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HOUSE OF REPRES ENTATIVES
COMMONWEALTH OF PEN NSYLVAN IA

HAR RIS BU RG

Augvst 27, 1974

Subfect: Groduote lncome Tox
Stote Debts

To: Republicon House Members

From:

EMF:lml

Encl.

pecgu-se mony hove been osking, "whot obout the income lox", we thought the enclosed would
he helpful.

we ore olso enclosing the chomber of commerce spectrum on Stote Debt. This is on excell-
ent informotion piece. You moy wish to keep it fii[ou-r reference, or shore if wifh onother.
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HOUSE MA.'ORITY LEADERS LEGISLATIVE PRIORITIES

Number 7 Groduofed lncome Tox

ln his leffer to fhe Govemor on December 29, 1972, Represenl,otive Bufero soid:

'We believe qcfion olreody token to be unconstitufionol. Iherefore,
our moior effort will be io exocf on equitoble Sfote tox with odequote
citizen sofeguords thof olso profect the toxpoyer from o groduoted
woge tox of the locol level. "

BACKGROUND

During fhe summsr of 1972, Pennsylvonio oppeored to be well on fhe rood fowords

enocfment of o Constifutionol omendment which would permif o Stute grcduotcd incomc tqx.

A Confcrcnce Commiftee roporf on the grcduoted income fox omsrdmcnt wos peporcd

for considemtion by June 19, 1972. While the fime ticked owoy durlng July ond corly August,

however, neither the Govemor nor lhe Democrutic legislotive leodenhip rrode ony effort fo

coll the ropod up for o finol vote. On August 7th, tlme ron ouf. Tox reform oppcorcd to be

sef bock two y€ol! from 1973 to 1975.

Article Xl, Section I of fhe Pennsylvonio Constitution require ogreemenf by two

leporofe sessions of the Genercl Assembly before o prcposed ,Consfitutionql omendmqrt is

ploced on the bollot for opprwol by fhe voter. After possoge by the initiol session of the

Generol Assembly, the Constitution sefs forth fhis requirement:

The Secretory of the Commonweolth stroll couse fhe some to be pb-
lished three monffis BEFORE fhe nexf generol election in ot leost two
nswlpqpon in every county in whlch such ne\,vspopor! sholl be pub-
lished.. .. (emphosis supplied)

The Constltution further provides thof this procedure is fo be repeofed if the Genercl

Assemb ly, nexf oftErwords chosen, concurs in the qction of the prior oscer$ly.
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Govemor Shopp hod decloied fox reform to be the number one priorify of his odmin-

istrofion. Thrcugh corelessness ond inottenfion to rules of low this priorify oppeorcd to be

pushed bock fo of leqst 1975, one yeor offer fhe expirotion of his presenf term of office.

REPUBLICAN POSITION

To ollour the Cmstlfution to be omended in lhe form odvocqfsd by the Govemor world

hove ollored the Stof6 fo enocf o Sox much like thot of the Fedeml gov€mment. Th'rs would

include, qs well os the grcduofed rute, oll the millionolre loopholes ond ofher inequifoblc

exemplions ond deductions ollowed by the lnterrnl Rcvenue Code. ln oddition, the wordlng

of the proposed omendmcnf left open the possibi lity thot o gmduoted rufo tox could filtcr down

to the locol lryel.

REPUBLICAN PROPOSAL

On |/oy 29. 1973, the Repsbllcons firt unvelled their tox rclicf proposol. Thc idco

wor to gront o unlform dollor voluc exclusion to coch pcr:on receivirg toxdle lncome. Thc

originol proposo I wos for o $2,000 exclusion but wos sr.Sscquently reduced to $1,500 in on

effort to compomise ond goin o solufion to the sto lemotod budget conhovrrqy.

The purpoce of o uniform orclusion would be to help the por:om ot the lorer end of the

income scole. unfortunofely, ihe House Republicons could not get the Scnote Democruh fo

occept the ideo ond os o rcsult hod to settle for o reduction in the rute of tnx from 2.3 percenf

to 2.0 percenf.

Anothcr ospect of the fox relief grcnted wqs o poverfy cxemption dclgncd fo cxempt

perons cnd fomllies wifh vcry low incomes from poying oll or porf of their Stote income tqx.s.

Republlcon omendmcnfs fo tfils propcol extEnded fhclr bencfits to senior ciflzcns who musf tty

fo survive todoyrs rompont inflofion on relotively fixed incomes.

,



-3-

An income tox levied upon gross income is unquestionobly the foirest form of toxotion

becouse if distributes the biggest tox burden on those who produce the most income. With o

Federol groduofed fype of tox sfructure, mony of those who produce the most income hove the

meons to find loopholes ond fox shelterc thot greofly reduced their tox liobility ond, hence,

throw the biggesf burden of toxotion on fhe middle ond lourer income penions.

lf the "exclusion" idco could goin enough supporf to be enocfed, if would be o meons

to help olleviofe fhe tox burden on middle income fqmilies. This then, together with fhe

poverty ond senior cifizens exempfions, would ploce o foirer burden on those percons in the

upper income brockefs ond, hence, remove fhe one volid orgument supportive of o groduofed

income fox.
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