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. ing ﬂ1e same pr roducts often pay

e’sa hypothc,tlcal example
¥ owned hardware store

: seIls the same electric dril for -
the sate price at the same prof—
it modigin a8 A iational: superstore
in the same city but dwes 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 toshift some of its
income made in Louisiana to a
low- or no-tax state.

One of the most commori tech-

niques jssetting up a subsidiary
COrporat low-tax state
that does talized purchas-

ing for the cham. The subsidiary
buys the electuc drill fron the
manufacturer it the going rate
then marks up the price when it
“resells” it to the stores. That re-
duces the profit of the stores in
higher-tax states and shifts it
onto the bookslof the purchasing
i

_ subsidiary in the lowmtax state.
“T'his §tiategy neéd not impose
signitieant costs on the'corpora-
" tion; the manufacturer ships its

.. higher corporate income.taxes 1. ;.

. Guest Colummsl

“wares dir ectly to .
the stores just as
it would in.the ab-
:sence of the pur-
chasingarm.
;. Thismaneuver-
Jdng hurts Towdsi-.
% ana in two ways.
First, by shifting

‘that was earhed
here, the state
@sn't get income taxes other-
‘wise'owed. Such tax shelters cost
the state $30 million to $60 mil-
lion last year, Louisiana Buxdget
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 i these areas are deeper than
they would otherwise have to be.
Second, 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 frelghi Their costs of domg

income gut of state

business, relative to their mul-
tistate competitors, i
making them léss competitive.
Other states have‘changed *
their laws to ban this tax avoid-
‘ankée, Corpm ationsin those
states dré required to pay taxes’
based on'all sta lated indome
ofin-state and out-of-¢
of their operation; §o thére are ™
no tax benefits frorh shiftingin-
come from the former fo the lat-
ter. This is called “combined re-
porting”; 23 states usé it. Stud- -
ies show companies operating in
combined reporting states have
just as strong a bottom line as
those that don’t, so therels no ar-
gument for keeping our current
system as a way to make the state
more hospitable tobusiness.
Withoutcormbined reporting,
Louisiana is still being played for
a patsy by large, multistate corpo-
rations. We need towake up and
get rid of thisubfair tax foophole
next legislative session, Theben-
efits are clear: much-needed rev-

‘and a more
level playing f ﬁeld for Louisiana
businessés.

Edward Ashworth is director of
the Louisiana Budget Project.




