revenues came from individual in-
come taxes, 33 percent derived from general
sales and use taxes, and another 20 percen t
came from corporate income taxes, motor fu-
els excises, and licenses (see chart below) .

Three states — Massachusetts, New York ,
and Oregon — rely on personal income taxe s
for a preponderance of their tax collections .

At the same time, seven states — Alaska ,
Florida, Nevada, South Dakota, Texas, Wash-
ington, and Wyoming — collect no persona l
income taxes from their residents . Six state s
— Florida, Nevada, South Dakota, Tennessee ,
Texas, and Washington — gain most of thei r
revenues from general sales and use taxes . At
the same time, five states — Alaska, Delaware ,
Montana, New Hampshire, and Oregon — tak e
no sales tax collections in .

Among the state tax anomalies :
• Along with its state corporate income

tax collections, Alaska relies on severenc e
taxes from petroleum
reserves for 60 percent
of its state tax revenue .
It has no state income or
general sales tax collec-
tions .

• Wyoming relies o n
severence taxes for 3 5
percent of its state tax
revenues .

• Delaware get s
about a third of its rev-
enue from state licens-
ing .

• After its busines s
profits tax, New
Hampshire's biggest rev-
enue makers are its se-
lective sales taxes ,
which fall on such ser-
vices as hotels, restau-
rants, and nursing
homes .

• As a proportion o f
total state collections ,
Montana relies more o n
its motor fuels excises
than any other state . •

Distribution of Total 1995 State Tax Revenue by
Source, FY 1995

Individual Incom e
31 %

Includes privilege levies, including motor vehicle, hunting/fishing, alcoholi c
beverage, public utility, and occupation and business license fees .
**Includes insurance, death and gift, and severance taxes, and non-license taxe s
on public utilities .
Source : Tax Foundation.

Property
3%

Alcohol & Tobacco
3 %
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