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StimuTax – Getting Our Taxes Working For Us
Not Against Us: A “Free” Way to 
Stimulate the Green Energy Industry
A large part ($65 billion) of the stimulus package that President Obama signed here on Tuesday is slated for energy projects, much of this for jump-starting the development of clean, independent sources of energy. Regardless of one’s feeling on the politics of that use, we could probably all agree that any method that would yield the benefits of diversifying our energy portfolio without layering on additional taxes or debt would be a good thing.

In a “Speakout” that ran on Dec 31, 2008, I proposed to shift many times that $65 billion from payroll taxes to taxes on motor fuels, on a strictly revenue-neutral basis. The idea is that, without raising taxes or debt, we could both lower the cost of labor (a good thing given our rising unemployment) and promote vehicle and transportation efficiency while marginalizing OPEC to boot. While this tax swap would take place at the federal level, there is plenty that state and local governments could do in terms of taxing beneficially.

Just as payroll taxes serve no function other than to raise revenue and do so at tremendous cost to productivity, so too property taxes serve little or no ancillary purpose. In fact property taxes for the most part are imposed on developed or productive real estate, so they can be said to hinder property improvement, a “feature” that few welcome. 

Given this deleterious side effect, property taxes become a natural target for replacement by a less damaging levy. So let’s propose that property taxes be replaced in part, on a strictly revenue-neutral basis, with a tax on fossil energy consumption at the property. For the most part, this would be a tax on electricity, natural gas, propane, and heating oil. The guiding principle is that we want to exchange highly harmful, “brain-dead” taxes for taxes that reward efficiency and innovation, move us towards energy independence and reduce the need for further extraordinary, debt-fueling economic “stimuli.” This proposal meets those criteria.

As an example of how this might work, take a house that pays $2400 yearly in property taxes. Assume this house consumes an average of $60/month in electricity and another $60/month in gas, oil, or propane. If the property taxes were slashed by 75%, $1800/year would be needed in energy taxes to maintain revenue neutrality. If this were split evenly between the two energy types, those bills would each be increased by $75/month in replacement taxes. In this example, energy costs would more than double, and that would be an expected result regardless of actual case-by-case numbers. (The energy taxes would accrue to the same entities that now get the property taxes – schools, police, etc. There is no change on the spending side.) 

The benefits of such a swap would be many. First, property owners would gain some power over the amount of taxes that they pay – control that is completely lacking now. Those so motivated could take measures to reduce their energy consumption – adjust temperatures, insulate, upgrade equipment, etc. - and thereby cut their taxes. Others could do nothing and simply accept the even tradeoff in taxes. Most likely people would choose to be more efficient which would simply require that the taxes dynamically adjust to maintain revenue neutrality. 

Another major benefit of this would be that current subsidies for energy efficiency and clean energy could be eliminated, as the market would now support these products unaided. It would be its own stimulus, no further debt required. While there would be plenty to discuss in crafting such a plan (should the tax be applied per fossil BTU consumed; what about IRS deductibility of property taxes; renters pay utilities while owners pay property taxes; disparities across state lines; etc), if we want the benefits of replacing the worse-than-useless property tax with something that raises revenue intelligently and rewards efficiency, we can overcome whatever obstacles we encounter. It will be well worth the effort.
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