Insurers hit

By Tim Richard
stat writer

Once again the Michigan insur-
ance Industry and Gov. James J.
Blanchard are on a collision course.

Two years ago the insurers won.
In the state Senate, they beat down
Blanchard’s effort to lax premiums
2-3 percent.

This time the governor is more
confident, “We subsidize them by
paying more taxes,” Blanchard told
an enthusiastic crowd of senior citi-
zens in Royal Oak last week. He pre-
dicted “we will get thls, or same-
thing like it, through the Legisla-
ture.”

" THE INSURANCE premium tax
is a little noticed part of Blanchard's
#10/20" program. The governor
Bpends most of his time talking
.about giving $100-a- -year income lax

anchard on pay

‘Domestic insurance
companies don’t pay
$8T — well, the
combined entire
industry hardly pays $1
million in SBT. Half the
companies don't pay
SBT at all.’

- Robert Bowman

state treasurer

thn(cs to 2.1 million
[ cost of $200 mnllun

The biggest single chunk of the
"$200 million replacement revenue
-would come from $55 million in
. premivm taxes on “domestle” insur-
ance companics — those hcadquar-
tered in Michigan.

“Foreign” companies — those
headquartered outstde Michigan —
already pay $105 million in premi-
um (taxes

“The governor is saying we don't
'pay taxes n; allA"' said Tom Ritter,

or
.Life Insurance Co. of Farmi
,Hills, He accused Blnnchard of
‘gling out Mi ife

ready very close to what the gover-
nor is proposing.”

“THE SINGLE business tix was
set up to provide relief to industries
which are expanding the rconomic
base,” Ritter went on.

From 1981 to '86 domestic life in-
surance % eme-

with Blanchard, had hls numbers
memorized:

“Domestic insurance companles
don’t pay SBT — well, the comblned
cntire indusiry hardly pays $1 mil-
lion In SBT. Half the companles
don’t pay SBT at all.

"SB’I‘ was adopted in 1974, It's a

dd

Y
ployment from 2,700 ubs to 4,500;
saw compensatlon rise from $39 mtl-
lion to $80 million: and invested $42
million worth of capital, he said.

“For that it got capital acquisition
deductlons on the SBT,” Ritter sald
inierview,

. companies for punmve actlon.”

: Ritter cited a study showing Mich-
+igan life insurance companies pay
l_rcnl estate taxes, license fees, in-
;come and payroll taxes, single busi-
-ness tax (SBT) and special assess-
“ments “cquivalent to 1,79 percent of
;all Michigan premiums, That's al-

‘GOP event will

: "Richard V. Allen, former national
‘suurlty adviser to President
+‘Reagan, will be guest speaker at an
; Oaklond County Republican functlon
* the afternoon of Thursday, Aptil 30.
+ It's the Sprlng Event of the 300
+ Club from §:30 to 7:30 in Knollwood
« Country club, 5050 W. Maple, West
Bloomfield Township.
Cost for 300 Club members is $25
a person or $40 a couple; for non-
members, $50 and $75, sald county
Republican chairman Larry Dicker-
son. Hors d'oeuvres are covered.
There will be a cash bar.
. For ticket reservations, call Re-
publican headquarters in Pontiac at
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mlmr chamv-lerlmd an insurance
premivms tax as “ultimately a tax
on savings" ir. an era where govern-
ment has teoded to tax consumption
rather than capital formation.

STATE TREASURER Robert
Bowman, in Royal Oak last week

d tax. But how do you
measure the vaiue added of an {nsur-
ance premium? The Leglslature
didn't know, I don’t know. It’s a loop-
hole big enough to drive a Mack
truck through, SBT doesn’t lend it-
s?lf well to taxing insurance compa-
nies.”

Foreign insurers are taxed on poli-
cies paid by Michiganlans at the
rates of 2 percent on llfe, property
and casualty premiums and 3 per-
cent on flre premiums. Domestle
companies’ premiums are untaxed,

"“That competitive beneflt is not
passed on to consumers,” said Bow-

feature Allen speech

338-1133.

Allen is president of the Richard
V. Allen Co., a Washington-based in-
ternational cunsulung firm. At the
Heritage

project.

Allen was Reagan’s national se-
curity adviser in the flrst year of his
administration and advised him dur-
ing his for the White

hels a d:sungulshud (cllow chair-
man of its Astan Studies Center and
of its defense
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House. He also held foreign policy
positions in Richard Nixon's cam-
paign and presidency.
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The et 'Thlﬁgé In Life Aren't Free ...

man, chlef architect of Blanchard’s
program,

SCOFFING AT the charge that
small Michlgan companles would be
placed at a competitlve disadvan-
tage if their premium revenue were
taxed, Bowman replled, “Out-of-
state companles already write 70
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percent of the premiums.”

As for a tax on premlums belng a
tax on capital, Bowman said Blanc-
hard, though pro-buslness, “is not a
striet, doctrlnalre, supply-side econ-
omist.”

And he noted that federal Income
tax reform leglslation supported by
President Ronald Reagan taxes eap-

ng premium tax

Itat galns — a form of capital taxa-
tion.

The Insurance premium tax was
flrst passed by the Leglslature in
1869, It is administered by the de-
partment of Licensing and Regula-
tion rather than Treasury. In fiscal
1985 it yielded $104.3 mlllton out of
$8,337 mlllion.
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