End the Double Taxation of Dividends

Talking Points
· Corporate dividends are taxed twice, once at the full corporate rate, and again at the full individual rate.  This can result in total federal taxation in excess of 60%.

· As a result of this unfair double tax, fewer and fewer corporations pay significant dividends—only 20% of large corporations pay any dividends at all.

· Since double taxation makes dividends uneconomical, even healthy companies are unable to protect their investors from loss in a down market like the one we are currently experiencing.

· The confiscatory double tax on dividends introduces a tax bias against equity financing, encouraging companies to rely more on debt than would otherwise be wise.  This can lead to increased bankruptcies during economic downturns, causing thousands of workers to lose their jobs.

· The Cox bill will provide relief to the tens of millions of investors—the majority of Americans—who have suffered from the fall in the stock market, by ensuring they are not taxed on dividends that have already been taxed at the corporate level.

· The bill will end the over-dependence of investors on volatile stock prices and easily manipulated earnings forecasts, and restore preeminence to the time-honored measure of corporate health—dividends.

· As well as providing relief to investors, ending the double tax of dividends will help the economy as a whole: according to a 1992 study by the Treasury Department, ending the double tax on dividends will result increase the capital stock in the corporate sector—the most productive sector of the economy—by up to $500 billion, and produce an annual gain to the U.S. economy of up to $25 billion.  When adjusted for the growth of the economy, this translates to more than $40 billion per year in current dollars.

