Will Congress Allow the U.S. to Lose Its Competitive

Edge by Raising Taxes on Capital Gains?
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For nearly three decades the American Council for Capital Formation (ACCFE) bas been a leading
and effective advocate of sound economic policies to promote sustained economic growth, job creation,
and international competitveness. Visit the ACCE website at www.accf.org.

Congress has a choice to make - extend the cur-
rent 15% tax rates on capital gains and dividends
or allow them to expire at the end of 2008. Does
it matter? Yes, because the 2003 tax cuts on capi-
tal gains and dividends, by reducing the taxation
of saving and investment, have been a boon to the
U.S. economy.

A low capital gains tax rate has an important role to
play in fostering economic growth. Since the

historic reduction in capital gains taxes initiated in
1978 by the late Congressman Bill Steiger, lowering
taxes on capital gains has been a crucial element in
promoting the entrepreneurial drive on which the U.S.
economy thrives. Entrepreneurs are a major force for
technological breakthroughs, new startup compa-
nies, and the creation of high paying jobs. Many
today believe that the 78 cut in capital gains tax
rates not only helped make Silicon Valley the center
of technological breakthroughs but has also had a
strong, positive, and lasting impact on overall invest-
ment, economic growth and job creation in the U.S.

How does the U.S., with its 15% capital gains tax
rate, stack up against other increasingly competi-
tive global economies? The U.S. stands in the mid-
dle of the pack of the 30 member countries of the
Organization for Economic Cooperation and
Development (OECD). In fact, 14 OECD countries
have no tax at all on capital gains. Failing to
extend the current 15% rate on U.S. capital gains
risks slowing this country’s investment, impairing
our competitiveness, and damaging U.S. economic
growth and job creation.

For more information, contact
Mark Bloomfield, ACCF President and CEQ,
at 202.246.1479 (cell) or 202.293.5811 (office).
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