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SENATE TAXATION COMMITTEE 
APRIL 7, 1975 

The regular meeting was called to order at 4:15 pm by Chairman 
Mahlon Brown with the following members present: 

PRESENT: Senators Mahlon Brown, Wm. Raggio, Thomas Wilson, 
Mel Close and Helen Herr 
Guest Senator Mary Gojack 

SENATE BILL 386: Provides for submission at next general elec­
tion of a question proposing certain changes in Sales 
and Use Tax Law. 

This measure would provide for the submission to the voters at 
the general election in 1976 of the question whether the Sales 
and Use Tax Act of 1955 should be amended to create certain 
exemptions, increase the rate of tax and repeal administrative 
provisions. 

The bill provides for exemption of food from Nevada's sales tax 
and increasing the levy to 4 % on remaining items and services. It 
is felt this proposal would be of particular benefit to families 
and those living on fixed incomes. 

Senator Brown:' stated he has studied~_the .bill and feels first, the 
committee must be convinced that this is something we can do and 
still ~~ke money available in roughly the same proportion that 
we are now receiving. 

Senator Gojack testified on the bill, explaining she has been 
working with the Tax Commission staff addressing themselves to 
the issues just raised by the Chairman. She distributed a report, 
prepared by Mr. Lien, and called attention to the third page as · - ·· 
far as what it will do to the General Fund. The figures reflect 
an increase of $3,108,000 to the General Fund. On page four, the 
figures have been broken down to show what the city-county distri­
bution is under the present formula and under the proposed change. 
In all cases there is some increase but there is no instances in 
which a negative action would take place. j 
Mr. John Sheehan, Executive Secretary to the State Tax Commission, 
said the Commission is neutral and not opposed to the measure. He 
indicated administering a single four percent tax would be easier 
than administering a combined maximum 4.5 percent tax which includes 
a school tax. Additionally, he explained it would give jurisdiction 

· of the tax back to the Legislature rather than the present situa­
tion in which local entities may levy a local option tax. He 
feels, overall, the measure warrants favorable comments from the 
Tax Commissio_n • 

Mr. Lien spoke in behalf of the bill, explaining they had been in 
contact with major retailers throughout the state about the pro­
blems of their administering the tax and found there was little 
or no opposition to the bill. He stated twelve percent of total 
sales tax revenue now comes from levies on human food. He ex-
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plained they feel we' can easily recapture those dollars being 
lost through exemption by go~ng to the four percent levy on non­
exempt items. 

~e suggested two items for consideration: 1. Be sure we do not 
affect the small cities or counties which have sales and use tax 
and one-half cent option tax. They have gone through their alloca­
ted receipts,from the four percent basis,so that we will return to 
the counties and cities and return for school purposes, that a­
mount which they are now receiving and 2. Among the discussion that 
comes from the School Districts is the suggestion that they would 
prefer to see their portion of the money returned directly to them 
rather than going into the State Distributive School Fund. The 
Tax Commission has no quarrel with that idea and can see no pro­
blems if the bill were amended to allow that. Both of the large 
school districts(Clark and Washoe) have indicated their preference 
for direct distribution. 

One of the new aspects of the distribution of monies back to the 
entities is that they have included new entities which have never 
received money before. Money has previously been distributed only 
to the cities. There has been built into this bill, a formula 
by which the counties would receive a small percent off the top; 
the remainder would be distributed to the cities within those 
counties. No one, ho~1ever, would receive less dollars than what 
they are receiving now. 

Senate Bill 386 would yield in addition to what we are receiving, 
a $3-million increase in sales taxes in the first full fiscal 
year. Almost a $1-million increase in taxes in partial year 1976-
1977; $3.1-million in second year (1977-78). This would produce 
an additional $3.1-million above what the present system would 
bring in. Part of that is due to the fact that it would be a state­
wide levy rather than only 11 counties. 

The one question they have heard from the cities is their not 
wanting to be 'locked' into a situation where they couldn't·come 
back and ask for additional monies. 

They have not had much luck in getting information on what the re­
action would be if the tax were extended into more service areas. 

They have contacted 16 store owners, ranging from small independent 
stores to large independent and chain stores throughout the state 
and found only one individual that felt there might be a problem 
in administering this tax. ·He expressed concern over the concept 
of the bill, rather than administration of its provisions. The 
business people, on a whole, felt there would be no problem identi­
fying what is taxable from nontaxable items as the act is reason­
ably delineated • 

An analysis and report has been prepared by the Nevada Tax Com­
mission and was gone over in depth with general discussion about 
primary areas. 
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Senator Gojack indicated she would have no quarrel with the pro­
posed amendment to distribution of the monies directly to the 
school districts as opposed to the State Distributive Fund. 

She also indicated she has discussed this with the Governor and 
he has indicated he would allow this to go to the vote of the 
people. 

Dr. Glen Atkinson of the Department of Economics cf the Univerity 
of Nevada, testified in support of the measure. Information was 
distributed to the members of the committee by him, supporting 
some of the statements he made. He stated one major reason for 
the bill is that sales tax is regressive with respect to income. 
In a study done it is indicated that the Nevada sales tax is a big­
ger burden than in the State of California. The burden of sales 
tax in Nevada is quite high, mostly because of sales taxes on food. 
Additionally, he pointed out that it is said that out of state 
visitors pay most of Nevada taxes; this is not true. Tourists pri­
marily spend money at eating and drinking establishments but not 
food taxes. We should shift the burden to tourist-oriented bus-
inesses and exempt foods. · 
He stated the dollars saved on non-taxable food items will probably 
be spent on something else that is taxable. And last, he pointed out 
that we have six jurisdictions that do not impose a city-county 
relief tax and many of these areas cannot finance their own govern­
ments. This bill has added strength for raising revenue for 
those sma+ler.areas. 

Mr. Richar·a. Segal, University of Nevada, Reno, Department of Poli­
tical Science testified in behalf of the bill. He discussed the 
material distributed by Senator Gojack and stated he considers this 
to be one of the most beneficial issues the legislature will be 
asked to vote on this session. He urges very strong support for 
the measure. 

Father Dunphy with the Franciscan Center spoke on the bill explain-. 
ing this would be of particular benefit to people on fixed and · 
lower incomes. A great number of national groups that are concerned 
with ~poverty programsbave this as one of their recommendations. 

Ms. Janice Gale, Vice President of Consumer Action of Northern 
Nevada, testified as wholeheartedly endorsing this bill. She feels 
taxation of food items :cis an unfair tax. 

In discussing what services are being contemplated for taxation, 
it was pointed out that it was not unusual to tax shoe repair shops, 
cleaning and laundry establishments, automobile repair, barber and 
beauty shops, almost all shops and repair businesses, however, 
most professional services were exempt~ 

Mr. Bob Warren, Nevada League of Cities, stated he was not appearing 
in opposition to the bill because this is not a bill that, on the 
surface, would injure the cities. It was pointed out that the revenu1 
received would be substantially the same, but there would be a shift 
in the formula. In 1973 he appeared before the Legislature seeking 
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some relief for the cities in the form of a one-half cent sales 
tax. He pointed out that fiscal conditions of the cities have 
deteriorated since then and the legislature does have the respon­
sibility to provide a sound fiscal base to provide for services. 

It has been determined that the cities would be approaching the 
legislature with the possibility of an additional one-half cent 
sales tax for their use. If this bill should go through, it 
will preempt the cities from any consideration of a tax increase, 
as he feels the public would not approve a four and one-half cent 
increase. 

General discussion followed on this bill and: 

SENATE BILL 378: Proposes to amend Sales and Use Tax Act of 
1955 to exempt food products for human consumption. 

Mr. Lien stated we would be talking about a straight loss as 
SB 378 has no provision for recapture. There seemed to be no 
appetite for this bill. 

,A discussion was held on proposed amendments to Senate Bill 
#386, which will affect distribution of a portion of the sales 
taxdirectly to the several county school districts. The change 
in the allocation formula will require an amendment to pages 
26 thru ,28. ,t. · 

Mr. Marvin Piccolo, from the Washoe County School District testi­
fied in support of the bill, stating he had discussed this with 
Mr. Kenny Quinn of Clark County School District and they are both 
of the opinion that the money should be distributed directly to 
the schools. He stated it would help the schools in making appli­
cation for federal funds inasmuch as their approval is determined 
to some degree on what amount of local support money they have. 

Some discussion held on the difficulties that might present them­
selves at some time in the future if we should want to raise the 
sales tax. It was felt we might have a difficult time and was 
recognized as a possible problem. The committee felt, however, 
there are other sources that might be tapped. 

Senator Gojack stated that while it may be politically expedient 
to wait until years from now, she felt we should really get down 
to the basic problems. She would hate to see something like this 
passed over especially in view of the fact that we are not really 
going to be losing anything and would be gaining $3-million per 
year. 

Senator Raggio asked if we could explore other ideas for additional 
revenue without raising the tax levy to 4%. It was pointed out 
that the people would make the final decision in this case due to 
the question being put on the ballot. 

Mr. Lien pointed out that there are three broad-based taxes: 
property, sales and gaming. We could explore the gaming aspect to 
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see what kind of increases would be necessary in order to re­
capture the same amount of tax without going to the 4% levy. 

He was requested to explore other avenues of raising money and 
bring his suggestions back to the committee. 

ASSEMBLY BILL 298: Provides for the distribution of a portion 
of the county-city relief tax collected from the sale 
of a mobile home to the county of its location if dif­
ferent from the county of sale. 

Brief discussion held on this measure, however, there was not much 
appetite for the proposal and a motion was made by Senator Raggio, 
seconded by Senator Brown (who was not presiding at the time} to 
postpone action indefinitely. Motion was passed by a majority 
vote of 4 to 1. 

ASSEMBLY BILL 283: Requires report of tax dollar loss from exemp­
tion granted to certain properties used for air or 
water pollution control. 

A brief discussion was held, resulting in a motion by Senator 
Raggio to recommend "do pass"; seconded by Senator Close and 
carried unanimously. 

ASSEMBLY BILL 411:Supplies omission in reform of certain tax 
penalties. 

The bill amends the Local School Support Tax Law to conform to 
the 1974 amendment of the Sales and Use Tax Act. 

Mr. Lien explained this was approved by the voters last November. 
Now they can reduce the penalty but they still have to impose 
one. What they are asking for is authority to conform this to 
what the voters have approved. 

A motion was introduced by Senator Close to recommend "do pass", 
seconded by Senator Raggio arid carried unanimously. 

There being no further business, the meeting was adjourned. 

Respectfully submitted, 

APPROVED: ry 

B". Mahlon Brown, Chairman 
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Date. Mon •... April .. 7 ...... -Time .. P .m •... ajd_. .... Room. .... 231 ····--··----···· 

Bills or Resolutions 
to be considered 

S. B. No. 386 

S. B. No. 378 

Subject 

odifies ore-~-..-;;;;;-,...-;-;:;--
tra erred eal property and 

increases penalty for false declarations 

Provides for submission at next General 
Election of question proposing certain 
changes in Sales and Use Tax Law. 

Proposes to amend Sales and Use Tax Act 
of 1955 to exempt food products for human 
consumption. 

*Please do not ask for counsel unless necessary., 
.. 

1.76 

Counsel 
requested* 

7421 .... 



-

March 13, 1975 

TO: Senator Hary Go.1ack 

FR0!-1: Jm11es C. Lien, Assista:1 t Sccrctnry 

SuBJECT: Revised Impact Stuci.y Regarding Food Exemption Plc:m 

. The p1~opos,:,d system :i.s bnscc on c:-:,i1;1?ting food for human cr.nsumpt:!c:n (bought 
fr<im grocery stor~s) from _the S.lles · tax. Accordinzly) Ch.iptcrs 37!1 and 377, 
Ncvndo Revi!::eci Statl1 t.0s, \1oulcl be r<'1>calc!d with n statc!wi<lc s~lcs nntl u~e 
tm: l~vy of l;i~ being i.n:posecl in lieu of the present r.w.xi;:.uiil levy of 3\;%. The 
amount collPc-.ted would b~ split" bct\·!een t:h0. St3te General Fund (57% er 2.26), 
the State School Distributio:1 Fu.:\d (28% or 1. J.2), and the Counties and Cities 
(15% or • 60). That rc.:!K,unt ,.ow le:.:vied as Loe.al School Support 'fax and d~6ucter1 
as loc,.l (:f f crt fro::: !:!H:! .?::l•tmt conputPd as th£? Dif, tribntic,n Fund allocaU.on to <l·­

school dis::rict v:il:i. be vut into tl1e St.1te iht.tribut::.oa Sd100!. F\!:":<l. f,-:c~~~i.n~l y; 
school funding is not affected. 

.-. 
The proposed system actt,al ly generates additional tax dollars and becon,cs 
a new snurc:1?. of revenue to some cnti~- ies without lo?-s to cntiti:::s nm: receiving 
the ½.¢ County/City Relief T;:ix. All ":,..7 Cou-=ities an<l 16 Cit.ic-!s will rcc<dvt? on 
allocat:i.on. The .60;~ ,dll be allocztcd to counties on a population bas::..~. / 
In c:ountic$ \dth one or no city, that amouu t w:i.11 be distrib:..itcd on the basi.s 
of p.opulnt:ion rntio. In countj_c_\r~,,}'!:i.th t·wo or more cit:ies (Clark, Elka and 
Washot?) the county will reccive4t·) · ··1. of the total cou~ty allocLiti on with the 

~--~~ ·~ balance being distributed to the E:t.'des as a population basis. 'J.uCi proposed 
system has no adverse impact on the State G.2ncral Fuad, school or local funding. 

JCL/nn,: 

Attacll 
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STATE SALES A~D USE T.~X RATES 

Loc.:ll Cou.'1.ty & 
State Rate Scl-.ool ~:ite City Rate Tot::l 

2% 1% 3 % 

2''' 1~ 1% ½% 31;% 

2% 1% . ½% 3½% 

2% 1% ½% 3!.1% 

2% 1% ½% 3;.i% 

2% 1% 3 "' ,. 

2% 1% '1 % ., 

2% 1% ½% 3!.i7. 

2% •. 1% 3 % 

2% 1% ½% 31~"' -~,. 

2% 1% ½% 3½% 

2% 1% ½% 3½% 

2% 1% li% 3½% .. 
( 

2% 1% ½% 3½% 

2% 1% 3 % 

2% 1% ~ 3½% -
2% 1% 3 I 

I-' 
00 
i+,I( . 
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State Gcncrnl fund 
State School ))istr. Fund 
County School Dif>tribution 

Su!>tot{li 
*County/Cities 

Total 

*23 f..ntities in 11 Cou~tics 

PRl~SD:T S\'ST!:~t ----·--
1975-76 

59,1101,000 
l ,M0,000 

27, 2(~'?_,!!._9..Q_ 
88,507 ,!,90 

_J.3,lil,3,277 
101,950,767. 

PROPOSED SYSTf.r-1 

State General Fund 
State School D.i.ctr. Fund 

Subtotal 
**County/Cit:i.cs 

Total 

l.91G-77 

64,737,000 
1,910,000 

22, 75)~.10_ 
96,458,130. 
14 .{l.53,063 A 

111,111,193 

185 

1977-78 

71,210,700 
2,11.1,000 

32., 7A6.,_~!!_ 
106,103, 9!13 

16,..,l~.:~7...C:,_C 
122;222,Jl3 

4% J,evv Stntcwl.de with Food Ex~ti!'>t ---l.<-------·------
1976-77 

61,, 9/il,, 156 
-1!,902, 394 

96,8116 ,552 
17 y09_Q,5~ 

113,937,120. 

1977.:.78 

71,438,571, 
_]L092t.§}.L 

106,531,207 
18,799 1.§_25 D 

12s, :no, 632 

** 33 Entities in 17 Counties - Distributed on basis of population. (Counties with 2 or 
more cities v.-ill receive . 05% of the county's total allocation, tbe cities will rcceiva 
.55% of that allocation distributed on a population basis,} 

Put into Effect January 1, 1977 - Blc~nd of Present and P.!.~!?-2;~ 

State General Fund 
State School Distr. Fund 
County School Distribution 

. . County/Cities 
Total 

1976-77 

.64,806,052 
11,947,468 
19,834,088 
15 2lt6? 2568 B 

112,053,176 



t' t 1, 

• .• I 

186 . I • C.:OU~ll"Y/ClTY DJ !i"l"l~ln:JT IO~S .. . .# . . 
A 8 C 1> 

1976-77 J.976-77 1971-78 1977--78 
!:!'ti~>:_ !!,~pot Syst~m l!.!'-•111IC>•I Sv::.t~ Prcr.f'nt Svst.~m --- --- fr.2~~~2;_,~!!:::] 

Corson City 180,200 S94.989 

Chcrchlll 241,58.4 2/19,109 265,7112 290,576" 
.-allon 94,631 97,580 104,094 113,823 

Clark 159,276 87S,66-1 
Boulder City 248,609 251,817 273,470 274,111 
Henderson 780,368 790,452 858,405 860,418 
Las Ve&as 5,987,211 6,064,556 6,585,933 6.601,375 
Ho. Las Vegas l, 723,807 1,746.080 1,896,187 1.900,634 

Douglas 220,089 226,832 242,093 264,680 

Elko 8,135 26,845 
Carlin 58,524 59,280 64,376 66,870 
Elko 339,685 344,0H 373,653 388,129 
Wells ,,a, 1s3 48,803 53,001 SS,054 

Esaralda 7,332 24,195 

ercka 11,052 36,471 

I . Humboldt 89,l.65 · 91,938 98,-081 101,21,4 
Witmei::ucca 114,718 118,292 126,190 . 137,978 

Lander 31,~16 102,552 .... 
Lincoln S2,li83 54;121 57,732 · 63,124 

Caliente 29,296 30,205 32,225 . 35,236 

Lyon 198,637 20!1 ,822 218.501 238,912 
Yerington 64,283 66,285 70,711 77,316 

Mineral" 225,496 · 232,717 248,0li6 271,222 

Nya 151,109 155,814 166.220 181,750 
Gabbs 27,951 28,819 30,746 33,619 

: 

fershing 35,144 36,242 38,6S9 · 42,273 
Lovelock 50,239 51,806 55,263 60,429 

St.orey 8,101 26,133 

Vashoe 70,560 . 232,848 
keno 2,906,901 2,91,4 ,4oo 3,:.97,591 3,321,532 
Sparks 964.950 971,1122 1,061,446 • 1,102,588 

'\lhite Pine 46,415 153,172 
Ely 71,896 U-1,260 

_.TAL $14,653,063 15,465,568 $16,118,370 18,799.625 · 
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STATES WHICH EXEHP'f FOOD FRO:•l SALES TAXES 

Alabam.."\ - poultry and other farm, dairy, grove or garden products ·whoo in 
original state. 

California - food products for human consumption. 

Connecticut - food products. 

Florida - foods and drinks for human consumption. 

187 

Georgia - food sold to approved private elementary and secondary schools. 

Iowa - gross receipts from sales of food for human consumption wnich may 
be purchased with federal food st.'.lmps..-;.<::, c'..:( · ,S..,1/ ,., i-1·1.., ew <col ,f.<(. .... t. 

Louisiana - sales of livestock, poultry and other farm products direct from 
the farms. 

Maine - food products for hurnan consumption, except meals served on or off 
the premises of the retailer. 

- 9. Maryland - sales of food for off-premises consuraption. 

• 

10. Massachusetts - sales of food produc.ts fer hw.ian consumption, sales .of 
livestock and poultry. 

11. Hinnesota - sales of food products. 

12. North Carolina - products of far~s ..:!,en sold by producers in their original 
state. 

13. North Dakota - sales of mi>;ed drinks composed o:f alcoholic beverages and. 
non alcoholic beverages or ingredients; sales of food supplies to public, 
parochial or non profit schools. 

14. Ohio - food for hur:-.an consumption off the premises where sold. 

15. Oklahoma - non-intoxicating beverages. 

16. Pennsylvania - food and beverage~ for human consumption except (1) soft' 4rink.s, 
(2) malt beverages and liqours and (3) food and beverages sold by caterers 

17. 

18. 

and eating places if total price exceeds 10 cents. 

Rhode Island - food products for human consu2ption except meals and other 
food products sold for iwr:ediate consu:::ption on or off the promises .even 
thoush sold on a take out or to go basis • 

Texas - food and food products for human consumption, not including soft 
drinks l<hen sold in liquid or frozen forras, and candy. 
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19. Utnh - nll salt's of food, :11.wcrng<.! and <laity products f.t'om vc·uding 1ru1tbi.Jl<:s . 
when proceeds of the Gales do uot exceed 15 cents. 

20. Vcn:iont - food, food stmnps, food products ..ind ocverages -liolcl !or: conct~nption 
off the prcmir;c.:s; pct food and food pro4ucts. 

21. Wiscon!iin - food, food products and beverages for hu111-1n c:on,su.;aptiOll \mless 
sold for direct consu.'1.tption on tl1c premises. 

, 

Source: ptate Tax Guide, Comn:ercc Clearing House 
Compiled by: Council of State Governments 
August 6, 1974 
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GOVERNORS C.i\LL FOR NATIO~AL ENERGY co~;SERVATION EFFORTS 

A massive voluntary energy conservation program was urged for.the Nation as Gov­
ernors held their annual winter meeting in Washington, D.C. The resolution said in ... 
gredients for such a prograra included more vigorous enforce.ment:, Of lower spe,d.·,i.i\tlit1h 
more federal aid for public transportation and stiffer standards to encou~.;~ ~e 
~f f:i cient motor vehicles. Other resolutions fro.11 the National Governors~ Conitn:·e~e 
urged e:-:tended unem?loy1:1ent benefits for the. jobless and a two-ye~ mor•t;oniua On state, .. 
funded matching requirements, for impounded highway fdnd-s·. ··•· 

MORE STATES FREEZE HIRL.~G, REDUCE SPENDING 

More States are tightening the:i.r fiscal belts. A.'nong .the most dramatic, RlfODE 
a!:..St.t..:;n Governor Philip W. Noel proposed a. 5. perce~t- wage and wo. rkweek .. __ cut .. for itll ·. 
w,:tate enployees and ordered a f;reeze on h1.r1.ng ana curbs on s~ek-le.4ve &busff.. J°' 

· fre:ez.:s were also announced by the Governors of DEL..i\~:ARE, ILLL.~Ol.S., NASSAOKUS&TTS, · 
NICH!.G.!...~,. P£:-."XSYLVA..\"IA, SOUTH CAROLH;'...\. end UTAH. Cost cutback~ were di'te.eted by tbe 
Governors of .-ii:"llZ0:;.A, FLORIDA, KENTUCKY, NEB?...:\SKA, SOUTH DAKOTA,. V'Ef.MO!tt; Vll'<G:WA , .. 
and '~IASHD{G'I'OX, amo:1g others. NICHIGA~ Governor Willia.'T. G. Milliken i:nt:enda' to t;ak,e. 
a 10 percent pay cut as part of a eomprehonsive aust~rity py;ogJ"~r:t.CAJ..IlOa.N?A O.~nor 
Eci=.u=id G. Brown, Jr., cut his office expenses by 7. 6 percent· attd redu¢ttd,.bis;, to.p ai.6$6' 
pay by 7 percent. 

RELEASE OF tUPILS · FOR RELIGIO~ UPHtLD L.'ll WISCO~SIN 

A 1973 \-:ISCO:-{SIN law allowing the release of public school pupils from,il•sse.is tor 
religious instruction is cC\nstitutional, the State St.:.preme C.;)urt rulec.t lebl:'uary 5.,r· 

GOVERNORS PROPOSE TAX Crl\NGES 

•. 

Proposals for tax breaks outnuoben~d. ca Us for .,tax hikes, in the GOV!i•.ruo..t&' 1975< :: y, 
st.:::c of the ;;tete end budget messages. Income tax.brE:aks were- asked in .si:-t Stra;t~J,. , l 
~~ta.::s brc.:;\~s for food and druzSJ r<.,cpr,-:;enr.ed in nine S.t,a1:er., and varieu:s prQ;P<:Jty .' - \ 
tax rc· l ic f me.:~sures c.al led .f 0r. in 15 States.. In ''or"ler to finance e<iual cduc,3.td.onJ!tl • 1 . .. ; 

O;>?crt•.:aity, the GoVt'!rnors of ~:Ew jERSE:Y and sou:r...i D/,lZOTA urg.ed imposition of j.,r1eorae , i 

t~:::.:s. ~a;;w j1:RSF.Y' s Governor also asked fo.r an ofhe;ttiug cut in. the sales. t.1)1.,i.:;$.r.l•: - { \. r·,, ... t> 
t.,ix incrc!asc-r: :•:ere sug3ested hv the C.ovcrnors of C ~:-;-,; .,., - 1' nd I S • ! ~ . .; . • - · .··· .. ·. ;,,{':. 

, ~-- -·~tion for food sa~cs). Oil~O s Govcrn,,r ~ic<l hikes in -~}ui aale~ ~ffll:t.~s-\J 
0 .. 1:·!·~ tax~s c,, p.:11 lot pn:•posals 1or bond 1.ssues.. Gasohn\l tax inereisc.s w~r-e .. pro-- ,; ;, 
p,:..;-?d by the C-ov\?rnc,r:; of ~1::w .mRSEY, :,Ei•: Y0RK,_a:1ct.sou1a D,..\i;(}ll\. Ciga$'-etteJ;t,t.~!ii-\lOUld ;'{• 
be raised under propos:ils by tho G1.1v~rn;..,r.~; of cn:;:::'.CTICl.11' anti vcm1mrr. lligber :~!Jitt.c~s · 'f 
te:,t:s ,,·ere .:1dvoeftte:d by the Go•!.:'\rnors ,)f CO~::,!ECl1CiJ1, NEW YOR.~, . \1.A.'iUl~G!J."0.1 ~~ ... ~~\00 ·.· ~ 
(c.:,l'.'j~Orl1tc inCOT.C& OVt=.!r $25,00(i). !-lIC!lIGAX Is Gove:n1or ,nd\'.'.lhccd a plan felt a:/l pel-c:;:itt 
C.<!::por.itc prof it .'..llU p.iy.:oll t.:.\;: to rct>l.:!CC the: J'.S flfl:'CCllQc tar. 01-\ profi:tti~. . 
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· ·• ~.F.KA~SAS ~ill hold a consti:ctio~al co:...,..e:::tion beginning Hay 29 ~s a res'.llt·-c,:! a 
i.975 !.at; w:,:ch was Gover::rc::- ;)a·::.c_E. i-'.:yor's :c?> p::-i.orit;_:/ for die s~ision. _ r, ... --e~i:,:--· 
sc:·.-·-":-. ccl~safes will b~ .:!?p:C>in:-:d by t~e Go,:e:-,10.:-~ fi\!e by the Hoase a.r,<i :ht'ee_ :>,1 ~he 
Senate. !he law-, provi-des thac ca_:-t.ai:1 contr::>·.;ersia1 s~ctions o!,, the co:tat:it,~tqn '?4L't~ 
nee oe chang5!d by the conven:io=i. Th.: new CO!l$"ti.tutio11 is to b9. subt"ttttli-1$.: ,to -dl~Y 
voters{at a special el~tion in Septer::oer. 

THREE ST • .\~S HIKE t!O~R P-AY, OX-£ LEGISLATIVE COMPJNSATI~'t 

Pay raises were granted to state employees by 1975 legislative action in-LO!.rtS_ZANA, 
NORT'n D+\.1<0TA, and 'i"EXAS. T"ne Te:::-:as Legislature appropriated $93 million to fa.ml -ll per­
cent. r~ises for workers earning iess than $876 r:1onthly · and 9 percent rai:s1ts fo~ high.-1: .. 
pc!?id -;.:o:-kers. The Texas law also increases travel reimbursem~nt to 16 ,cettts. a mf.:1.(t. -- · 
,forth" D-::kot:::.'s 10,000 state ea?loyees will rec.eive raises a1/etarJ:ng U.9 pa,-:c:;.;,ant -f:.,lt'< 
the h.st six months 0£ the- bienniuo. Louis;i.ana's Legislat~e provided $30.9 t.tiHion•,;;; 
to fu:;:d nli.nfru:n $400 -or· 5 perc~nt cost-of-1£1;,ing hikes Tor st·at~ ":\'O'T.kers t!n'd te-~eh~s. 
AL.'\3;,:,:A legi:plators voted: themselves an inc~e2.se,,, in~daily_ e~ens~ a..ll.9~nce.s .,fr;;;r:t J:jO 
to S30. 

JOB FREEZES ORDERED BY MORE GOVEP,...'{ORS 

.A..JtK..Al\:SAS Governor David H. Pryor, citing sluggish tax r.ollections, orde:-r.ed ;a 
freeze on sta)::e hiring in late January, with the u:cep:tion of additional et'l?~oya.es 

- t~ h.a~dll~ food _st:am~ de~and~. T.EN?-."ESSEE Gov~rnor R~y ~la~ton i:nposed a_hJ.r.tng:·f;..'1Jez,e. 
p ... acea pa-rchas1.ng o ... m!l,::or 1.te::.s on an er.ierg~ncy oru.y uas1.s, and told Ju.s cabi~t; t.!' 
ruake inoediate bu.dge·t cuts to avoid a $71.4 r.1illio:1.. deficit._ this June 3-, .. . 4.. ·1~t.a.i< ... _ 
opinion by the Tennessee. A::torney Gener.al' s office ~dvised thac the Stata--co\lld'.i:mit .• 
run a deficit and all appropriations would cut off wben the treasury .t.'rnp:tied. :MA12 
Governor ~Ja2:.es B. Lor-.g1~y orderec!c. an immediate free:z-e cm hiring stat~ em.pl~e,f.l,i~ 
on ne;, purche!-ing 'Whan he took office in January. · 

FEDS MUST }l:EET STATE l~ATER QUALl'rY St'ANDA,.~S 

States_ can regulate seuage discharges from fede:ral insJ;allations-,_ in:cl\nl~g :niU., ... -
_ ta-ry facilities, the '!.: .S. Cc~rt of Appeals in San t"'r.rn-c i-~co ruled Fe&ru.1r? ,14. , 'lh-!i: 
co .. tr t: upheld the right of CALIFOR:U:A and WAS;TI~GTO:, St:~ta to apply - their 1uo;:e_ ai-riq..ir.t 

- water quality standards to fodernl fad.li::ie:5. Th~ ftderal Envit'(l~ntal Proce-et:1.on . 
Age:icY had approved che two States' high~t s'taada.rcs, -bi::t had excluded fader.-l(a~&nd.ei,, 
fro:n corcpliance. - - --- -

JUDGES ?-!CST DE LAWYEl\S !~ WASUI:\GION STATE 

A 1973 ~•: . .;SHT.:;G·i'-O~ St3te L:tw requiring that justi.cCIS of the pe.11ce $-d d.i s::;riei;. c·~l;t 
_iud~es in counties or th~ secoad <.~lass and lat:ge,: b.e · lawy:c:i::.> wtts uph,11,;1 F.;;oruat'y ZO'l,y -
th~ S:.ate Supreue Court. The' Court cienied a contention by a noi1.lawyer:.;:ic:1.·r.~r jutHiit~ · 

__ -·•---_ cf- th::! pctce that he should have been allow;;d to seek ree lcction under a Hi61- ,l~;.; ,rit.h 
a g,~;1dfather clause. The Cci;rt said the 1973 la\.1 ~ficctiw.,ly r~p~alr. r.he: ·s-r~.rtdfr.::h~:c 
'cl.:u:-~. 

__ _._ __ , ___ ....,. ________________ ~-~M----• 

,_ 

Ptib1 i i,h. 11i! c·ver:r 
K~ntJ:..~~)' 1t05~1. 

t1.-:o ,-:,.1cks by t:·1e, Council cf St::.n:c. Covernmen$, lion' WQ-.:kti i(U,:~z l.r:~in:!:..";.-:.; 
Phone (60(>) 25~-?.2':>l. Suhl>c-rip~igu -l{«'~'=, $~ .yct1d,y .. - ', F.l.;dJ,14,·;Ki;H.t§)•::,eJitt'tt';!: 

• ,·l,. ,. ,,. ._., •• ,,,.·,:' .• ·, .I '~-~~-~l)~~~:'.' .. :.'; 
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Plll~n•JCAI. sc: ~~rlC}~ 
lt,;noi Hcvida h!l5ll7 
t70iJ 78-1-67;12 

March 12, 1J75 · 

The Honorable Mary Gojack 
Nevada State Senator 
State Legislative Building 
Carson City, Nevada 89701 

Dear Mary: 

Enclosed are the materials on tax impacts thab I referred to last 
week. Both sheets are from Richard A. Musgrave and Peggy B. . 
Musgrave, Public Finance in Theorv and Pract.ice, which is probal)ly, 
the leading textbook. currently used in that fi.eld. 

Table 12-5, page 313, shows in relation to a hypothetical sales 
tax: 

1. A broadly based sales tax results in a tax burden for 
people with $2,000 adjusted gross income that is twice 
that of people with AGis of $50,000. 

2. If food is exempted, the tax burden (percentage of ad­
justed gross income paid through the given tax) becomes 
almost equal, though still disadvantageous to the poorer 
person. 

It · is not clear whether Musgrave includes a service tax in hi:-s 
"broadly based sales tax". If he does, the Nevada sales tax is 
considerably more regressive than his broadly based sales tax and 
would remain quite regressive even with food exempted. 

The second sheet, Table 15-1, shows the trend of tax burden through 
a general sales tax as it relates to total family income rat.h.er 
thanAGI. It is more realistic insofar as it shows effects of 
taxes as actually inposed in 1968. It shows that the general 
sales tax has a differential impact of almost 7:1 on incomes of 
under $4,000 as compared to those between, $35,000 and $92,000. 
This presumably lumps together sales taxes that include and 
exclude food. We can infer from Table 12-5 that if all state 0 and 

A ritVISION or 'flif"tUNIVL,,SI r Y";(Jf- tH '✓ ADA SYSH,M 
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Senator Mary Gojack· 
March 12, 1974 
Page 2 

I • 

local sales taxes excluded food this differe·ntial. burden· woµl_d 
have been quite narrowt 

192; 

Please feel free to reproduce this evidence. I again offer.to· 
testify on this evidence if you think it would be~useful. 

RS:tw 

Enc. 

Sincerely, 

1
f.;vi<'~•~4 f~-'-J:{ 

Richard Siegel 
Ass.ociate ·Profr::rssor 
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abl.: [O- ~{-,.,_.;.)r;,_:;1h,• t.1 \ ~1t!:n:!!1,:r.:tit 1:1,. Sm.:c it Wt.\t:tJ be C\.:cc:,!:r. ;.:) 

di1!kult tl>'if/~~=:,:;:r;,rc: ~:(L'Jr:1.11 \ ;ilor:<,~h!c.:J l,1X with r~t~1i1 ta.,c~ at :tu: ,t.1~ 

krcl. the ~l\Adu,i,m:h thjt .I k,kr~il .:on~UIJJ(ltiun tax. jf it v.·crc: 10 be im• 
posed, should abo take .the retail (vrn1. . . . 

, 
C/EOUITY ASPECTS . 

.. \ tompletely i;cncra! sales tax is r~sressive in its bur-den distribution and 
. hence is given low markt by .advocates of progressive taxation. •. In this sec­
tion we consider the exte~t to which this is the case anq what can be done to 
rdk\'e it. · 

Burden Distribution 
A general rct:iil s~ilcs t~x o·n cons11n1cr goods or a consumption-type value­
aJJcd tax is cquivalcnt.i11 principle to a general flat-rate tax on consumption 
ex-'pcnditurcs. Looked .1t from the point of view of /i;',rizontal equity, such a 
tax is equitable if the fodcx of cqu:Jlity is defined in terms of consumption. 
By the same h.lkcn, it is inequitable if the inucx is defined in terms of income. 
F.1milics with similar incomes may have differing consumption (or saving) 
rates, \\ hethcr due to age or other ditf crcnccs. Such families will pay dif­
ferent amounts of tax, thl!S violating horizontal equity. Looked at from the 
point of view of 1wrical equity, the general sales t;1x is proportional as 
related to the consumption. but regressive as related to the income base. 
This is the case because the s:iles t:ix is paid by the consui11er and consump• 
tion as a percentage of income declines (savings as a perccnt;1ge of income 
rises) aswe move up the in<;omc scalc.'3 Column I of Table 12-5 sliows the 
bun.lcn di:-.tribution of S.:?5 ffilfion raiscu by a progressive income tax, while 
column 11 shows the estimated distribution for a broadly based 5 percent 
sales tax yielding a simil:ir amount. We note that the effective mte (ratio of 
t:,x to income) of the income tax rises as we move up the incom,; s,cale, while 
ihat of the s:-iks tax falls. u M oreovcr, though not shown in the table, the 
sales tax burJcn at any given income tends to rise with family size. Since the 
s:1.vings rate at a given level of ii1come falls with family size, expenditures 
and hence the tax bu rdcn .rise, Thus, it is estimated that at an income level of 

· SS ,500 the Michigan sall!s .. t~x paid by a family of four is $128, whereas a 
single person pays only $78.,s · 

"Forfunh.:r Jiscussion <>fsalcs t:1x incidence. sec the summ:,ry picture civcn in Table IS•I 
anJ the an;ily~is in Chap, 19 wherc the uis1inc1ion between lifetime anJ annual incomc is rJisc:J. 

"Rcgres,ivily is more pronounccJ than shown in the lablc if the II('/ burJcn of the 1ax is .:on• 
sidcrcJ. This is the case bce:1usc &he tax is dcJuctcd from taxable income under the feJer .. l in• 
come 1 .. x (rather than credited ai:ainst tax) so 1h:it l:lX SJvinss from 1he dcdu.:tion ri~e "'•')l 
bracket raics. . <o: · 

ua .. ~.:J on s.ilcs t1it JeJuc1ions I\Crmiucd unJcfr the Fc..lcr.il Income Ta~. S(c lr..!auJ..-1 
Income T:u, R.:1urn, Form 1040. 1~7 I. 

• 
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' I 
( 

f 

I 

i\d1ustttd 
Gr!)SS 

lnco~~ ," 

s :Z.Q-0() 
4.J()() 
5.0<.JO 

10.000 
IS.Qi)? 
50.0()0 

IQ.0,000 

Sm,rcc•.t: 

• $.\t.E_J TAXE$ 

• . TACLE 12·5 . .,., . · . · . 
SiirdOII Impact Of R.ilsin.g S2S Billfbn In Alicdnauve Ways 

:m 

t.. 

(Ta)( as PercpM 9.f ,.MllL 
• :' ~I 

S~!cior &roadi:, liahil 
Broadly Based Valoe•a'dded . · saiiesif· · 

.. $ales orr Tax with Valu$,adt!iti• . 
Income Value-added Food -wf:~ilt TlX T~.·so/o exemP,tions, .,,... 

(!), (U) 
.,. ' 

(111) . (IV} 

4.4 3.f 
3,2 2.9 o:5 

o.s 3.2 l.9 .J.6 
2.3 3.0 2.9 !.$' 
3.0. 2.8 2.9 3.3 
6.0 2.2 2.9 i..l 8.6 1.8 2.s 2. 

C:_olumn I: Joint rc1urns. four cxcriiptinn,. A hove S 15,000 as~umes 10% as dcduclion. AU 
income fully ta,whlc. Assuming the yield from prhcnl rates al SJ 00 billion, rhe above equals 
one-quarlcr of present liabilities to yield S25 billion. . 

Colun1ns II .ind Ill: Ratios cstimat~d on basis of Tax Found:ilron, Tar 811rdenand Brn~-z 
of Gm·,·rl'ltll<'llf Ex{'c'ndi11,r,•s by lm:0111,• Clus.f('S 1961 fo /'}65. New York: 1967; a~d Josipr{ 
A. Pechman •. J-",,Jm,/ Td.r Poliry, 2d ed .. Brookings. 1971, p. 157. · ..• 

Column IV: $2,000 or consumption is fal<~rtce. Credit of SI :m to vanish by $:?4 (or tac'b 
$1,000 or income in excess of SS,000. 

. Th,i~Jegressiv~ ·nature of the gen er.ii sales tax remains but is reduced sub­
stantially if home-consumed food is excmpte'i.I. About half the sales tax 
states erovidc such exemptions. Since this results Tu a substantial redtict'io11 

· in tax base, the rate as shown in column Ill must be raised from 5 to 7 per­
cent~? maintai~ the yield. While the tax remains regressive at the very bot­
tom and fop ends of the income scaie, it now becomes more or less propor­
tional over the middle range. The regressive pattern is greatly dampened our 
it is not removed. · · · 

Credit 
A more effective way of dealing with regressivlty is to tackle the problem di­
rectly by permitting a tax-free amount of expenditure. This may be done by· 
permitting the taxpayer a corresponding credit against his _state income tax. 
Such a credit is now used by seven _states and the District of Columbia. ln 
some states, the credit is given as a flat amount while in others it is limited to 
Uxp:iy~rs below a certain income level. In others, the credit declines as in­
c-.,mc rises~ A credit of $8 given in Indiana, for instance, capitalized a.ta tax 
r~:c o( S percent implies a tax-tree expenditure of $400. As the credit is 
~ ~-. "C'n per _person, it allows for the number of dependents. Thus it not only ~ 
tt.:Z..;c, rcsrc~sMtr for a given family size b\.lt aJso reduces the bur:den for . ~ · 
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FIGURE 15•2 
Total Taxes as a Percentage cl Total Family Income 

N~tes: Total taxes. federal taxes, and state and local taxes are derived i7cim 
Table 15•1, lines 17, 6, and 15 respectively. 

The state and local picture shows a less progressive pattern for th 
come tax which in fact turns regressive at the ur12er end. 22 The rcgrcssi 
of the general sales tax (line 11) exceeds that of excises and the pro pert 
distribution (line 13) is mildly regressive under the assumptions used h 

The combined pattern. including federal, slate, and local taxes (lln 
and Figure I 5-2), is the most interesting part of the picture. We find 
overall burden distribution to be more or less proportional over a wide 
die range-from, say, $5,000 to $30,000-which includes the great bul 
all families. Again this is flanked by prO£ression at both ends of the; seal 
payroll taxes are excluded {line 18), lower-end pro~rcssion is inc/ease 

' 
ALTERNATIVE ASSUMPTIONS We have noted that the choice of the 
cidcnce assumptions is the most crucial element in determining the resul 
pattern of burden distribution. This is shown in Table l.5-2 where the si_g 
cance of alternative incidence assumptions is explored. The results 
shown for selected income brackets only. 

,.,Since bracket rates do not exceed a moderate level,,£he increasing share of i~come su 
10 preferential trcltme&U result$ ih a decline in the aveiaae r.ite as computed on a full i 
b~. 

• 



.. 

n···;--_ . 
. 

\. ~ 

t.this 

r. --,--. . -. -

·, . 

:/•-.__: _ _.,,., 

..,.._,,,-.... 

..,,:~"'"fa ..... ~~ •• .-...... '•• •k•~-~~.dk~~,~~d."'"'',:i"'itt .. ti•""""~,;.i~,, .. -,: .. e'_.¢..,i>..,:,,-.,-5;-flw!ii~• .. arru; -.rJr .. -,...h,..' ... -~ ... -•-.,.£.:.,<"',*f111;<tills~;"'.w1r.,.'-.. ,>;..,, -"'~., .. ,t:,.:;,:; .. ~ii,;';-__ 111'~/.;,:;;:, 

(2) Comparison with sales taxes in other states 

Nevada's sales tax is on retiilil sales as the basis of taxa:tion. 

In some other states, we ftnd "gross receiptsu, ''gross income" and 

related bases, Moreover, other activities than just "retail" are ta,ced 

in many of the states. Thus, a mere ref,rence to the rate, such as 

"2 percent", does not convey the full story. Table 209 shows the 

types .of tax and types of transactions covered in the various states. 

In the matter of what goods and services are subject to tax, 

there is also a;:eat variety. Although exemption or nonexemption of 

food is a main revenue consideration, there are actually many other 

points of difference among the states using the sales tax. 'the varia­

tions are suggested by Table 210. Parti¢ularly noteworthy is the 

treatment of services not associated with goods, namely utility and 

certain other services. 

As a result primarily of the failure to exempt food for home use, 

the Nevada sales tax tends to be regressive in th.e sense tt)at the 

percentage of family income that is paid out in sales tax is greater 

for low-income families than it is for high-incoine families. As show;n 

in Figure 1 and Table 211, the percentage of outlay on sales tax in 

Nevada declines as net income rises. (l) This o<:curs when we make 

the comparison of sales tax paid with net income, thereby using net 

income as our indicator of "ability-to-pay". If we broaden the COflcept 

of ability-to-pay beyond family net income to include use of assets or 

credit to maintain consumer expenditures - a modification for which a 

·c1) State-by-state income and expenditure data by ·1ncome classes are not 
available in an adequate sample. Data employed on a natioRWide basis 
are employed. (See detailed references with each ~ble), 
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considerable amount of support can be mustered(l) - the tax loses 

its appearance of regressivity. U, accordingly, we use "disPOsable· 

receipts" (what the family actually has to spend, whether through 

income, net liquidation of l!Ssets or net borrowing) alfout ~ of. 

ability-to-pay, the regressivity virtually disappears.. 'l'his is :-., 

in Figure 2 and Table 212. If we use "net resources" (income plwi ': 

net worth) as our measure of ability-to-pay, the Nevada tax of 2 .. 

percent without food exemption actually appears to, be progren~ on 

balance: the percentage of net resources paid in sales tax by-families 

above the mid-point exceeds the percentage of net resource-s paid 1n 

sales tax by families below the mid-point in an array of families 

listed according to their net resources •. This is shown in F~ure 3 

and Table 213. The statistical reason for this is that, at the lowesi 

end of the income scale, we find persons with large assets•lfJaUye 

to their current income - people retired or between Jobs. They have 

an ability to pay taxes. that is not reflected adequately in this year's 

income alone. (2) 

The effect of food exemption on regressivity may be judged by 

reference to California. There the rate is 4 percent (3 percent for 

state purposes and l percent collected by the state for local units). 

Thfs tax, despite the higher rate, is less regressive than Nevada's 

2 percent rate without food exemption. This may readily be Sffll by 

comparing Figures 4, 5 and fi and Tables 214, 21$ and 21' With 

corresponding analyses of the effects of the Nevada tax, constdered 

above. 

(1) See Harold M. Somers, "Sales Taxation and the Economist", in TAX CHANGES 
FOR SHORTRUN STABILIZATION, Joint Economic Committee, Congress of the 
United States, March 1966, pp. 100-106. 

(2) See Harold M. Somers assisted by Joseph J. Launie, THE SALES TAX, 
California Legislature, December 1964, pp. 49-59, esp. p. 57. (State of 
California Assembly Interim Committee on Revenue and Taxation 1964) 
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In summary, the Nevada sales tax appears to be regressive by 

ordinary standards, in comparing :.ales tax paid with family i~. 

If we compare sales tax paid With a more coml)fehensive measure of , 

ability to pay, family income plus net assets, the tax loses its 

appearance of regressivity. In making these comparisons we must 

rely on nationwide estimates of how much each family in a particular 

income class spends on various goods and services. We then apply 

Nevada's exemptions and exclusions and the Nevada rate of 2 ,JJereefit'. 

to estimate what each family would pay in sales tax. Similarly, the 

net asset data are on a nationwide basis. A special swvey of mcome, 

assets and expenditures in Nevada would be prohibitive in·eoat. We 

have no reason to believe, however, that the· pattern$ in Ne'l/'a~: . .-e 

sufficiently different from .the national pattern to invalidate the 

general, qualitative conclusions reached. 

Exemption of food, as in California, reduces .r119resaivity, as 

would be expected. A higher tax rate imposes a heavier burden on 

everyone but the concept of regreS'Sivity is a r4dative one, comparing . , 

one income class with another; hence, the higher tax with,fooq ~mp­

tion (as in California) is less regreuive than the lower tax with food 

taxable (as in Nevada). 

The guestion of exempting food from sales tax 

The relatively low rate of 2 percent for the sales tax in Nffada 

is misleading in comparison with many other states betause food,i's 

taxed in Nevada. Making a comparison with Californlii, whete'foo:i 

for home use is exempt, we find that Nevada's 2 P111rcent is roughly 

equivalent to a 3 percent tax (the California rate for stat& p~} 

in terms of burden on the average individual taxpayer. 
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• at the 3 percent rate. This is shown in Table 202. In fact, only a 

few states collect more per capita than Nevada despite its apparently 

low rate. 

We may also relate general sales tax paid to personal income. 

In fiscal 1965, taxpayers in Nevada paid $17.35 per $1,000 of 

personal income earned in the State. In California the figure was 

$16. 82, despite the disparity in rates. This is shown in Table 203. 

Nevada's burden on income, although above the average (of $13, 75), 

is not far from the median (of $16. 95). In ·terms of personal income, 

Nevada's sales tax burden is neither high nor low in comparison with 

other states, 

The very heavy level of tourist expenditures in Nevada has an 

important bearing on who actually pays the sales tax revenue collected. 

It has been estimated that there are 30 , 000, 000 tourist days to 

180,000,000 resident days. (l) This means that a large proportion of 

any tax on goods and services is borne by nonresidents. (2) In that 

sense the incidence of the tax is on nonresidents to a considerable 

extent. In more specific terms, only a portion of the $23.1 millions 

derived from the sales tax in the fiscal year 1966 was borne by 

residents, of Nevada. This must be kept in mind when increases in 

rates or changes in coverage are considered. 

The task of computing the exact amount of tax borne by residents 

and nonresidents respectively is a formidable one. It cannot, as a 

(1) Letter from Russell W. McDonald, October 5, 1966. 

(2) We are using the terms "resident" and "nonresident" in the conventional and 
not the legal sense. 
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FIGURE l 

NET INCOME AND EFFECTIVE TAX RATE, 2% FOOD TAXABLE 
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RELATIONSHIP BETWEEN DT INCOME 
.AND EFFECTIVE UX RATE WlIBRE THE 
SALES TAX IS AT 2~ AND IS LffIED 
ON 11'00D AMONG OTHER THIHGS 

4 6 8 10 . 
DISJ.'OS.ABLE Dt DOOKI OWi 
(TBOtJS.AlillS 01' DO-l'iUU ) 

TABLE 211 

Net IM9111e encl IWecdve ToJC Rate. 2 Penant1 Food t.n•te 

I 2 3 • 6 6 7 8 9 -· Taxable Etfective 
oet; income Con- con- ....... -· Ne• •umptioo au01ption Tu ~)+(2) 

(000) income (Cl (TC) TC +C APC APCT ....... -•) 
UD<ierl. ••••••• 619 1,279 811 .63 2.07 1.31 Sl6.2'1 2,62 

1-2 •••••••••• 1,534 1,889 1,277 .68 1.23 .83 25.M 1.66 
2-3 •••••••••• Z,527 2,668 1,932 .72 1.05 ,76 88.M 1.53 

-········· 3,523 3,609 2,714 ... 1.02 .77 M.llS I.M 

'"°·········· .f,459 4.37' 3,321 ,76 ,98 ,7' 66.'2 1,'9 
H .•..••.... 5,468 4,108 3,975 ,78 .93 ,78 79.'50 1.45 
8-7.5 •••••••• 6,664 6,239 4,008 .79 .94 ,7' 98,16 1,47 

r.11-10 ••••••••• 8,613 '1,134 5,630 .79 .83 .. 112,60 t.81 
10 and. over ....... 16.040 10.573 8,313 .79 .70 .35 156,!6 1,10 

&OURCE OF FIGURE 1 AND TABLE 211: Harold :M. Somers &$Sisted by 
Joseph J, Launie, THE SALES TAX, pp. 39-40. (State of 
California Assembly Interim Committee. on R~e and 
Taxation, 1964), · 
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TABLE 214 

Net Income c.nc:l lffettive Tox Rate, ~ Percent, Food exempt 
==------==-=-~- .·- --· ----.J:: ---- ----- = -~===,=== 

I 
Dis11ruia.hle 
net incon1e 

class4' 
(000) 

Under L---···-
1-? .••••••••• 2-3. _________ _ 

3-L ••.••.•• 4--0I _________ _ 

5-6 ......... . 
6-7.,5 _______ _ 

7.5-10 .......... . 
10 and over ••••• 

Not 
income 

GIO 
1,534 
2,;;21 
a,;;.ia 
4,459 
S,4118 
6Jm 
8,613 

15,0lO 

3 

Con-
1rum,11tion 

{Cl 

1,279 
l,88fl 
2,lifi;j 
3,tl()t) 
4,314 
6,108 
6,239 
7,13-4 

10,573 

• Taxable 
=· 

aumption 
(TC) 

3"8 
f\31 

1,074 
1,003 
2.00, 
2,419 
3.178 
3,lili:? 
5,803 

6 

TC +C 

.20 

.33 

.40 ... .,o 
• 49 .. , 
.51 
.66 

6 

APC 

2,01 
1.-23 
1.0:i 
1.02 

,98 ... 
.9,1 
.83 
.70 

APCT 

.,. ... 
,42 
.40 
,,t;; 
.4J 
,48 
.42 
.30 

8 9 
Etrective 
tax:rate 

T .. !Ill+(:!) 
llUl(IUnl; {percent) 

Sl.f.fl 2-.38 
:1$.2 • .... 
4'.90 l.70 
64.12 1.82 
80.28 1.8'1 
99.16 1.81 

127,12 L9l 
146.48 l.70 
236.7~ 1.117 

SOURCE OP FIGURE 4 AND TABLE 214 : Harold M. Somers assisted by 
Joseph J. Launie, THE SALES TAX, pp. 41-•2. (State of. 
California Assembly Interim Committee on Revenue and 
Taxation, 1964). 
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\ Would i:qUai'iie B~tden' ~ 
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We. appro~e. of submitting the -l ~-. ~'Nevada•s:Jooa sales 'tax' ·was 1 . . .. , .. ,. . •,!', -

fuuf h!1~~t~:11.ftif
9
~

6
the tax on food · approved by_ referendum. i~ _1956. 

1 

• 1'.he amount collected would be '1 
m · ,: · .&iven at the time, the poss1b1hty of spht · between · the State General j 

We are aware, however thaUm ~leting the tax on food; was: Fund,,. the State School ' 
the surface, this may not ;eem the considered. · ·It was decidedi Distribution :Fund . and .th,e 

. time for !irting state taxes on any,. ·· · however:;· that administratively, counties and cities. · ' · . . · ·. 
commodity. Members of the · sh.ch an 'exemptiort would be too. . The law is coqstructed so that . 
Assembly . Ways .and Means b'tlrdensome.> · : ·· <: · . schoolfunding is not affected ·-~ · · 
Com~ittee have ~een pounding_in . -"'J3ookkeeping procedures have . It is projected that the ne~ t~x 
the· idea of an imminent state-l . · i~creased in effeciency with ,\he I plan would generate· additional 
fiscal crisis:-merciles~lY,. It is not:

1
. ajlven~· .9f . the compu. te. r._. ~nd · ,r~venue ·for• all en_titJt:s, .. •·par:.-1· 

A· much-a,:question of what ~sr r~,movmg the food tax from the \bcula_rly· · for: those. cities: and .J 
~rong now,;as what could.happen. t~tal sales tax package has counties._ that_ do noLimpose the' 

if Nevada s, tourist economr ~come a : nationwide trend. '\one half per cent tax.. : . · · ··. 
falters ;:._, ,, .,.,, · Rrf:sentl_y, 22 states· have such . Th_e Nevada _T~x Commissioil, 

• · • · , .... ,/.'.::;.··~·: ·· ;~•··•··j:f~ leg1slahon.·· · · : · \has· released figures which 1 

, For this reason,'one would'.'think':l i t · Ure statewilf need every· penny· ·it;•; . ·, Under the .Iegi~lation· sponsored e~ons rate ,.the.. inc.rea5;_e. _ Jt .is .. , 

\ 

by Sen. Mary GoJack, D-Reno~ the ro~ected that . m · the. 1977-78 . 
can get,.,particularly in• the.form:· . irtcome provided by the tax on . eriod,. $122,222,313' wilt oe·· ... 

. . of_._.Tahset,raeb~a'~r•e~nhgo.owin.egvetarx, acot~monpie'.'1· 11:,n}g'.t .. -· fdpd would. be. made up. by in-'. !oHected unq~ :,the pr:esen~;i;a. to; . 
. , . <;teasing ihe sales tax by one half f'~ per ce~t tax. If the four:·per 

reasons why the tax ·should l)e:, .. MI" cent and imposing this 4 per ent statew1d~ ta~ exemptipg food 
lifted. And the biU which would ,.} ~t tax statewide in lieu of the hould · be . imposed, • however;·· 
submit. the amendment to a vofe, ''\ present maximum tax of 3~~ per 125,330,832 would be collec-
SB-386; provides for tax incr·ease. -t cent · · d 
in other areas which would even··.;: r • This is a substantialincrease. 
increase state tax revenues. · L. ·r. , , . . In addition, Carson City, an . 

A tax on food is a regressiveL · · ' t, ? :\ smeralda, Eureka, Lander I 
tax. Food is a commodity which is 1 torey and White Pine countie~l 
purchased by rich and poor alike.Ii.. _ould receive increased benefit~· 
Rich and poor pay the same' ·· smce they do not apply the ·city 
amount of tax for ·· the same-., · county relief tax.· _ • .. 
amount offood. But, ·of course the:· '· Particularly in _ times ' o 
poor pay a disproportionate share ·: recession, tax laws,· should b 
of: their· earnings for food, and r studied carefully to assure tha. 
therefore. ·.a disproportionate?:_•;• the load is distributed equally. ' 
sl!are of tax.. · :• _ · - ,'.t j Oft~n; relatively . painles 
~. )~ccording to. "Public Firiaric~ . .: measures · can be adopted. to:' in_. 
•~ T.heory and :practice:;.• . a" crease state · revenue while 
le!1µing . economics:. textbook by'.;' : reducin~ the . b~rden bor,n~ ~Y.- · 

,
chard A.~Musgra.ve and. · Petty:,.··:.· · those with lower mcomesj<, ;.. 

0 

•. r 
Musgra~e,,the share of the ta:,c,,;i Imposing · an .estate · tar in,, 
rden c~rried by the,poor paying/ Nevada, which· - would · enable 

sales tax 1s large. 7 ,.. . .. · . -.. , ,::, · · . N evada:to pick·up, a portion ofth · ·_ . 
. A broadly based sales tax, such--i •. federal ta~ already ·collected;:.'is·:. 
as.Nevada's which includes a tax; one way tomcreaserey1mues~ .tt'i'-4. ~ 
on food, results in a.tax burden fort The food tax, which·wotild sh·m ... 
people with $2,000 adjusted grossi, , some of the• tax: liurderi to: thoseY; 
iricome yearly that is twice that of: : who• can more easily· afford it; ·is,· J 
p~ople with ,incomes.of, $50,000·.i I over • another equitable tax reform.,, ' ~ ?' - - -- ,,, ,, - ~ ...u__ - -. ,_: ··-~t;;,,;, .. ~.·~~.• .. ....,,....;~~ .. -~ .. ~--.. t.:·,_~ 
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. Affoo<fis e,cemptecl;'as,woulcrb;;: 
the:•:effect.\:of1 , the:J;proposed•'I,· 
amendment;·the tax· burden .(the~ 
p~rcentage :. of ,: -adjusted . gross.:• 
income·-·paid; ,through: the .· taxr~ 
becomes· almost:,equal...:.: It·· still?•" 
h'i)wevei-, 'pla¢es a. greater burden'.; 
orrthepoor · l'. i ·.· .• ' ........ t: 
C ,.The Musgra~e boolialso.sho~l; 
that when total family incom.e. is,· 
C\>nsidered rather than adjusted i 

Aoss income,- the general sales;, 
Wx· has· about seven- times the:': 

impact on yearly incomes under · 
$4,000 as' compared to those· 
J:>~tw,_e~Jl $35.000.tmd $!}~,09,Ct, · ' ·· 
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