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TALKING POINTS IN OPPOSITION TO ADVERTISING TAXES
· An advertising tax is not a new idea, just a bad one.  Arizona, Iowa and Florida each passed broad advertising taxes.  Each state later repealed the tax because it hurt their local economy and was impossible to administer.  Since 1987, when the Florida services tax was repealed, broad advertising taxes have been considered in more than 40 states and rejected in each case.  In 2003, the Connecticut General Assembly repealed an even more limited tax on certain advertising agency services after just a few months when it became clear that the tax was counterproductive.  As corporate citizens, the advertising industry contributes to the state’s tax base through business operations, employees and shareholders.  We expect to pay our fair share to support government.  We only ask to be taxed in ways that are economically sound and easy to administer.

· An advertising tax is economically unsound.  Advertising taxes slow economic growth.  Studies by the Wharton Econometrics Forecasting Associates show that a tax on advertising reduces local employment and personal income by substantial amounts.  When the cost of advertising goes up, there is less advertising, which leads to less consumer demand.  This slows the economy in general, reducing its usefulness to the government as a source of revenue. 

· A tax on advertising would create a new layer of hidden taxes because of pyramiding and multiple taxation.  Pyramiding occurs when the sales tax is imposed on business services at the intermediate level, rather than being imposed only on final purchase of the product by consumers.  Advertising is not an end product, such as a bar of soap.  Rather, advertising is a communications process that helps produce the final sale of the bar of soap, which is already subject to the state sales tax.  Since a portion of any tax on the intermediate advertising process is likely to be passed along to consumers, there would be at least double taxation for most products or services purchased in the state.

· An advertising tax is too complex and expensive to administer.  An advertising tax would create a huge collection and administration burden for both businesses and state government.  Advertising is a very complex field, involving millions of ads placed with television, radio, magazines, and newspapers.  State government and businesses would both need an army of accountants and lawyers to administer the rules.

· An advertising tax is an anti-business signal.  A tax on advertising would send a very strong anti-business signal to firms that are considering locating their operations in Michigan.  Advertising dollars that are currently spent in the state of Michigan would be shifted to media outlets outside the state. 

· An advertising tax would also hurt small businesses in the state.  Many small companies engage in cooperative advertising, where national manufacturers and local retailers share advertising costs.  For many businesses, from drug stores to supermarkets and franchise restaurants to automobile dealers, cooperative advertising is a cornerstone of their marketing efforts.  A state sales tax on advertising could seriously threaten these cooperative agreements.  National firms, in an attempt to use their limited cooperative advertising budgets in the most effective manner, would likely shift these dollars to states that do not diminish their selling impact through advertising taxes. 

· Advertising creates jobs and stimulates the local economy.  A study by the Global Insight Group of the economic activity generated by advertising found that advertising expenditures contribute between 12 to 16 percent of private sector revenues in every Congressional district in the country and support the creation of jobs in all sectors of the economy.  It would be counterproductive to undermine this positive impact by a misguided tax on advertising.  
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