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GROWTH STRATEGIES AND
CORPORATE TAXATION:
POLITICS AS CAUSE AND EFFECT

Cathie Jo Martin

INTRODUCTION

Confronted with the corporate changes in the Tax Reform Act of 1986, a well-
educated Martian might conclude that American business had slipped from
its privileged position. The reform act was expected to shift about $120 billion
from individual to corporate taxpayers. Although the act reduced the corporate
rate from 46% to 34%, it eliminated or greatly scaled back most of the selective
incentives developed over the years to promote economic growth. The explicit
rationale for these changes was to instill horizontal equity into the system and
to get government out of the business of directing investment decision.!

Our intergalactic observer would also be surprised by the nature of the policy
process which delivered the reform act. The politics of reform was very “state-
centered,” in that, politicians initiated the policy and legislators sought to
restrict business involvement during the legislative process. Although a segment
of the business community supported changes in the distribution of the tax
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