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This book is dedicated to the memory of Tex Lezar. Tex was one of the nation’s greatest conservative legal minds of the century, a dedicated patriot and public servant, and most importantly, a wonderful husband and father and a man of deep faith. We thank him for his life of service to others and for constantly giving back to the state and nation that he loved. He is dearly missed by all who knew and loved him.


His life and legacy live on through his wife, Merrie, his wonderful children, and in the ideas and principles that he championed that are contained in the pages of this book. My hope is that he would think we did justice to his life’s work.









This book is dedicated to the men and women of the United States Armed Forces, who have sacrificed their time, talents, and all too often their lives to advance and protect the cause of liberty. They have allowed this constitutional republic to flourish despite great challenges for over 240 years, and in so doing have cultivated the most economically prosperous, freedom-loving, compassionate, and generous nation the world has ever known.








Soldiers, Sailors, and Airmen of the Allied Expeditionary Force:


You are about to embark upon the Great Crusade, toward which we have striven these many months.


The eyes of the world are upon you. The hopes and prayers of liberty-loving people everywhere march with you.


In company with our brave Allies and brothers-in-arms on other Fronts you will bring about the destruction of the German war machine, the elimination of Nazi tyranny over oppressed peoples of Europe, and security for ourselves in a free world.


Your task will not be an easy one. Your enemy is well trained, well equipped, and battle-hardened. He will fight savagely.


But this is the year 1944. Much has happened since the Nazi triumphs of 1940–41. The United Nations have inflicted upon the Germans great defeats, in open battle, man-to-man. Our air offensive has seriously reduced their strength in the air and their capacity to wage war on the ground. Our Home Fronts have given us an overwhelming superiority in weapons and munitions of war, and placed at our disposal great reserves of trained fighting men. The tide has turned. The free men of the world are marching together to victory.


I have full confidence in your courage, devotion to duty, and skill in battle. We will accept nothing less than full victory.


Good Luck! And let us all beseech the blessing of Almighty God upon this great and noble undertaking.


General Dwight D. Eisenhower


June 6, 1944







Foreword


by Ronald Reagan, from the 1994 edition of Making Government Work


During my time as Governor of California, I realized that the biggest problems we had regarding big government had to be solved in Washington, which was gradually but inexorably taking power from the states. We have now at least begun the process of returning to the states some of the powers they need to meet the needs of our citizens. That effort must be continued—and met—by new proposals for action by the states and localities. That is the purpose of this book, to provide A Conservative Agenda for the States.


I’m reminded of something that James Madison said in 1788: “Since the general civilization of mankind, I believe there are more instances of the abridgment of the freedom of the people by gradual and silent encroachment of those in power than by violent and sudden usurpations.” His friend and neighbor, Thomas Jefferson, thought much the same way. “What has destroyed liberty and the rights of men in every government that has ever existed under the sun?” he asked. And he then answered: “The generalizing and concentrating of all cares and powers into one body.”


As Governor of California, I experienced how the federal bureaucracy had its hand in everything and was “concentrating all cares and power into one body.” Washington would establish a new program that the states were supposed to administer, then set so many rules and regulations that the state wasn’t really administering it—you were just following orders from Washington. Most of these programs could not only be operated more effectively but also more economically with greater state and local discretion.


The federal government didn’t create the states; the states created the federal government. Washington, ignoring principles of the Constitution, has, however, too frequently tried to turn the states into nothing more than administrative districts of the federal government. And the primrose path to federal control has, to a large extent, followed the lure of federal financial aid. From our schools to our farms, Washington bureaucrats have tried to dictate to Americans what they could or could not do. They have portrayed bureaucratic control as the price Americans must pay for federal aid from Washington. The money comes with strings that reach all the way back to the Potomac.


Usually with the best of intentions, Congress passes a new program, appropriates the money for it, then assigns bureaucrats in Washington to disperse the money. Almost always, the bureaucrats respond by telling states, cities, counties, and schools how to spend this money.


To use Madison’s words, Washington usurped power from the states by the “gradual and silent encroachment of those in power.” Federal handouts frequently went to the states for programs the states would not have chosen themselves. But they took the money because it was there; it seemed to be “free.”


Over time, states and localities became so dependent on the money from Washington that, like junkies, they found it all but impossible to break the habit. Only after becoming addicted did they realize how pervasive the federal regulations were that came with the money.


As all this was going on, the federal government was taking an ever-increasing share of the nation’s total tax revenues—making it more difficult for states and local governments to raise money on their own. As a result, states and localities became even more the captives of federal money, federal dictates, and federal governments surrendered control of their own destiny to a faceless national government that claimed to know better how to solve the problems of a city or town than the people who lived there. And if local officials or their congressmen ever tried to end a program they didn’t like or they thought was unproductive and wasteful, they discovered that the beneficiaries of the program and the bureaucrats who administered it had formed too tight an alliance to defeat. Once started, a federal program benefitting any group or special interest is virtually impossible to end and the costs go on forever.


We have strayed a great distance from our Founding Fathers’ vision of America. They regarded the central government’s responsibility as that of providing national security, protecting our democratic freedoms, and limiting the government’s intrusion into our lives—in sum, the protection of life, liberty, and the pursuit of happiness. They never envisioned vast agencies in Washington telling our farmers what to plant, our teachers what to teach, our industries what to build. The Constitution they wrote established sovereign states, not administrative districts of the federal government. They believed in keeping government as close as possible to the people. If parents didn’t like the way their schools were being run, they could throw out the Board of Education at the next election. But what could they do directly about the elite bureaucrats in the U.S. Department of Education who sent ultimatums into their children’s classrooms regarding curriculum and textbooks?


As President I tried to do as much as I could to return responsibility to the states and localities. Today, the hottest area of public policy making is now back in the states, or as the former House Democratic whip Representative William H. Gray III has recently said, “I don’t think the federal government will be the engine of major change in the 1990’s.” Somehow I believe that our Administration’s emphasis on turning back to the states areas of responsibility that had been wrongfully preempted by the federal government has encouraged the states as problem solvers.


For the states to provide real solutions to the problems and challenges of the 90’s and the 21st Century and beyond, state policymakers will need the benefit of research that is both practical and also reflects basic American principles—an emphasis on the individual, respect for private property, reliance upon government closest to the people, shared western values, and the dynamism of the free market.


For policymakers and interested citizens, this book should be the first stop on the road to turning the Tenth Amendment of the U.S. Constitution from a flabby invalid into a healthy and muscular individual. I know that in the days ahead I will frequently refer to Making Government Work: A Conservative Agenda for the States as my guide for state public policy. I urge all Americans to do likewise.








Foreword


by Nikki R. Haley


It’s been more than twenty-five years since the first edition of this wonderful book. In the foreword he wrote at the time, President Ronald Reagan, just a few years out of the Oval Office, expressed his hope that states would “provide real solutions to the problems and challenges” of the future. He wrote those words in 1994. Now it’s 2020. How have we done?


I think President Reagan would be proud.


The last two and a half decades have seen an incredible explosion of state-based leadership. From coast to coast, governors and state legislators have found new and creative ways to help their citizens thrive. They’ve stepped up in the wake of the September 11, 2001, terrorist attack, the 2008 economic collapse and the Great Recession that followed, and most recently, the coronavirus pandemic and the shocks that it caused. In good times and bad, state leaders have worked hard to do right by the people they represent.


Not only have states led the way on issue after issue, they have fought back against a federal government that is still too big, too bossy, and too bloated. The Constitution’s system of federalism, which President Reagan did so much to renew, is very much alive in the twenty-first century. In his day, thanks to his actions, he was able to say that the “hottest area of public policy making is now back in the states.” Fast-forward to our day, and state policy leadership continues to set the standard.


I had a front-row seat to a lot of the great state progress of recent years. In 2004, I was elected to the South Carolina House of Representatives, and in 2010, the people of South Carolina took a chance on me as their governor. It was my privilege to serve alongside some truly innovative, effective, and principled governors who were also elected that year—Rick Scott in Florida, Scott Walker in Wisconsin, Susana Martinez in New Mexico, and so many others. In the years that followed, America saw some of the most important state reforms in generations, many of them grounded in the ideas found in the first edition of this book.


For my part, I worked hard to make South Carolina a place where every family could thrive. From day one, I wanted to make it clear that government was there to serve the people, not the other way around. Good government requires remembering who you work for, so I had all state employees start answering the phones by saying, “It’s a great day in South Carolina. How can I help you?” They hated it. The people loved it.


Growing up in a small family business, I knew that government can have your back, or it can stab you in the back. So I told my agencies that time is money, and if you were costing a person or business time, then you were costing them money, and that was no longer acceptable. We had every agency streamline things to set businesses up to succeed, not regulate them into failure.


I did my best to make sure South Carolina gave people enough support to find their best path. We reformed how our state spent money on education, helping poor and rural communities the most. We launched a job training program that prepared tens of thousands of students to get good-paying jobs and instituted a Second Chance program that helped thousands of inmates prepare for life on the other side of the fence. And we launched a program that moved more than thirty-five thousand South Carolinians from welfare to work, which was a 54 percent drop in the welfare caseload. Our success was based on my belief that when you give a person a job, you take care of a family.


What we were able to accomplish made South Carolina an even better place to live, work, and raise a family. And it made us one of the most competitive and attractive states in America. We attracted over $20 billion in new capital investment. We were number one in foreign capital investment and number one in export growth in our region. And only a generation after South Carolina was devastated by the collapse of the textile industry, our state was building airplanes by Boeing, cars by BMW, Mercedes-Benz, and Volvo, and we had five international tire companies.


I went from South Carolina to the United Nations, where as ambassador I saw how exceptional our constitutional system is. No other country on earth empowers states to experiment, innovate, and compete with each other to prove which one can give the American people the best shot at the best life. Every day I was in that job, my appreciation for America grew.


I also came to a deeper recognition of the many serious challenges we face, both at home and abroad. From the economy to education, from innovation to infrastructure, from cultural renewal to the defense of free speech, we need to take action to strengthen America for the next generation. The question is how we’ll do this—and who will lead.


Given what needs to be done, it’s no surprise that we’re hearing renewed calls for Washington, D.C., to take a bigger role in American life. But this is as wrong today as it was when Ronald Reagan was governor of California. And we are right today to fight it as Reagan did as president of the United States. In the years ahead, governors and legislators need to be more assertive than ever in the defense of the states’ constitutional role. And all of us who have served, now serve, or will serve in state government need to think creatively and courageously about how to solve the problems that confront our country.


Of course, the challenges of today are different from those of twenty-five years ago. But the principles that we need to overcome those challenges are the same. Personal freedom. Economic liberty. Equal justice. The rule of law. And above all, a deep belief in the American people. Our duty is also the same as it has always been: empower our fellow citizens to do what they do best and show the world what free people are capable of. That starts in the states, and the bigger their role, the brighter our future.


For anyone who wants to usher in that future and strengthen America at the all-important state level, this book is for you. It has an all-star lineup of contributors. Tan Parker has done a public service by taking on this project. It gives a new voice to the values at the heart of our country. It doesn’t just need to be read, it needs to be put into practice. I’ll do my part, and I’m confident that millions of Americans from all walks of life will join me.


God bless,


Nikki R. Haley







Preface


by Tan Parker


Serving in the Texas House of Representatives over the years, I have witnessed firsthand the impact that a state like Texas can have on the future direction of the nation. The Founders’ belief that stronger states make for a stronger union is alive and well today in state capitols across the country.


The innovation and creativity generated in the states has unleashed public policy that is transforming lives, lifting people up out of poverty, educating our children in new ways, reducing crime, creating new levels of economic prosperity, improving the protection of our children, and driving medical innovation. Often legislation that originates in a particular state spreads from one state capitol to another before its potential adoption as federal policy. In this very real sense, the states are serving as laboratories for innovation and efficiency to help guide the nation.


Our accomplishments as states are not often talked about by citizens of this great nation because, candidly, they don’t get the national attention they deserve on the evening news. As conservatives, we have lost our way when it comes to communicating the successes of extraordinary public policy breakthroughs throughout the states.


Why is this happening? Well, it’s my belief that as conservatives we lost our storytelling tradition after the passing of President Ronald Reagan. One of President Reagan’s unique gifts was the ability to distill complex policy and solutions in a widely understood manner. He was able to blend both his strong grasp of a particular subject and his humanity by pragmatically connecting policy to the hopes and aspirations of the American people. This is why he was known as “the Great Communicator.” I was indeed very blessed as a young man to experience President Reagan’s abilities firsthand. I was granted the honor of spending a day with him in which, with the greatest of skill, he seamlessly wove together stories from his life and presidency with major policy priorities and accomplishments. It became more evident to me than ever before that his storytelling ability was not only natural, but unparalleled.


As conservatives, we have incredible stories and successes to share about what we have achieved through the years on behalf of the citizens we are so fortunate to represent. However, we have not done a good enough job consistently articulating what these victories mean in tangible terms for the people of this country.


In this 2020 edition of Making Government Work: A Conservative Agenda for the States, twenty-six years after the original book’s publication (led by my friend and mentor Tex Lezar), it’s my aspiration and vision to share some of these stories of success from across the nation.


It’s also my hope, beyond revitalizing President Reagan’s storytelling tradition, to put forth a compelling blueprint for what we believe as conservatives on a wide range of public policy subjects that are critical to the future of the nation.


Another unique aspect of the states’ power to drive high-quality public policy is the ability of legislators in many state capitals, including Texas’s in particular, to engage with one another across party lines with civility. Historically, civil discourse has been one of the hallmarks of why we have been able to achieve so much as a diverse nation since our founding.


Today, we Americans have a very real concern that Washington will not be able to meet the challenges that lie ahead because of this lack of civility and respect for one another. This lack of civility has existed in Washington now for several decades.


It goes well beyond traditional politics. For example, with our sports championships at both the collegiate and professional levels, controversy surrounds teams that simply go to the White House for their accomplishment to be celebrated (a long-standing tradition). Often, teams or players skip out completely on what should be the honor of a lifetime, being recognized by their president and nation for a job well done.


This book’s message is simple—we must accept one another in spite of our differences and agree to disagree without demonizing one another, striving to foster civility where possible for the good of our citizens and the future longevity of our nation.


As I conclude writing this book in April 2020, the United States is facing what is likely the greatest threat to public health and economic well-being in the nation’s history: the COVID-19 pandemic. My prayer is that, as Americans, we will pull together regardless of our political differences and work together to solve the crisis in a manner worthy of our people and the greatest nation the world has ever known, as we have proven time and time again throughout our history.


I’m deeply grateful for the opportunity in life to have been mentored as a young man by Tex Lezar, who served as President Reagan’s assistant U.S. attorney general, along with a host of additional remarkable career achievements including being editor of the original Making Government Work: A Conservative Agenda for the States, in 1994.


Tragically, Tex passed much too young in 2004. He truly was one of the greatest conservative legal minds of our time. His life and legacy live on through his wife Merrie Spaeth and their children. I wish to thank Merrie for her friendship, confidence in me, and for requesting that I lead the effort to create a 2020 version of Making Government Work. I also wish to thank the Texas Public Policy Foundation for its support of the original book in 1994 and for being a great partner again in 2020.


I’m most grateful to the incredible authors who have participated and shared their views in this 2020 edition. Thank you to all of you who believed in me and said yes to participating in this vision for creating a new conservative blueprint for the states and our nation.


A complete listing of those I wish to thank for their contributions can be found in the Acknowledgments portion of this book.


Finally, I wish to thank you, the reader, for taking the time to study Making Government Work. I hope you will find this book beneficial to your own journey and understanding of the topics addressed, topics which now challenge our states and nation.


For liberty,


Tan Parker
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Federalism and the American Experiment: The Intention of the Constitution


by Professor Richard J. Dougherty




The drafting of the U.S. Constitution, which began on May 25, 1787, in the Pennsylvania State House and ended on September 17 of that year, is one of the greatest achievements in all of human history. The Constitutional Convention in Philadelphia created the framework for our nation. Once the ratification process was completed by each state, the Founders had created the most significant political document the world has ever known. The delegates to the convention in that summer of 1787 accomplished something unimaginable in just under four months. These Founders established the supreme law of the United States that has governed our nation beautifully for over 230 years. Our Founders established Federalism—the balance of power between the state governments and the federal government. The Founders also placed internal limits on government through the creation of the separation of powers and through the establishment of the Tenth Amendment, which guarantees states’ rights. No one better understands or is able to more clearly explain our extraordinary founding documents than Professor Richard J. Dougherty, who is one of the leading constitutional scholars in the United States today. Throughout his career he has focused on constitutionalism and the principles of American politics, the presidency, and America’s founding. He is the chairman of the Department of Politics and the director of the Center for Christianity and the Common Good at the University of Dallas (UD). I am very thankful to Dr. Dougherty for being such a wonderful teacher for me as a young man at UD and for accepting my invitation to write the historical context and framework for Making Government Work.


—Tan Parker





Contemporary debates about the proper scope and function of exercises of public power at the national level rightly often focus on issues such as the role of the federal bureaucracy, the separation of powers, executive overreach, and examples of judicial lawmaking from the bench. What these issues have in common is the way in which all the sectors of the federal government have undermined the legitimate role that state and local power were intended to play under our constitutional design.


Discussions of the proper role of state power regularly focus on distinctions between conservative and progressive views of policy and initiative, with conservatives typically being described as the more militant defenders of local power. But this is an outdated way of thinking of the question of federalism, as numerous policy issues have arisen that suggest a more robust interest in state and local power might in fact be used to forward more progressive causes, such as the legalization of marijuana and assisted suicide guidelines


For example, abortion, the most heavily debated of public policy and moral issues over the past half-century, is not so clearly understood along the older lines of thinking—there is certainly some concern among those favoring the right to abortion that a conservative Supreme Court might, for instance, simply ban the practice outright, perhaps by adopting the principle that the unborn child deserves protection as a person under the Fourteenth Amendment’s “due process” clause.1


The importance of federalism, then, is not that it serves a particular political agenda. Rather, the issue is one of the structure and meaning of the fundamental institutions and operations of American government, intended as they are to serve the protection of the interest of liberty and the rights of American citizens. Undermining the intended form of the constitutional design serves as a direct threat to the protection of those rights and interests, and it thus behooves all parties to be concerned about the intervention of the heavy hand of the federal government in the lives of its citizens.


The increased role of the federal government in policy-making and enforcement has resulted in the proliferation of federal programs and agencies, many of which have virtually no accountability to the American citizenry. The proper solution to much of what concerns our society today is not to turn to bodies of unaccountable “experts” whose decisions about policy concerns are unconnected to the real interests of constituents. As always, the real solution to our very real problems is always more politics, not less politics.


THE FOUNDERS ON FEDERALISM


General dissatisfaction with the Articles of Confederation at the time of the American founding led to the call in 1786 for a convention to correct or improve the Articles, eventually leading to the convening of the Constitutional Convention in May 1787. The delegates to the convention quickly recognized the need to start over in the construction of a new arrangement, which resulted in the drafting and ratification of the Constitution in 1787 and 1788. One of the central questions was the role that the states would play in this arrangement.


Surely Publius saw the efforts of the states under the Articles of Confederation as ineffective, and he suggests in the Federalist Papers the cause of that incapacity. He describes in Federalist No. 15 what he considers the “great and radical vice” of the Articles, which is to be found in “the principle of LEGISLATION for STATES or GOVERNMENTS, in their CORPORATE or COLLECTIVE CAPACITIES, and as contradistinguished from the INDIVIDUALS of which they consist.”2 In other words, the federal or general government, to be effective, must have some capacity to pass laws directly affecting individual citizens and not be beholden to the individual states to carry out national policies. The states under the Articles were seen as too often dragging their feet on implementing those policies, or even through their open hostility to the general government as simply disdainful of the ends it was promoting.3


But for advocates of the Constitution, the fact that the general government would have more power did not mean this power would be unlimited. There was no question, in other words, that the state and local governments would maintain a good degree of authority. Publius in the Federalist Papers attempts to persuade the defenders of state authority that the Constitution maintains substantial state power:




The proposed Constitution, so far from implying an abolition of the State governments, makes them constituent parts of the national sovereignty, by allowing them a direct representation in the Senate, and leaves in their possession certain exclusive and very important portions of sovereign power.4





One way in which Publius makes the point is to argue that the Constitution as proposed contains, in fact, a mixture of forms, such that it cannot be accurately described as simply national—meaning consolidating all power—nor simply federal, because it is both at the same time:




The proposed Constitution, therefore, is, in strictness, neither a national nor a federal Constitution, but a composition of both. In its foundation it is federal, not national; in the sources from which the ordinary powers of the government are drawn, it is partly federal and partly national; in the operation of these powers, it is national, not federal; in the extent of them, again, it is federal, not national; and, finally, in the authoritative mode of introducing amendments, it is neither wholly federal nor wholly national.5





The Founders did not envision a federal government with unlimited power and reach that could or would commandeer all power unto itself or supplant the power of states exercising their legitimate authority. Because the Constitution does not empower the new government to exercise unlimited or unrestricted power, in Publius’s view “the proposed Government cannot be deemed a national one; since its jurisdiction extends to certain enumerated objects only, and leaves to the several States a residuary and inviolable sovereignty over all other objects.”6 Understanding the limits of that crucial phrase, “certain enumerated objects,” is central to acknowledging the Framers’ design.


What are those enumerated objects? Publius gives us an account of what they would be in Federalist No. 56, rebutting the claim that the House of Representatives would be too small and that the members would thus not have sufficient knowledge of their constituents’ needs and interests. Publius notes that representatives do not have to be aware of every particular need of the constituents since the federal government is not entrusted with addressing these matters comprehensively. “What are to be the objects of federal legislation?” he asks. “Those which are of most importance, and which seem most to require local knowledge, are commerce, taxation, and the militia.”7


In other words, the government is not entrusted with care over the everyday activities of its citizens, and thus requires only limited local knowledge.8 There would be no doubt, then, that from the Founders’ point of view the individual states would continue to play a substantial role in the direction of public policy and enforcement of the law.


Indeed, in Publius’s understanding the states would maintain their prominence, given their role in “the ordinary administration of criminal and civil justice,” which activity he asserts is “of all others… the most powerful, most universal, and most attractive source of popular obedience and attachment.”9 There is a normal and natural attraction that people have for the bodies that are closer to them, especially when they see those bodies actively maintaining their liberty and security; it serves as the “great cement of society,” in Publius’s words.10



HISTORICAL DEVELOPMENTS


How, then, did the United States move from the founding-era conception of political liberty and federalism to the contemporary era, where the federal government’s influence is so far felt in so many areas of American life?11 There are numerous factors that contributed to that shift, including the political, economic, military, and social changes that have taken place over the course of the past centuries. But the crucial point to recognize is that they were almost all entirely a result of specific choices made at particular times in American history.


An examination of just one example among many such choices will be worthwhile—the regulation of interstate commerce as a mechanism for expanding federal influence.


Historically, there were two general principles that guided the regulation of commerce by the federal government. One principle was that Congress could only regulate matters that were directly connected to interstate commerce. The other was the recognition of the difference between manufacturing and trade.12


“Trade” was subject to federal regulation if it was trade across state lines, but “manufacturing” was generally understood to be by definition not interstate, and thus manufacturing could not be included in Congress’s powers to regulate “commerce” among the states. Yet, these distinctions came to be rejected by both Congress and the Supreme Court in the New Deal era, opening the door for vast expansions of interstate regulation.


An understanding of the process of the expansion of the conception of commerce can be found in comparing two cases from the first half of the twentieth century, Hammer v. Dagenhart, decided in 1918, and United States v. Darby Lumber Company, decided in 1941. Both cases dealt with the issue of child labor laws, but came out quite differently on the merits.


In Hammer, the Supreme Court struck down a federal labor law (the Keating-Owen Child Labor Act of 1916) that sought to impose a national age limit on child labor.13 Dagenhart sued on the grounds that Congress did not have the authority to regulate manufacturing, which was distinct from commerce, and the Court upheld his challenge to the law. Justice Day, writing for a divided Court, began by articulating a broad understanding of the American political order, specifically as it relates to the principle of federalism:




The maintenance of the authority of the states over matters purely local is as essential to the preservation of our institutions as is the conservation of the supremacy of the federal power in all matters entrusted to the nation by the federal Constitution.14





The legitimate authority of Congress to regulate commerce “among the several States,” granted in Article I, Section 8, of the Constitution, does not extend to regulating the manufacturing of goods; thus if there is going to be any such regulation it must be done by the states.15 As Justice Day notes, in the early and important 1824 Gibbons v. Ogden case Chief Justice Marshall, in defining the extent and nature of the commerce power, said, “It is the power to regulate; that is, to prescribe the rule by which commerce is to be governed.”16 Day reads this to mean that Congress does not have the authority to prohibit or eliminate commerce—he says to “destroy” it—but only to prescribe the means by which or through which the commerce can move. Thus, he argues, any further regulation that might be exercised is left to the hands of the states:




In interpreting the Constitution it must never be forgotten that the nation is made up of states to which are entrusted the powers of local government. And to them and to the people the powers not expressly delegated to the national government are reserved. The power of the states to regulate their purely internal affairs by such laws as seem wise to the local authority is inherent and has never been surrendered to the general government.17





Because the Court sees manufacturing as local, or as not interstate, it holds that Congress does not have the authority to regulate it, though it would have the authority to regulate commerce.


By 1941, though, the Court had shifted significantly in regard to the question of the extent of national power, as seen in a number of dramatic cases that arose in the previous decade. From the mid-1930s, the Court struck down major pieces of New Deal legislation, ruling that parts of the Agricultural Adjustment Act and the National Industrial Recovery Act were unconstitutional.18 But by the early 1940s, following the death or retirement of a number of justices, a unanimous Court was vastly expanding its conception of allowable federal regulation.


An especially illuminating account of this expanded understanding can be found in the 1941 Darby Lumber case.19 Here, in explicit contrast to the earlier Hammer v. Dagenhart ruling, the Court upheld a regulatory scheme imposed by the federal government on the manufacturing of goods, including wage and hour requirements. In doing so, the Court openly acknowledged that it was overruling Hammer, rejecting the limiting effect of what had been construed as commerce “among” the states:




The power of Congress over interstate commerce is not confined to the regulation of commerce among the states. It extends to those activities intrastate which so affect interstate commerce or the exercise of the power of Congress over it as to make regulation of them appropriate means to the attainment of a legitimate end, the exercise of the granted power of Congress to regulate interstate commerce.20





This quite broad reading of the commerce power, which came to be definitive for the Court in subsequent decades, introduced a newly charged dynamic into the power exercised by Congress, with almost no limiting principle.21


The Court in Darby addressed the question of the relationship between the state and federal governments through an analysis of the Tenth Amendment, given its apparent limitation on the exercise of federal power: “The powers not delegated to the United States by the Constitution, nor prohibited by it to the States, are reserved to the States respectively, or to the people.” The Tenth Amendment as construed by the Court here is read as follows:




The [Tenth] amendment states but a truism that all is retained which has not been surrendered. There is nothing in the history of its adoption to suggest that it was more than declaratory of the relationship between the national and state governments as it had been established by the Constitution before the amendment, or that its purpose was other than to allay fears that the new national government might seek to exercise powers not granted, and that the states might not be able to exercise fully their reserved powers.22





In short, the Court argued, there is no substantive meaning to the Tenth Amendment, as it but states a truism. Yet for the amendment to state a “truism,” there must be something true about it; the Court’s ruling here in Darby seems to significantly contradict that assertion.


The subsequent decades brought a marked expansion of federal authority in all kinds of areas, to more general questions than commerce, significantly affecting the way state legislatures were at liberty to exercise their powers.


For example, in 2005 the Supreme Court addressed an interesting and important case concerning the authority of states to pass laws promoting the interests of local businesses. The state of Michigan had passed a law favoring in-state wineries, allowing them to sell directly to consumers, but the law was struck down by the Court.23 In Granholm v. Heald, the Court ruled that Michigan could not impose burdens on out-of-state shipments that it does not impose on in-state producers, while also holding that they do still retain some power of their own:




States have broad power to regulate liquor under Sec. 2 of the Twenty-first Amendment. This power, however, does not allow States to ban, or severely limit, the direct shipment of out-of-state wine while simultaneously authorizing direct shipment by in-state producers. If a State chooses to allow direct shipment of wine, it must do so on evenhanded terms. Without demonstrating the need for discrimination, New York and Michigan have enacted regulations that disadvantage out-of-state wine producers. Under our Commerce Clause jurisprudence, these regulations cannot stand.24





Interestingly, the Court does not entirely eviscerate the claim of state power to regulate, only that in instances such as this it must be done in an “evenhanded” way. Yet, even here the state might be allowed to do so only if it “demonstrated” the need for such discrimination—that is, demonstrated that need to the Court.25


A MODEST PROPOSAL


The federal government is capable of some degree of flexibility, as can be clearly seen in an issue which has been much in the public eye over the past decades—insurance. There rightly has been much concern about the rising cost of insurance, especially health insurance, and a common suggestion for helping to ease the burden of such costs has been to allow people to buy health insurance across state lines. But you cannot at present purchase insurance coverage across state lines. How did it occur that this one area of economic activity has been cordoned off to be controlled by the states? As it turns out, there is an interesting and perhaps important background to the arrangement.26


Individual states began regulating insurance companies in the nineteenth century, and in a series of cases brought before the Supreme Court that state regulation was upheld as constitutional. The Court’s acceptance of state regulation was based in part on the idea that the purchase of an insurance policy was not “commerce” in such a way that it would fall under Congress’s authority to regulate it. For example, the Court in the Paul v. Virginia case in 1879 held that “[i]ssuing a policy of insurance is not a transaction of commerce…. These contracts are not articles of commerce in any proper meaning of the word.”27


This position was adopted by the Courts and upheld in cases such as New York Life Insurance Company v. Deer Lodge County in 191228 until—unsurprisingly—the New Deal Court in 1944 overturned that series of opinions in United States v. South-Eastern Underwriters Association.29 Justice Black, writing for a divided Court, allowed for the extension of the Sherman Antitrust Act to cover insurance carriers, and in the process stated what is undoubtedly true at this point:




[T]he reasons given in support of the generalization that “the business of insurance is not commerce” and can never be conducted so as to constitute “Commerce among the States” are inconsistent with many decisions of this Court which have upheld federal statutes regulating interstate commerce under the Commerce Clause.30





Given where the Court had moved by 1944, there was no reason to anticipate that the Court would uphold its earlier decisions in this case.


But our interest in this case is a different one. What is most remarkable about the case is what happened in the aftermath of the ruling. In 1945, in response to the decision, Congress passed the McCarran-Ferguson Act, which established an arrangement whereby Congress would allow the states to continue to regulate the health insurance industry.31 The law did provide that Congress could engage in such regulation, but only when it made clear that it was intending to do so. Absent that assertion of authority, states were free to regulate the activity and were held immune from falling under the aegis of antitrust regulations as well, as long as they did act to regulate the industry—in the absence of engaging in such regulation, the federal regulations would apply.32


This shows that there was nothing inevitable about the developments that led to the concentration of power in the hands of the federal government. That development was a voluntary choice, and one that did not have to turn out the way that it did in so many other areas of social and economic policy.


CONCLUSION


The foundational principles of the Constitution, in particular the separation of powers and federalism, are central to the sustained success of the American experiment, and yet are all too often jettisoned for immediate political advantage or for a lack of understanding just how crucial they are to the flourishing of the larger system.


Alexis de Tocqueville, writing in Democracy in America in the 1830s, famously attributed great significance to the role that New England townships played in American life, as they served as a kind of free school for the development of the principle of self-government. It was the existence of these active political communities that allowed him to conclude that the American Constitution was “the most perfect of all known federal constitutions,” but one that could perhaps succeed only in America:




Everything is conventional and artificial in such a government, and it can be suitable only for a people long habituated to directing its affairs by itself, and in which political science has descended to the last ranks of society. I never admired the good sense and the practical intelligence of the Americans more than in the manner by which they escape the innumerable difficulties to which their federal constitution gives rise.33





The core of that American system, Tocqueville asserts, is “the dogma of the sovereignty of the people,” a principle which extends to the smallest circles of the community, even within the household. This dogma, he notes, holds that “Providence has given to each individual… the degree of reason necessary for him to be able to direct himself in things that interest him exclusively.”34 To take that exercise of reason away from him, which must result from the greater concentration of power in the hands of the general government, is to undermine the capacity for self-government that is crucial to the success of representative democracy.


The post–New Deal American government has grown dramatically in both size and scope, with the result that virtually no aspect of public life is unaffected by the rules, regulations, directives, guidelines, mandates, and funding supplied or imposed by the federal authorities. The resulting stress on the constitutional order is clear in a number of ways, including the significant difficulty we have with understanding the proper role of supervision over the large bureaucracy that has become part and parcel of that new arrangement.


An insightful articulation of that problem can be seen in the account of an early observer of that expansion, Robert Jackson, who served as attorney general under Franklin Roosevelt and was subsequently put on the Supreme Court by FDR. In a 1952 case, Federal Trade Commission v. Ruberoid, Justice Jackson described the difficulty of reconciling the rise of administrative agencies with the original constitutional structure, noting the problem even of categorizing them:




Administrative agencies have been called quasi-legislative, quasi-executive or quasi-judicial, as the occasion required, in order to validate their functions within the separation-of-powers scheme of the Constitution. The mere retreat to the qualifying “quasi” is implicit with confession that all recognized classifications have broken down, and “quasi” is a smooth cover which we draw over our confusion as we might use a counterpane to conceal a disordered bed.35





Administrative agencies like the Federal Trade Commission routinely operate like governments within themselves, making, enforcing, and judging compliance with policies and procedures they originate. The danger they represent is in part in their operations, of course, but also in the very arrangement of powers manifested in them, operating as they do outside the contours of the Constitution’s structure.


Retaining popular control over elected officials is made far more likely when the officials retain their own elected powers, do not cede them to unelected bureaucrats, and when their power as a whole is limited to the enumerated powers granted them under the Constitution. Both of these measures would result in the return of power to the hands of state and local officials, which would be a beneficial way of beginning to restore American liberty and protecting the rights and interests of American citizens.










Guidelines for Pro-Growth Tax Reform for the States


by Dr. Arthur B. Laffer and Nicholas C. Drinkwater


If there is one subject that touches almost every aspect of our modern lives, it’s the economy. Having a strong and robust economy at the state and federal levels provides opportunities to improve the quality of life for our citizens. A strong economy means plentiful jobs exist, inflation is in check and therefore buying power is maintained, consumers are buying goods and services, companies are investing not only in new plants and equipment but also in research and development, and citizens are saving for their retirements and confident in the future. Different schools of thought exist within the realm of economic policy. As conservatives, we believe in the importance of free markets and free enterprise itself. We believe in low average and marginal tax rates for individuals and for businesses in order to allow both to thrive. As a result of keeping the tax wedge low, individuals and businesses are able to make new investments, creating jobs and economic opportunity. For over five decades, Dr. Arthur B. Laffer has been one of the leading conservative economists in the United States, advising both individual states and the federal government on optimal economic policies and strategies. He is probably best known for his service and counsel to President Ronald Reagan, and he is also, of course, the creator of the famous “Laffer curve” that depicts the relationship between tax rates and tax revenues. Nicholas Drinkwater serves as chief operating officer of Laffer Associates and is one of the leading young economists in the nation. It’s a tremendous blessing to have both participate and share directly with Americans their wisdom on how the states themselves and the nation as a whole can continuously strive to be economically vibrant.


—Tan Parker


INCENTIVES AND THE REASON FOR TAXATION


When drawing a road map for pro-growth tax reform for the states, the first step is to set the stage for tax reform by outlining the major economic concepts involved in state economies. There’s nothing more practical than good theory. And like everything in economics, it all comes down to incentives.


THE FIFTY STATES AS LABORATORIES FOR POLICY EXPERIMENTS


The Commerce Clause of the U.S. Constitution prohibits excessive impediments to the free trade in goods, services, and even labor among the states of the United States. And under the Privileges and Immunities Clause, people are entitled to migrate and resettle into any state without limitation; they need only abide by the laws and regulations of their new home just as longtime residents do. State and local governments also have almost unlimited powers to tax, spend, regulate, and oversee as long as their voters choose to permit them to do so.


Given the trivial differences in language as spoken among the various states, the existence of a common currency, and the social customs of the various state populations, which all seem fairly similar, as well as the contiguous nature of all but two of our states, in-migration and out-migration are as painless and as costless as possible. The economic integration of the fifty states truly is as close to a perfect economic union as can be conceived. This remarkable integration between states over a long period of time affords us an enormous body of data to examine when trying to identify ideal structures of taxation. Anything that can be done by states has probably been done by some state at some time.


FIRST PRINCIPLE: INCENTIVES MATTER


There are two types of incentives—positive incentives, which incentivize people to do something, and negative incentives, which warn people what not to do. An example of a positive incentive is if you feed a dog, you know exactly where the dog will be at feeding time. Positive incentives play on people’s self-interest as to what they want to do. Government subsidies and other spending are positive incentives to get people to do something they otherwise might not want to do, or at least do more of it.


Negative incentives, on the other hand, discourage people from doing something they otherwise might do. Using another analogy, the hot stove really doesn’t care where your hand is so long as your hand is not on the hot stove.


Taxes are negative incentives. We tax cigarettes to discourage people from smoking. We tax speeders to get speeders to slow down. And why, you may ask, do we then tax people who earn income, employers who employ workers, investors who provide capital to the economy, and property owners who make our lives worth living? And the answer, which at times isn’t so obvious, is that government (hopefully) does not tax incomes, employment, investments, and property to reduce incomes, lower employment, curtail investments, or shrink property values, but instead to raise the necessary proceeds to fund worthwhile government. But we all should know full well that reduced incomes, lowered employment, curtailed investments, and depressed property values are what those taxes will cause. The reason countries, states, counties, cities, towns, school districts, toll roads—and yes, even mosquito abatement districts—tax income, employment, investment, and property values should be to provide services that are of greater value to the citizens than the damages caused by the taxes themselves.


But what we also should know is if reported income is taxed, there are many ways not to report taxable income. People are ingenious. They will report less income, whether it’s through less work, evasion, avoidance, moving to a less taxed location, or all of the above. People can change the volume of income, the timing of income, the location of income, and the composition of income. At 90 percent tax rates, it is worth nine times as much to reduce taxes by one dollar than it is to earn one more taxable dollar.


The state has many options as to how it can change incentives. It can tax, regulate, adjudicate, prohibit, or subsidize all sorts of things, but there are limits, as we shall see.


SECOND PRINCIPLE: BIG PICTURE, HOW TO LEVY TAXES


Recognizing the damaging effects taxes have on income, employment, investment, property values, and many other metrics of economic activity, we want to raise those requisite tax revenues in the least damaging fashion. Therefore, we want to have the lowest possible tax rate on the broadest possible tax base. We have a true flat tax to provide people with the fewest incentives to evade, avoid, or otherwise not report taxable income and to provide people with the fewest number of places where they can put their income to avoid taxation—simple, efficient, transparent, and fair.


There are a number of additional reasons for a low-rate, broad-based flat tax aside from minimizing disincentives to work, save, employ, and produce, as well as eliminating loopholes for would-be taxpayers to avoid paying their fair share. A low-rate, broad-based flat tax also greatly limits the ability of politicians and bureaucrats to pick winners and losers or generally to manipulate the economy. Save for in a society of wishful thinkers and do-gooders, taxes are a system of enforced exactions that would-be taxpayers would just as soon not pay. Taxpayers’ desire not to be taxed is balanced by government officials’ desire to get their money. Both sides of this struggle for the money need to be reined in by clear-eyed, rational tax policy. Both too much taxation and too little taxation are, in the extreme, unattractive. Widely divergent tax rates and selective tax enforcement more likely reflect political selection than in-depth economic wisdom.


I know it’s hard to imagine (just kidding), but government slush funds, ambiguous regulatory guidelines, and arcane tax codes are ripe hunting grounds for government corruption. Lawyers use complex, confusing tomes of tax laws to find unintended (or purposeful) glitches in the law that they can exploit for personal gain.


The more taxpayers there are and the more transparent tax codes are, the more difficult it is for lawyers, politicians, and bureaucrats to finagle excessive sums from producers and consumers. Excesses by government, when exposed, will be met with broad-based resistance. And the simpler the tax codes, the more obvious the excesses.


Likewise, a broad-based flat tax will more evenly spread the burden of taxation, thus removing the ability of government to gain unfair advantage by pitting one group of taxpayers/producers/consumers against any other group. Divide-and-conquer may win elections when tax codes are unjust, but such actions ultimately lead to a race to the bottom. A low-rate, broad-based flat tax is the best antidote to government corruption.


The most mobile factors—think people and their associated incomes—facing taxation are the most agile in their response to being taxed, while the least mobile factors—think the classic example in economics of railroad tracks—are far less able to dodge property assessors wanting to raise tax rates. But, with time, even railroad tracks, factories, and other large capital investments will migrate to greener pastures. It takes a long time to develop a capital stock and a long time to destroy that capital stock. But that time interval notwithstanding, excessive taxation will ultimately destroy all capital.


Take the example of a large state-of-the-art factory. If tax rates are dramatically increased on the factory as soon as it becomes operational, the factory won’t necessarily shut its doors, but required maintenance will be delayed and planned expansions won’t occur. Eventually, the technology becomes dated and the corporation finds it relatively unprofitable to continue operations when it could easily produce elsewhere in a more hospitable environment, maybe just a stone’s throw away across a state border. Detroit (and Michigan more broadly) is perhaps the most striking example of this heavy industry migration phenomenon in the United States.


In 1967, Michigan imposed a state income tax, initially setting the highest rate at 2.6 percent, using federal adjusted gross income (AGI) as its tax base. The state’s income tax rate peaked in 1983 at 6.35 percent and is now down to 4.25 percent. Even though a 4.25 percent maximum tax rate is a lot better than a 6.35 percent tax rate, those high historical tax rates have surely damaged Michigan’s current economy. Who can really trust what the next state leadership will do once the precedent is set? Additionally, the state’s corporate tax rate stands at 6 percent. These unwarranted, burdensome taxes on business have added greatly to Detroit and Michigan’s decline. Once an economy starts failing, it’s doubly difficult to reverse course.


In 1962, Detroit adopted an income tax of 1 percent for residents and 0.5 percent for non-resident income earners. In 1964, Detroit initiated a 1 percent corporate tax as well. The city’s income tax stands at 2.4 percent today, and the corporate tax is 2 percent. Businesses that can locate outside Detroit do. As a boy, my parents used to take me to Detroit on vacation from our home in Cleveland, Ohio. Detroit in 1950 was the Paris of North America—the Detroit train station was an American Taj Mahal. In 1950, there were approximately 1.85 million Detroit residents. Today the population of Detroit would be lucky to top 700,000. The city is close to bankruptcy—again. You just can’t balance a budget on the backs of people who either leave or are unemployed.




Figure 1 Population of Detroit, Michigan
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A great analogy for over-taxation and poverty: Imagine a boiler’s heat is turned way up, its safety valves are shut off, and you tap the boiler every five minutes with a little brass tap hammer. By turning the boiler’s heat way up and shutting off the safety valves, you have guaranteed the boiler will explode. By tapping the boiler every five minutes with a little brass tap hammer, you’re guaranteed to be there when the explosion occurs. Such is the case with Detroit, and its bankruptcy will not be the last or the biggest. As difficult as it is to move seemingly immobile capital stock such as the Motor City’s giant factories and production lines, poorly planned tax regimes put in place by greedy and shortsighted politicians have done just that.


THIRD PRINCIPLE: HOW MUCH SHOULD WE TAX?


Governments are run by politicians who, by their very nature, tend to go far beyond appropriate levels of taxation and spending. They find it much easier to spend other people’s money than to spend their own. But how do you determine the correct level of taxing and spending? Stated differently, what’s the right size of government?


The theory behind the answer to the question of how much a government should spend is simple: governments should tax right up to the point where the harm done to the economy by the last dollar of taxation is just a smidgeon lower than the benefit to society by that last dollar spent by government. Any combination of taxation and spending less than that optimal point means government is too small, and any combination of taxation and spending greater than that optimal point means government is too large. It’s that simple.


FOURTH PRINCIPLE: THE MATH OF REDISTRIBUTION


Taxation and government spending are frequently forms of redistribution. Government redistributes income by taking income (the tax) from someone who earns more and giving the proceeds as a subsidy to someone who earns less. By taxing income from the person who earns more, that person’s incentive to produce income declines, and he or she will produce (earn) less.


Also, as a result of giving the proceeds from the tax (the subsidy) to someone who earns less, that person will now have an alternative source of income other than working and therefore will work less. Any government attempt to redistribute income will reduce total income, and the larger the redistribution, the larger the decline. If government taxes people who work and pays people who don’t work, don’t be surprised if you find a lot of people not working.


THE INCOME TAX


The elephant in the room when it comes to state tax policy is the income tax. The state income tax is, after all, what drove me to leave my beloved California and set course in 2006 for zero-earned-income-tax Tennessee. Leaving California was not easy—I had called it home for four years during my graduate studies at Stanford and then for three decades while a University of Southern California professor and later chairman of my research firm Laffer Associates. But I made the right choice by leaving California. As added confirmation that I made the right choice to move to Tennessee, I was able to buy my home in Nashville with my first year’s tax savings.
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There are currently nine states without an “earned” income tax.1 Of the forty-one states with earned income taxes, top marginal state income tax rates range from low rates such as North Dakota’s 2.9 percent top rate and Pennsylvania’s flat rate of 3.07 percent to as high as California’s 13.3 percent top rate.


Common sense and in-your-face data show that income taxes have a large detrimental effect on economic growth and prosperity. The effects are universally felt. Table 1 contains a comparison of each of the eleven states that adopted an income tax after 1960 with the other thirty-nine states. Each of the eleven states’ performances since adopting an income tax have been bad, and some have been disastrous. Just take a look at the table above and draw your own conclusions.


COLLATERAL DAMAGE IN ADDITION TO ACTUAL INCOME TAXES COLLECTED


Tax rates and tax bases aren’t the only relevant topics when discussing state and local income taxes—the number of taxing jurisdictions also matters. Each taxing jurisdiction requires a certain amount of fixed costs that have to be in place before the first dollar of taxes can be collected. These are costs (tax inspectors, collectors, filing costs, and so on) to maintaining the system, and a great deal of government and tax reporting inefficiency is introduced when there are many competing tax jurisdictions. The worst income tax structure I know is in Ohio, where there are some 1,440 separate income tax jurisdictions. Each jurisdiction’s tax indirectly impacts the other tax jurisdictions, resulting in total taxes that are way too high. This is called an “agency” problem. The people who tax are not the same people who bear the costs. The right to tax should be given to only one authority, and that authority must be fully accountable to the people who are taxed.


What is the answer for dealing with states and their local governments that have run wild with excessive income taxes? Look to Missouri: Missouri Proposition A was a 2010 ballot measure that repealed the authority of all cities to use earnings taxes to fund their budgets. The only two cities in Missouri allowed to keep their earnings taxes are St. Louis and Kansas City. The measure also required those voters in cities that currently have an earnings tax to approve continuation of the tax at an election held every five years thereafter. If the voters in the city vote out the earnings tax, it must be phased out over ten years and cannot be revived. The measure prohibited any city from adding a new earnings tax to fund its budget. Proposition A passed 68.4 percent to 31.6 percent by a vote of the citizens.


THE PROPERTY TAX


Property taxes are typically assessed at the local level to provide services to the communities paying the taxes, and their tax rates vary widely. Property tax rates are high in Connecticut compared to the rest of the U.S. Connecticut’s property tax revenue collections per adult are the third highest of all fifty states ($3,642 as opposed to the national average of $1,908 using 2016 Census Data).


Effective property tax rates in Connecticut’s 169 municipalities range from as low as 0.8 percent to as high as 5.2 percent, with an average effective tax rate of 2.2 percent. Figure 2 shows Hartford, Connecticut, to be the prime offender when it comes to excessive property tax rates, followed closely by Waterbury and Bridgeport.




Figure 2 Connecticut Effective Property Tax Rates, 2017 (166 of 169 municipalities)
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A story from the Hartford Courant in July 2019 perfectly captures the tragedy that looms in the state as a result of the unbridled levies: “…D’Aprile didn’t own D&D’s old Hartford quarters at 276 Franklin Ave.—his father actually does—he was still responsible for paying real estate and personal property taxes. At its peak, he owed $54,000 a year to the city.” He bought “a smaller property less than 4 miles away in Wethersfield, where he’d eventually relocate his entire business and 38 employees. Since opening the Wethersfield location on Wolcott Hill Road in 2014, sales are up 35 percent, D’Aprile said. Just as important, he’s paying less than a quarter of the property taxes—$12,000 annually—than he did in Hartford.”2


The Hartford Courant article goes on to say that the effective property tax rate for a commercial landlord in Hartford is higher than what New York City, Boston, and Chicago landlords face, and the services provided to property owners are inferior. As a result, the all-transactions housing price index for the Hartford–East Hartford–Middletown, Connecticut, Metropolitan Statistical Area (MSA) has grown at less than half the rate of that of the rest of the United States since 1988.


Illinois has a similar problem of an equal order of magnitude. In 1968, a year before Illinois adopted the income tax, Illinois’s local property tax share of GSP was 2.8 percent, twenty-seventh highest in the nation, and was one-tenth of a percentage point lower than the rest of the United States’ unweighted average (excluding Illinois) of 2.9 percent. In 2016, however, Illinois’s local property tax share of GSP was ranked seventh highest in the U.S. at 3.4 percent, compared to the unweighted average of 2.5 percent, and the state has a big income tax it adopted in 1969.


Illinois communities operating under “home rule” law do not have limitations on property taxes. The local jurisdiction can do whatever it wants regarding property taxes. In Illinois, “home rule” automatically applies to communities with over twenty-five thousand residents. Communities under twenty-five thousand residents can vote to implement “home rule” by means of a referendum. Since 2017, at least nineteen separate localities in Illinois have tried to become “home rule” communities. Eighteen of those campaigns failed because voters didn’t trust that their taxes would be kept under control.3


To further illustrate the mess that huge numbers of jurisdictions can cause, just read this quotation from my study of Kentucky regarding only Louisville-Jefferson County, Kentucky, with its 105 property tax jurisdictions:




First, all qualifying inventory in Louisville-Jefferson County is subject to state inventory taxation. At the county level, motor vehicles held for sale, manufacturers’ raw materials are exempt from taxation by statute as they are in all local jurisdictions, but manufacturers finished goods and merchants inventory, are subject to taxation at a rate of 98.2 cents per $100 market value. Two school districts operate in Louisville-Jefferson County and both levy taxes on merchant’s inventories (at rates of 98.2 cents and 71 cents per $100 of market value)—so long as the inventories are not considered Goods-In-Transit (GIT), which are exempt from city, county and school district taxation. Of the 21 special districts in Louisville-Jefferson County, 19 tax merchant’s inventory and 18 tax inventory Goods-In-Transit (GIT) at varying rates (Note that Goods-In-Transit are exempt from all tax jurisdictions except special districts—of which 776 with the authority to tax were active in Kentucky in 2012, making Goods-In-Transit (GIT) subject to taxation across much of Kentucky).4 Considering that revenues from taxes in these special districts are devoted to provision of ambulance services, fire department services, garbage collection and parks services, and assuming businesses operating in Louisville-Jefferson County have access to most or all of these services, those businesses would be subject to inventory taxes in several special tax jurisdictions. Of the 81 city-level districts that tax inventory in Louisville-Jefferson County, four tax merchant’s inventory.


Kentucky taxes tangible personal property at varying rates depending on the type of property. For example, raw materials are taxed at a state rate of $0.05 per $100 valuation and are exempt from local taxation.5 Manufacturing machinery is taxed at a rate of $0.15 per $100 valuation at the state level and is exempt from taxation at the local level.6 Business furniture and computer equipment is taxed at a rate of $0.45 per $100 value at the state level and is not exempt from local tangible property tax taxation. According to Kentucky’s Cabinet for Economic Development, aggregate local tax rates for tangible property taxes vary, “averaging $0.45 per $100 of assessed market value among the 120 counties [the total number of counties in Kentucky] and $0.2863 per $100 of value in the 299 cities that levy the tax.”7 According to the Kentucky Department of Revenue, the weighted average state and local tangible property tax rate is $0.64 cents per $100 of assessed market value.8





Just imagine what it would be like to be a first-time business owner trying to navigate this mess—there’s almost no possible way for you to be compliant, despite your best intentions.


If Connecticut, Illinois, and Kentucky are glaring examples of how not to impose property taxes, California and the property tax system set up through Proposition 13 in 1978 is the road map to good property tax policies.


California’s unexpected success with property taxes is a direct consequence of California’s landmark constitutional amendment of June 1978, referred to as Proposition 13, which passed in a landslide vote of 65 percent to 35 percent.9 This constitutional amendment restricted property taxes on a specific piece of property in California to never exceed 1 percent of that property’s true market value and to never increase by more than 2 percent per year unless the property is sold. When sold, the new basis of a property for tax purposes is the market price at which it sold. Figure 3 shows exactly what happened after the passage of Proposition 13.




Figure 3 Excess State and Local Tax Burden vs. Excess Unemployment: California vs. United States (annual, 1963–1990)


[image: Image]



The important takeaway from Figure 3 is that prior to Prop 13, California’s tax burden was way above the U.S. average, and it dropped almost instantly to the national average when Prop 13 passed. Almost hand in glove, California’s unemployment rate went from way above the national average down to the national average. Taxes matter.


In spite of Proposition 13, California’s property taxes as a share of personal income are still fairly high, in large part because of the enormous historical rise in property values in California relative to the rest of the nation. California’s unusually low property tax rates are especially beneficial for California home values, as they offer a relative tax shelter in an otherwise high-tax state. Low or tax-exempt activities always flourish in high-tax environments.


THE SALES TAX


For states that already implement a sales tax, the recipe for success is just the same as for any tax structure: low rates with broad bases always do the least harm to economic growth. The political problem with the sales tax is all of the exemptions, exclusions, and deductions. In my adopted home state of Tennessee, where the overall tax burden is the lowest in the nation, the sales tax is the workhorse revenue source for government. Sales tax revenues are more durable and easier to predict than income taxes, and the tax base can be simple to define (at least before the politicians get involved). If the collection mechanisms are already in place for retailers to remit sales taxes, it’s about as efficient a tax as a state can employ.


Alaska, Delaware, Montana, Oregon, and New Hampshire are states without state sales taxes. Despite the potential efficiencies of a sales tax for collecting revenue, it just wouldn’t make sense to implement a whole new tax structure in these states when they can instead focus on improving the efficiency of tax structures they already have in place.


The most stunning example of bad sales tax policy I’ve encountered is Missouri’s rat’s nest of counterproductive sales tax rates, sales tax jurisdictions, and taxing authorities. Along with co-authors Rex and Jeanne Sinquefield, we took a deep dive into Missouri’s tax structure and were shocked by what we found. There are 8,458 stackable sales tax rates whose varying overlapping geographies are combined into 2,331 sales tax jurisdictions that use their powers to tax in order to raise funds for all sorts of purposes.10 There is an average of 4.63 stacked tax rates per jurisdiction, and there are 2,154 separate taxing entities. This number of 2,331 sales tax jurisdictions in the Show-Me State is not only the highest in the nation, but is growing rapidly. But other states are not immune.


Missouri’s sales tax structure was one of the most arcane, grotesque, and complicated tax structures we had ever seen and an open invitation to tax evaders and government corruption. The below paragraphs are quoted directly from a 2017 white paper written by the former director of the department of revenue in the state of Missouri, Joel Walters. In brackets, we updated his data. We quote Walters’s paper directly because we couldn’t have written it better:




While the sales tax is simple in concept, in practice it is one of the most complex state taxes. More than 200 exemptions or exclusions currently riddle Missouri’s sales and use tax base. Most exemption costs are not tracked by the Department of Revenue. However, in Fiscal Year 2016, Missouri saw total state revenue losses of $4.5 million for the textbook sales and use tax exemption and $55.8 million for one of many manufacturing exemptions….


Currently, Missouri does little to limit the nearly 2,300 [2,331 today]11 local sales tax jurisdictions that complicate the state’s overall sales tax environment….


In October 2012, Missouri had 16 taxing jurisdictions with a combined state and local sales tax rate of more than 10%. In June 2017 Missouri had 53 [there are currently 126 as of January 2018]12 taxing jurisdictions with combined state and local sales tax rate of more than 10%….13





Not only can there be any number of separate taxing authorities in each sales tax jurisdiction, but there are also a number of different sales tax rates for different products in each and every one of these sales tax jurisdictions. On a very broad level, there’s a general sales tax rate, a general use tax rate, a food sales tax rate, a food use tax rate, a domestic utility tax rate, and, of course, a manufacturing exempt sales tax rate. Other rates which we believe exist as well would be for school books, religious items, farm equipment, land sales, medicine, services, business to business, and on, and on, and on.


In addition to all of these smaller taxing authorities, the state component of the sales tax is 4.225 percent, which applies equally to all locations but does not apply equally to all forms of sales. The state’s component of sales taxes varies depending on which specific goods are being bought or sold. Food, for example, is taxed at a lower rate than other products, and all sorts of products are exempted from the state’s sales tax altogether. There are even sales tax credits.


These exemptions, exclusions, credits, and less-taxed sales make for an uneven playing field for businesses in Missouri. And this uneven playing field causes all sorts of distortions and inefficiencies in the marketplace. Estimates at present put the value of exempted items at something close to 53 percent of all personal consumption expenditures on goods and services.14


Missouri has over two hundred sales tax exemptions.15 For example, most services in Missouri are exempt from sales and use tax, and the fourth amendment to Missouri’s constitution prohibits the expansion of any state and local sales or use tax to any services not taxed as of January 1, 2015.


These exemptions not only make for distortions and inefficiencies, but they also represent lost revenues to the state and therefore higher sales tax rates on the sales of products that are taxed. And just so no one misses the point: higher sales tax rates than absolutely necessary mean less sales, more tax shifting, more tax evasion, more official corruption, more sales out-migration, less output, less prosperity, and less employment. High sales tax rates are a major concern for Missouri.



GIFT AND ESTATE TAXES


In November 2011, I wrote a detailed analysis of the Tennessee gift and estate tax.16 The figures are almost a decade old, but the concepts are timeless. By the way, we were successful, and the state eliminated its gift and estate tax over the objections of several prominent politicians.




Tennessee’s gift and estate tax is the poster boy for bad tax policy. Tennessee is one of only 19 states with a separate estate tax and one of only 2 states with a gift tax.17 Tennessee has the single lowest exemptions for both its estate tax and its gift tax. Tennessee’s economy has way underperformed other right-to-work states and other states with no earned income tax, low corporate taxes, and low overall tax burdens. And, for what has Tennessee made this sacrifice? Tennessee collects less than 1% of its tax revenue from its gift and estate tax according to the U.S. Census Bureau.18


To show how people really do respond to incentives, a comparison between Florida and Tennessee is especially poignant. Both states have no earned income tax, are right-to-work states and have low tax burdens and are generally pro-growth and pro-business. Yet, Tennessee has the highest gift tax and estate tax in the nation, and Florida has neither.


In 2010 Florida had almost twice as many federal estates filed per 100,000 population than Tennessee, and the average size of Florida’s federal estate was $7,403,172 while Tennessee’s was $4,441,685. Doesn’t this just say it all?


Potential gift and estate tax payers expend effort and money to avoid the tax. Many leave the state in anticipation of Tennessee’s death tax taking with them jobs, spending, investments, and entrepreneurial skills. Once gone, they are loath to come back. Potential immigrants to Tennessee are also put off by Tennessee’s extreme gift and estate tax.


The average taxable estate in Tennessee is consistently smaller than the U.S. average. In 2010 the average size of a federal estate filed in Tennessee was almost 25% smaller than the U.S. average federal estate, or $1,350,000 less. And, in Tennessee there were over 20% less federal estates filed per 100,000 population than the U.S. average. People really do leave Tennessee because of Tennessee’s gift and estate tax—and they leave in droves.


Quite simply, Tennessee’s gift and estate tax is the single greatest reason why wealthy people don’t want to live in Tennessee. Many leave the state and few move into Tennessee. They take all their jobs, entrepreneurship, spending, homes and wealth with them. This is the single greatest detriment to Tennessee’s growth and Tennessee’s ability to raise sufficient tax revenues. If Tennessee’s gift and estate tax were repealed or greatly reduced Tennessee’s state tax revenues would increase, not decrease.





FIFTH PRINCIPLE: HIGH TAX RATES AND NARROW TAX BASES PUNISH HONESTY AND REWARD CHEATING


High tax rates on narrow tax bases are also inherently unfair and capricious. Those who eschew the tricks and gimmicks of tax lawyers, accountants, and political lobbyists bear the full damaging brunt of the tax law, while those who skirt the fringes of our tax codes never pay.







A Commonsense Guide for the States: The Texas Model


by Secretary Rick Perry




When reflecting on the greatness of America and its promise for all of its people, one state in particular stands out for its rugged individualism, boldness, can-do spirit, boundless opportunities, entrepreneurial drive, and unmatched freedom and liberty. That state is Texas. Texas is the second-largest state in the nation geographically, has the second-largest population in the country, and has the second-largest economy in the United States. In fact, it has the tenth-largest economy in the world. The incredible economic growth and prosperity that Texas has experienced is often referenced in magazines and newspapers across the country. No one better understands or has been more influential in the success of Texas in recent decades than Rick Perry. As the longest-serving governor in Texas history, he was instrumental in expanding and promoting the Texas Model of controlling taxes and spending, implementing sensible regulation when necessary, investing in the workforce, and enacting lawsuit reform. Rick Perry also served America most recently as our nation’s fourteenth secretary of energy. I’m most grateful to him for his friendship over the years, working with him as a Texas legislator, for his participation in Making Government Work, and for providing an opportunity for more Americans to better understand the success of Texas and read firsthand his beliefs and views on optimal public policy.


—Tan Parker





On December 21, 2000, I stood at the podium in the Texas Senate chamber to take the oath of office as the forty-seventh governor of Texas.1 My predecessor—and friend—George W. Bush looked on; he had recently resigned as governor so he could serve as president of the United States.


He had governed with civility and compassion. He led by uniting and including. And he left us with an enduring legacy that reminds me of the famous words of another Texas legend, Sam Houston, who once said, “Do right, and risk consequences.”


Under then governor Bush’s leadership, our economic prosperity had transformed Texas into a haven of opportunity, a place where vivid dreams and bold ideas awaited their realization.


My goal was not merely to celebrate that progress, but to advance it, to extend opportunity to more of our citizens, and to do so with the help of every willing Texan without regard to party politics or political ideology.


I pledged to Texans a government built on the virtues of our people—a government that was open and honest, that realized its limits but performed important duties effectively.


Eventually, we called that vision the Texas Model. It is no secret formula—though you might say it is a magical formula. You might simply call it common sense. That model is low taxes, smart regulations, fair courts, and educational excellence.2 Every state in America can do what Texas has done. They just have to be willing to do the right thing—and risk the political consequences.


Yet for America—and Texas—December 2000 was not without its economic challenges. Texas had enjoyed thirteen straight years of job growth, but like the rest of the country, was facing a softer economy, driven by rising interest rates and a weakening global economic outlook.3


It was by no means a hard-candy Christmas, but in the second half of 2000, consumer spending was down. Yet there was good news, too. Employment growth in Texas topped 3.7 percent (compared to a national rate of 1.6 percent), and our exports were surging.4


“Texas exports to Mexico, which make up about half the total, surged nearly 31 percent in the first three quarters over the same period in 1999,” the Dallas Fed reported. “Texas exports to Asia improved dramatically over 1999, increasing more than 50 percent in the first three quarters of 2000.”5


Rising oil prices are both a blessing and a challenge for Texans; by December 2000, crude prices had tripled from their 1998 levels. This meant more jobs, but also higher gas prices for Texas families.


The economic outlook was mostly positive, according to the Dallas Fed; moderated growth could be expected, though high oil prices and booming exports could act as a buffer for the Texas economy. This forecast was made, we should note, in the Federal Reserve Bank of Dallas’s Southwest Economy, dated March/April 2001.6


9/11 AND THE DOT-COM CRISIS


I will never forget that morning of September 11, 2001. Four terrorist attacks, separate but coordinated, killed nearly three thousand Americans. We lost so many good Americans—mothers, fathers, and even children.


I was less than a year into my fourteen years as governor, and I remember watching the towers fall on television and thinking the world had changed. Islamic terrorists had been at war with us for decades. That morning, we realized we were at war with them.


9/11 would transform our country. It would send our heroes to far-flung areas of the globe to stamp out this threat, leading to several thousand giving their lives and many more returning scarred and wounded. Every American would experience a transformation, characterized by longer security lines and more rigorous security practices; but beyond new inconveniences, we would see the country come together, united across religious, racial, and ethnic lines because of our love of country.


The cost of 9/11 would be felt not only in the great tragedy of lives lost, but in the form of economic challenges. Eventually, the attacks of September 11 would directly cost the U.S. economy $2 trillion by some estimates.7 Indirectly, the costs were even higher.8


At the same time, Texas—where the microchip was invented9—was not immune from the effects of the dot-com crash. October 9, 2002, was the day of reckoning for the dot-coms; the technology-laden NASDAQ lost nearly 80 percent of its value.10


Across the country, as the Houston Chronicle reported, “Billions of dollars simply… evaporated.”11 And Austin was hit hard.12 According to the Dallas Fed, Austin’s “manufacturing sector lost almost 28,000 jobs from the end of 2000 through December 2003, shrinking in importance from 12.3 percent of total employment to 8.7 percent.”13


But from both crises, Texas emerged both resilient and resolute.


Knowing we faced an uncertain economy, we felt the focus of government should not be on finding new revenue sources, but on encouraging revenue generators like small and start-up businesses and encouraging existing employers to expand in or relocate to Texas, creating jobs throughout our economy.


We knew it would not be easy. We found out just how hard it was going to be in January 2003, when Texas comptroller Carole Keeton Strayhorn told the legislature we were facing a shortfall of nearly $10 billion in the next biennium.14


The pressure was on to raise taxes. But I—along with other Texas leaders—knew we had to resist the cycle of raising taxes, spending money, and then finding we needed to raise taxes again. If higher taxes ensure sufficient revenue, then why did California face a $35 billion gap in its own budgetary cycle that year? Over the long term, tax hikes do not alleviate economic and budgetary problems. They exacerbate them.


Showing fiscal discipline is not easy. Sometimes it requires saying no to worthwhile programs. Sometimes it requires accepting reductions in your own favored initiatives. I did my part; in my State of the State address that year, I provided the legislature with $9 billion in suggested cuts. Lawmakers accepted some of those ideas and rejected others.


And by the end of the session, we kept our promises. We balanced the budget. We cut spending, we drew down our rainy-day fund—at an appropriate time, in an appropriate manner—and we leveraged federal dollars to ensure that Texans’ needs were met. We increased our spending on education, on the health of poor Texans, and on infrastructure.15 And we did it all without raising taxes.


Texas’s fiscal restraint helped fuel its economic recovery. This was aided by our increasingly diversified economy. “Texas’ economy is more closely tied to that of the United States than it once was, with oil and gas accounting for about 7 percent of the economy today, versus about 20 percent in 1981,” Southwest Economy reported in March/April 2004.16


Most telling, though, was how the Dallas Fed closed its summary of the state’s recovery: “In addition, Texas has an attractive combination of low costs and favorable government policies that will continue to attract workers and firms to the state in the long run.”17


Those factors—which we began referring to as the Texas Model—were key to how the state fared in the Great Recession of 2008.


MEDICAL MALPRACTICE REFORM


Another key accomplishment of the 78th Texas Legislature in 2003 was medical malpractice reform. For years, medical liability lawsuits had been driving physicians out of Texas. In addition to sky-high malpractice insurance premiums and ruinous judgments, doctors found they were forced to practice “defensive medicine”—a kind of medicine designed to ensure the wellness of malpractice insurance firms, not patients.18


But then we passed House Bill 4, the most sweeping lawsuit reform measure in the nation (up to that time). By capping non-economic damages and providing greater protections for many of our hospitals that provide charity care, we were able to lower malpractice insurance rates and keep doctors, nurses, and hospitals doing what they do best: providing health care to Texans in need.


And it is worth pointing out that Texans wrongfully harmed by an act of malpractice can still recover all economic damages, such as all medical bills and lost wages. And if a jury unanimously agrees, harmed Texans can also recover punitive damages in addition to economic and non-economic damages.19


Fifteen years later, the Texas Medical Association (TMA) celebrated the anniversary of this life-changing—and life-giving—legislation. “Two decades ago, physicians might call the Texas Medical Association in tears because they had lost their medical liability coverage and no one else would insure them,” TMA’s Joey Berlin wrote in 2016.20 “Now, insurance rates are at staggering lows, and dozens of companies are competing for the doctors’ business…. The TMA-backed tort reforms that went into effect 15 years ago this month changed all that, and proponents say physicians and patients alike are in better shape because of it.”


Tort reform (medical malpractice reform is a component of this) is an important part of the Texas Model—and any model for a successful state. It is also an issue with bipartisan support: 90 percent of the Senate voted in favor of HB 4, as did 76 percent of the Texas House.


THE SHALE REVOLUTION


In 2005, no one could have predicted the Shale Revolution, or its world-shaking effects. Petroleum imports to the United States peaked in September 2006, with 455,595 barrels imported in that thirty-day period.21


But American expertise and ingenuity were already at work, refining methods for extracting oil and gas once thought unreachable, particularly in shale formations. Fourteen years later, in September 2019, our total imports were down to 290,150 barrels. The U.S. is on its way to being truly energy independent.22 And that fact is changing the world’s geopolitical landscape and strengthening the United States.23


Through horizontal drilling and hydraulic fracturing, U.S. oil companies opened up vast fields, from the Permian to the Bakken to the Eagle Ford shale formations. Even the Haynesville shale, in East Texas and Louisiana, is undergoing a revival as an important source of natural gas close to the LNG export facilities on the Gulf Coast.24


And as Kathleen Hartnett White, also a contributor to this edition of Making Government Work, wrote for the Texas Public Policy Foundation in 2018, the Shale Revolution couldn’t have happened anywhere else.


“Instead of nationally owned oil companies, cartels, and multinational corporations, the shale revolution is the work of small to medium-sized energy companies in the only country in the world that recognizes private property rights in subsurface minerals,” she wrote.25


Former Texas Railroad Commission chairman Barry Smitherman agrees—and says Texas policies helped make the Shale Revolution happen.


“It would be wrong to say that government caused these advances in natural gas and oil production. However, government leaders do play an important role,” he wrote in 2016.26 “They can prioritize and facilitate, or conversely, present obstacles and cause delay. Several states, for example, have placed moratoria on fracking, thereby denying all parties—industry, mineral interest owners, tax paying citizens and hard-working Americans within those states—remuneration and great jobs.”


As fracking techniques improved and drilling increased, the Texas Railroad Commission (which regulates oil and gas in the state) needed additional resources just to keep up. We responded.


“The result? From 2011 through 2014, the RRC permitted more than 92,000 wells,” Smitherman notes. “In the peak year 2014, almost 100 drilling permits were issued every working day, and the average time from permit filing to approval was a matter of days, rather than weeks or months.”27



MORE REFORMS


Throughout my tenure, the Texas legislature worked with me to reform government. In the 79th Texas Legislature (2005), we promised we would lower property taxes, further reform medical malpractice laws, and—despite tough economic times—that we would not raise the price of government in order to balance the budget. And we delivered on each one of those promises.


Lower property taxes, more lawsuit reforms to keep doctors practicing medicine, and increased investments in job creation, public education, and vital transportation projects meant that Texas had a stronger foundation for a prosperous future. And because we had the discipline to rebuild the budget from scratch, examining every cent we spent and restraining the growth of government, we balanced our budget without new taxes—unlike many other states.


At the same time, we invested $1.1 billion in new funds into vital health care programs for the most vulnerable Texans, as well as an additional $1.2 billion for public education.28


EDUCATION EQUALS WORKFORCE


Some states measure success based on educational inputs. Money put into teacher pay. Money poured into the classroom. These are, of course, important. But in Texas we were always focused on outputs. What does our money buy?


We were never going to rank the highest in teacher pay in a state with a lower cost of living. The same can be said of overall education funding. But we switched the focus. We led the way in setting high standards, creating strong accountability, and measuring what students learned through assessment.


OEBPS/e9781684511754/fonts/RobotoCondensed-Bold.ttf


OEBPS/e9781684511754/fonts/RobotoCondensed-Regular.ttf


OEBPS/e9781684511754/fonts/MinionPro-Bold.otf


OEBPS/e9781684511754/fonts/MinionPro-It.otf


OEBPS/e9781684511754/fonts/RobotoCondensed-Italic.ttf


OEBPS/e9781684511754/fonts/MinionPro-Regular.otf


OEBPS/e9781684511754/images/f0039-01.jpg
Table 1: Metrics of the Eleven States That Adopted an Income Tax Post-1960 as a Percentage of the Thirty-Nine

Remaining States

Maximum Tax Rate Population GSP TLotal Searemmd Lol Tax
Revenue

First o o o

Yearof | Initial | Current |3 Y% o |SYears|gugf %o | SYears| g v
the Tas Before Change | Before Change | Before Change
Connecticut 1991 1.50% 6.99% 1.8% 21.7% | 2.4% | 1.8% | -23.4% | 2.4% 1.2% | -47.5%
New Jersey 1976 | 2.50% 10.75% 4.9% 28.6% | 5.4% |4.2% | -22.5% | 5.4% 31% | -43.5%
Ohio 1972 3.50% 5.00% 7.6% -38.9% | 8.0% |4.5% | -43.8% | 6.1% 3.5% | -43.1%
Rhode Island 1971 5.25% 5.99% 0.7% -38.3% | 0.6% |0.4% | -36.3% | 0.7% 0.3% | -46.7%
ennsylvania 7 o o 07% 5% -4U.57 5% 5.3% -30.U7% 7.7% U7 -40.~70
Pennsylvani 1971 2.30% 3.07% 8.5% 40.3% | 8.5% 3% | -38.0% % 4.0% 48.2%
Maine 1969 6.00% 7.15% 0.7% 282% | 0.6% | 0.4% | 25.9% | 0.6% 04% | -37.6%
Illinois 1969 | 2.50% 4.95% 8.1% -374% | 9.8% |5.8% | -41.2% | 7.8% 3.8% | -51.0%
Nebraska 1968 | 2.60% 6.84% 1.1% -304% | 1.0% | 0.8% | 20.3% | 0.9% 0.7% | 27.9%
Michigan 1967 | 2.00% 4.25% 6.3% 373% | 7.9% |3.5% | -552% | 6.6% | 2.5% | -61.9%
Indiana 1963 2.00% 3.23% 3.8% -301% | 3.8% |2.4% | -357% | 3.4% 1.7% | -48.6%
West Virginia 1961 5.40% 1.2% | 0.5% | -56.5% | 1.1% 0.5% | -53.3%

* Latest year for which data are available. Source: Bureau of Economic Analysis, U.S. Census Bureau
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