February 26, 2003

End the Double Taxation of Dividends:  Why Wouldn’t We?
Dear Colleague:

Congress should move as quickly as possible to exempt dividends from the personal income tax—otherwise known as ending the double taxation of dividends.

Just look at this partial list of benefits from the exemption*:

· Increases jobs by an average of 512,000 per year over the next ten years

· Increases the dividend payout rate by four percentage-points by the end of 2005

· Increases disposable personal income for an individual taxpayer by an average of $343 per year over the next ten years

· Increases the GDP by $294 billion in the first five years 

· Increases purchases of business equipment by an average of $32 billion per year

· Increases personal consumption by $272 billion in just the first five years

In other words, ending the double taxation of dividends will:

· Make U.S. corporations more competitive globally;

· Expand shareholder wealth;

· Improve investor confidence in the stock market;

· Yield immediate and sustainable economic growth.

There are a few things that the dividend exemption will not do.  It will:

· NOT increase inflation (just 0.1 percentage points in the first five years);

· NOT balloon the federal budget deficit (net deficit impact of about $10 billion per year).

Finally, fixing this flaw in the tax code is good for seniors*:

· Among post-retirement age taxpayers who receive dividends, the median taxpayers’ dividend income is $2,406, with an after-tax income of $35,544;

· Almost half of all savings from the dividend exemption would go to taxpayers 65 and older. The average tax savings for the 9.8 million seniors receiving dividends would be $936.

Given all of these benefits, the real question about the dividend exemption is:  Why wouldn’t we pass it?

Sincerely,

Chris Chocola

Member of Congress

* According to the U.S. Department of the Treasury and the Heritage Foundation.

