Whitifyour 11e1ghb01 had the.

d income’as you bist

- Yyhigher?Doesn’t seem right;
_does.it? But that’s an everyday. -
‘occurrence in Louisiana’s busi-

. 1ESS wo11d. Local businessessell- - 4

ing the same ploducts often pay. -

_highere porate income taxes

‘.thal

tate competitors,

. Alocally owned har dware store
. sefls the sdme eleetri ic drilifor .
the'saiiie price at the same pr of-
it mArgif 48 d hational supelstore
in the same city but bwes more
state income tax than its big-
box competitor. Why? Because a
store that is part of a multistate
retail chain has ways of gaming
the tax code to shift some of its
income made ih Louisiana to a
low- or no-tax state.
One of the most commaon tech-
i tHing up a subsidiary
% low-tax state
alized purchas-
ing for the ¢hain. The subsidiary”
buys the electric drill from the
manufacturer at the going rate
then marks up the price when it
“resells” it to the stores, Thatre-
duces the profif of the stores in
higher-tax states and shifts it
onto the booksof the purchasing
I

" jourstatetax bill was s1gmﬁcant— :

‘Here’s a hypothetical examp.le‘.: ‘

_ subsidiary in the low-tax state.
“Thig strategy rieed not impose

“significant costs on the'corpora-
* tion; the manufactuver ships its
‘wares directly to -
‘the stores justas

it would in the ab-
-sence of the pur--
chasing arm.

;. This maneuver-
1ng hurts Touisi-.
=% anain two ways.
“Edward  First, by shifting
Ashworth income out of state,
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aoes’t get income taxes_othel«
‘wiséowed. Such tax shelters cost
the state $30 million to $60mil-
lion last year, Louisiana Budget
Project analysis estimates. This
means less money available for
education, public safety, health
care, transportation and other
services crucial to Louisiana’s fu-
ture prosperity, Cuts it is mak-
ing in tlese areas are deeper than
they would otherwise have to be,
Sccond this income shifting
creates an unlevel playing field.
Big, multistate firms get state ser-
vices without paying for them .
while local businesses unable to
use this tax break end up paying
full ﬁe1gh£ Their costs of domg

Other states’ have changcd
their laws to ban this tax avoid-
ante, Corporatlons inthosé
states dre required t0 pay takes”

based on all statesrelated incoime °
of in-state and otit-of-state par ts
of their operation, so thiére are
no tax benefits from: shlftlng in-
come from the'former to the lat-
ter. This is called “combiried re-
porting” 23 states use it Stud-
ies show companies operatingin
combined reporting states have
just as strong a bottom line as
those that don’t, so there’s no ar-
gument for keeping our current
system as a way to make the state
more hospitable to business.
Without combined reporting,
Louisiana is still beitig played for
a patsy by large, multistate corpo-
rations. We need to wake up and
get rid of this'unfair taxToophole
next legislative session, Theben-
eﬁtcs are clear. mpuch-needed rev-

level playing | field for Louisiana
businessés.

Edward Ashworth is director of
the Louisiana Budget Project.




