Capital gains tax debate flairs

By Tim Richard
stalf writer

A suburban legislator and Michigan's
treasurer tangled over the question of
whether the state should tax capital
galns — the money one makes on the
sale of property,

It signalled !.hnt the question could
become a partisan one when the Legis-
lature reconvenes In September to dis-
cuss Gov. James Blanchard’s “tax falr-
ness” plan.

“The cffect of the governor’s propos-
al," sald Sen, Rudy Nichols, R-Water-
ford, “would not- only be unfair but
would discourage risk-taking.”

Countered Treasurer Robert Bow-
man, a one-time Wall Street Invest-
ment banker and Democrat Blanch-
ard’s economlc point man: “We should
treat investment lncome the same as
carned income.”

THE EXCHANGE took place last
week as the tax-writing Senate Finance
Commlttee held a public hearing in the
Rochester Hills municipal building on
Blanchard's plan to increase home-
stead property tax rebates at the ex-
pense of closing what the administra-
tlon calls “loopholes."”

A $45 million “loophole,” as Blanch-
ard and Bowman see {t, (s capital
goins, Currently, €0 percent of a capi-
ta! gain is excluded from taxable in-
come. Blanchard would make such
gains 100 percent taxable. The Reagan
administration endorsed a similar pro-
posal for the federal income tax.

Bowman told the committee Blanch-
ard accepted House amendments add-
ing three important exceptions to fult
taxation of capital galns: the first
$2,000 in any one year, sale of farm
property and sale of a family business.

“The working stiff on the assembly
line should be treated no better and no
worse than the Investor,” Bowman
said, adding that 93 percent of taxpay-
¢rs have no capltal galns and the 7 per-
cent who do had incomes of $40,000 a
year or more.

“Thirteen other states tax capltal
galns higher than Michigan,” sald Bow-
man, citleg New York, Callfornia, Min-
nesota and

the income tax to its 4.8 percent level
carller than the planned 1987. But the
freshman senator blistered ita treat-
ment of capltal,

“The pollcy behind the pre!erence
capital galn rate can be translated into
the statement, “Jobs, jobs, Jobs,* " sald
Nichols, quoting Blanchard'’s 1082 cam-
paign slogan,

““The Iden (of preferential treatment)
is to encourage entrepreneurs to sell

thelr capital lnvatmenu In order to f

encouraga the early termination of
those investments and therchy contrib-
ute to capital formation in the private
sector,” he sald. He added that taxing
capltal gains would be counter-produc-
tive :n the goal of encouraging invest-
ment.

"THE GOVERNOR'S proposal
would be unfair because it would tax
individuala on the gains from the sale
of an asset which due to infla-
tion, even though these gains to do not
mprucnt an increase in wealth” he
sald,

“The person cannot buy any more
from the proceeds of the sale of the as-
set than they could with the money
used to originally purchase the asset.

“Just a few months ago, the gover-
nor argued that Michigan suffers from
a lack of venture capital, and that was
the primary reason he sought fomm
ton of the strategic fund.

“It does not make much sense for
him to now suggest the state increase
its tax on capltal galns by 150 percent.”

A MEMO from a Scnate Republican
€économist gave yet another reason for
GOP opposltion to the capital galns
tax: States are competing for capital
investment, Wrote Dr. Gary Wolfram:

“While the inclusion of 100 percent
of real capltal gains may make sense
at the federal level, taxation at the
state level can lead to indlviduals, es-
peclally vénture capitalists, moving to
other states.

““The relatively high inheritance tax-
cs and Intangibles taxes already con-
tribute to the loss of Michigan senlors.
An increase in the capltal gains tax for
those who are using sale of assets for
retirement income — for example, in-
dividuals who were Involved in stock

“Thls admlnistration prefers to see
property tax cuts,” he said.

THE FINANCE Committee, chaired
by Sen. Norman Shinkle, R-Lambert-
ville, has scheduled slx hearings around
the state, Among the sites are Roches-
ter Hllls and Utlea, in districts which in
1983 recalled two Democratle state
scnators who supported Blanchard's
temporary income tax increase. That
election gave Republicans 20-18 con-
trol of the Senate,

Nlchols, one of the Republicans
elected as a replacement, praised the
Blanchard-House tax bills for returning

sharing programs — will slrply be an-
other reason for wealthy seniors to exlt
Mlchlgun upon retirement.”

‘To Bowman, those points were unlm-
nt:
pa"lu treasurer, I get 20 lelu:m aweek
from senlors on property taxes — not
inheritance taxcs or any of the others.”
Questioned by Nichols, Bowman
agreed the Blanchard program on bal-
ance is “absolutely a tax shift,” but In-
slisted the business tax clements were
“closing loopholes. We're not going to
{lnance this falrness program out of
thin ajr.” .
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‘We should treat
investment income
the same as earned
income.’

—~— Michigan Treasurer
Robert Bowman

‘The effect of the

proposal would not
only be unfair but
would discourage

governor’s

risk-taking.’
— state Sen.
Rudy Nichols
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*® Just once a year today (hrough Saturday, August 17th, you
can save 25% on our entire collection of fine ltwelry‘
* 14K and 18K gald necklaces, chains, bmcelels, rings and
earrings; Including di ds, rubies, ires and
. Currently 3150 to 8000, now 11250 (o %6600,
* Cultured pearls: necklaces, earrings and rings.
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* And our entire men's jewelry collection® Currently
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* In Fine Jewelry Collections. .
® This sale does not include watches. intermediate price roductions may have
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Right now, when you

invest $10000 in a Manu-
Fund account, you'll earn
our preferred interest rate.
And' more interest means
more money. Of course,
you can open a
account with just $2,500
and earn our already com-
petitive money market
rates. But with a $10000
investment, you'll earn our
preferred rate. All Manu-
Fund accounts are com-
pounded monthly, and
offer ‘the flexibility of
unlimited access to your
funds.
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So if you need a good

reason to open a money
market account, consider
the best reason of all...more.
money.
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Balances below $10,000 currently eam 6.50% annual
interest rate. The interest rate on balances below
00

18 5.25% annual interest rate. Balances below
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$2,500 are subject lo specified service fees. Similar
products are avallable at our affiliates.




