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Ma jority of Taxpayers in

Support of Reforms

By DAVID TREADWELL, Times Staff Writer

Nearly two out of every three U.S. taxpayers believe
that the federal government’s first priority should be
reforming the tax system rather than trimming budget
deficits, and a majority of taxpayers favor the Treasury
Department’s controversial proposal to simplify the tax
structure, according to the latest Los Angeles Times Poll.

But the nationwide survey also suggests that the
Administration faces an Egnill stru%igle in pushing tax
reform through Congress because, although most taxpay-
ers believe that the present tax system is unfair and needs
drastic revision, they mem%m
which they persgnally bepefit as equitgble. They also

M’m graduated tax-rate structure in which
3 are |QW eSO the ighest for t eric

Taxpayers also are skeptical aboul

Treasury proposal would reduce tax cheatin
mo rsons %o report Lheir federal taxes a‘ nd res
smaller tax bills for most individual taxpayers, according to
the poll.

In fact, in one of the most revealing indications of the
tough selling job ahead for the Administration on tax

reform, more than one-thir surveyed said they
the Treasury plan were {0 , compared to only
11% who tho they Would pay less.

“=ZXlso Tompounding the inistration’s task is that,

despite widespread discontent with the federal tax system,
taxpayers are not in the mood for the kind of revolt that
spawned California’s tax-slashing Proposition 13 and
similar proposals elsewhere in the nation in the late 1970s.

Only 28% of respondents said that they were angry
about the amount of federal income taxes they or their
families paid last year. An overwhelming 70% said they,
were satisfied or had no particular feeling one way or thﬁ
other about the amount of federal income taxes they pai
last year.

The survey results suggest that the nation’s taxpayers
like what little they know about the Treasury proposal. But
two-thirds of those surveyed beheve that the current

aduate rates

a -tax structure, as the mguumn&.hmse
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On the other hand, 56% endorsed the idea of getting rid //

of most deductions as the Treasury proposal calls for.

But the survey suggests that the deductions they believe
should be eliminated are ones from which they do not
particularly benefit. For example, 74% of respondents
believe the currently allowed deduction for business
entertainment expenses is unfair, but only 7% of them use
this tax break.

Among taxpayers who do use it, 59% said the entertain-
ment deduction was fair, compared to 41% who labeled it
unfair. Among those who do not use it, 81% thought it was
unfair.

The poll sampled a scientific cross-section of 1,454
taxpayers by telephone from Jan. 19 and 24, a time when
debate intensified over tax reform and deficit reduction as
President Reagan was formally inaugurated for a second
term and White House Chief of Staff James A. Baker ll], his
nominee to become the new secretary of the Treasury,
began confirmation hearings on Capitol Hill.

In his Inaugural Address, Reagan endorsed the princi-
ples of tax reform embodied in the Treasury proposal
without embracing any of the plan’s specifics. White House
aides say the President intends to go into more detail on tax
reform in his coming State of the Union message on Feb. 6.

Meanwhile, at the confirmation hearings by the Senate
Finance Committee, Baker said that the President consid-
ers tax reform his chief domestic goal for his new term,
overshadowing even reducing the deficit or keeping



inflation in check.

But in a sign of the obstacles ahead for the Administra-
tion, Senate Majority Leader Robert J. Dole (R-Kan.) said
deficit reduction will be the “more pressing goal” for the
Senate and gave scant odds for action on any tax reform
this year.

The Treasury proposal, which was disclosed last No-
vember by Secretary of the Treasury Donald T. Regan,
would scrap the current system of 15 graduated tax
brackets running from 11% to 50% and replace it with a
modified flat-tax structure with only three brackets: 15%
at the lowést income levels, 25% at the broad middle-in-
come level and 35% for the highest income levels.

The proposal also calls for the elimination or reduction of
many cherished individual deductions and business tax
breaks. For instance, the mortgage deduction for interest
on a principal residence would be retained but a $5,000
ceiling would be imposed on deductions for interest on all
other loans, including automobiles and second homes.

Battle lines already have been drawn in Washington
over the proposal, with unions, big business and realtors—
to name some of the most formidable challengers—vocifer-
ously opposed to the plan.

According to the latest Times poll, the public shares the
Administration’s priority for tax reform, with 60% saying it
should take precedence over deficit reduction. Despite the
relative lack of anger over taxes, 56% of respondents said

the federal tax code is unfair and needs substantial "
improvement, if not a fundamental overhaul.

The Treasury proposal was favored by 52% of those
surveyed against 30% who opposed it—although nearly
two-thirds of respondents admitted that they knew little or
nothing about the plan.

Among the poll’s other findings:

—Taxpayers were nearly equally divided over two
issues: whether business should pay higher taxes and
whether current tax breaks for “smokestack” industries
such as auto and steel should be retained.

—Skepticism over the Treasury proposal was high, with
62% of respondents saying they believe that special
interests would be able to restore any loopholes that would
be eliminated so that individual taxpayers would be worse
off than before. Sixty-six percent said the proposal would
have no impact on tax cheating.

—Thirty seven percent of taxpayers believe that they
would pay more taxes under the Treasury proposal, and
429 believe that they would pay about the same amount as
now. Treasury Department analysts say that 56% of
individual taxpayers would receive a tax cut under the
proposal and that 22% would suffer no change at all in their
tax payments.

The poll, conducted by I. A. Lewis, Times poll director,
has a margin of error of 3 percentage points in either
direction.

or not they take the deductions.

Deduction Taken? [Percent who fesl the deduction is fair
Charity Yes e =¥ s

No
interest Yes
on iocans No
State and Yes &
tocal taxes No
Mortgageon |Yes
2nd home No
gatns No
Business Yes
entertainment |\,

0% 20% 40% 60% 80%  100%

Source: Los Angeles Times roll

Is it your iropression that you pay more taxes than you probably should, or
about the right amount, or you pay less taxes than you probably should,
compared with . . .
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question. And far fewer think the U.S. would not come to their
country's ¢ Iens after deployment of "an effective defense

¢ 1inst nuclear missiles" than thought last Spring that the
U.5. would not keep its defense commitment. (See Table 6) The
1984 question, however, was rather different and included the
confidence-deflating reminder that by coming to West Europe's
defense the U.S. would risk the destruction of U.S. cities.

Prepared by:
Kenneth P. Adler (P/RWE) M - 3/28/85
(202) 485-7136
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Table 1. AWARENESS OF SDI DEVELOPMENT
16. How much have you heard or read about the U.S. decision to
try to develop a new defense system, the so-called "Star Wars",
that could destroy attacking enemy missiles -- a great deal, a
fair amount, not very much, or nothing at all?

TOTAL SAMPLE

BRITAIN FRG ITALY BELGIUM NETH. DENMARK
(1073) ( 924) (1077) (1003) (1354) ( 942

A great deal 12% 10% 16% 15% 6% 11%
A fair amount 34 23 34 24 23 19
Subtotal 6 33 50 39 29 )
Not very much 35 42 25 26 43 29
Nothing at all 16 12 24 27 14 12
Subtotal 51 54 49 53 57 41
Don't know 2 13 _2 7 14 9
Total* 99 100 101 99 100 100

BETTER~EDUCATED

BRITAIN FRG ITALY BELGIUM NETH. DENMARK
( 130) (96 ) ( 76 ) ( 113) ( 208) ( 108)

A great deal 20% 14% 42% 35% 10% 2
A fair amount 42 42 45 29 43 47
Subtotal 02 Ju 7 64 53 73
Not very much 32 39 8 22 40 20
Nothing at all 4 2 5 13 4 5
Subtotal 36 41 13 35 44 25
Don't know 2 - 1 3 2
Total* 100 101 100 100 100 99

*Totals may deviaf _.-om 100 percent due to rounding.
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Table 2. OPINION OF U.S. SDI DEVELOPMENT
17. As you may know, the United States is considering the
development of a defense system which could destroy attacking
enemy missiles. Do you think this is a good idea or a bad idea?

TOTAL SAMPLE

BRITAIN FRG ITALY BELGIUM NETH. DI MARK
(1073) ( 924) (1077) (1003) (1354) ( 942 )

A good idea 51% 48% 43% 46% 32% 27%
A bad idea 25 23 36 24 28 36
Neither good

nor bad (vol.) 12 - 14 13 12
Don't know 12 n 7 30 _27 28
Total 100 101 100 100 100 100

BETTER-EDUCATED

BRITAIN FRG ITALY BELGIUM NETH. DENMARK
( 130) (96 ) ( 76 ) (113) (208) ( 108)

A good idea 49% 31% 46% 40% 39% 34%
A bad idea 27 52 34 36 42 3

Neither good

nor bad (vol.) 15 17 - 12 15

Don't know _10 _leé 3 _24 __8 _ 8

Total* 101 99 100 100 101 100

*Totals may deviate from 100 percent di to rounc’ 1g.
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Senators. It is also advised that we bring the voice of the
Administration surrogates to t! fore on this issue. Secretary
Shultz, Mr. McFarlane and others should be active in this two week
period and highlight the progress that is being made in E1 Salvador,
and touch upon the consequences should a communist state become firmly
entr iched so close to our boarders.

Away from the glare of the TV 1lights, you may point out to tl
fence-sitting Congressmen and Senators, the historical consequenct
they must shoulder should they not go along with this modest reque:
to stem the communist threat in this hemisphere.

If we should secure support for the Contra aid and ¢ . ! 1iate passac
on the bud¢ :, these strong successes will enhance your political
leverage to deal effectively with an historical opportunity to
implify the federal tax code. Once again, you would take the
offensive. Americans are most comfortable with your presidency when
you are attacking aggressively problems they consider important --

when you are, in essence, the engine of change that move this nation
forward.

Whi~ the Central American battle is well worth the fight, if you are
not careful, Mr. President, you could well mak the swing Democratic
Congressmen more likely to vote against Contra aid, and, at the same
time, squander the most valuable of all political resources -- your
own broad grassroots support.

I am taking another read of national mood tonight and will have a
report for you when you return next week. Give my best regards to
N
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{n(nnr‘fz RV yours,

xicnara 8. wirthlin





















































































































































































































































