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BUSINESS PULSE SURVEY

WE ASKED

WHAT WILL YOU DO WITH
YOUR TAX REFUND?

4.7%
7.5%
8.4%
12.1%
SPEND IT
ON FUN
SPEND IT
RESPONSIBLY

23.4%

INVEST IT
SAVE IT
PAY OFF DEBT
WHAT
REFUND?

43.9%

THIS WEEK’S
QUESTION

SHOULD SCHOOL BUILDINGS
AND NEIGHBORHOODS
NAMED FOR FORMER N.C.
GOV. CHARLES AYCOCK BE
CHANGED BECAUSE OF HIS
TIES TO WHITE SUPREMACY?
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POINT OF VIEW

Sales-tax redistribution bill
is extreme, misses the mark
N.C. Senate Majority Leader Harry
Brown has introduced a bill, SB369, that
would change the way North Carolina
distributes sales-tax revenues. At issue
is the 2 percent local tax that’s added
to the 4.75 percent base rate. About a
quarter of North Carolina’s counties add
another 0.25 percent, and three counties charge a 0.50 percent local transit
tax, but neither of these additions are
affected by SB369.
Currently, three-quarters of the
revenue from the local tax goes to the
county in which the retail sale took
place. The other quarter is shared
among all counties in the state according to population. What SB369 would
do is share the entire revenue among
all counties on a per-capita basis.
Instead of a 75/25 split between local
and shared revenue, the bill would
make it 0/100.
The purpose of the bill is to shift tax
revenues from urban to rural counties. Supporters say it’s unfair that
money spent by rural residents funds
the governments of urban counties.
They rightly point out the special economic challenges facing rural North
Carolina. What they don’t say is why
this bill is the way to address those
challenges.
After all, the counties in which
retail sales take place must invest in
infrastructure and public safety in
order to make those sales possible. It
seems fair that they should receive
the revenue needed to finance those
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investments. And current law already
involves a degree of redistribution to
rural counties.
In isolation, it might be reasonable
to talk about altering the split. Maybe
it should be 60/40 or 80/20. But 0/100
is an extreme change, especially given
the state’s recent actions to restructure
city councils and eliminate the business privilege tax. Is SB369 just the latest battle in the war on North Carolina’s cities?
Brown’s office released countylevel revenue projections. Not surprisingly, one of the big winners would be
Jones County in eastern North Carolina,
in Brown’s district.
The projections point to losses by
Durham and Mecklenburg counties,
while Wake would roughly break even.
But Guilford would gain 6 percent under
the new plan and Forsyth would gain 13
percent. If that’s the case, why are offi-

cials in those counties opposed to the
bill?
The reason appears to be that supporters of the bill are playing games with
the numbers. First, the projections are
the effects on county revenues in fiscal
year 2018-19. For example, Jones County’s revenues in 2018-19 would be up 163
percent over 2013-14.
Second, the projections assume that
total sales tax revenue will grow by 3.5
percent per year. Whether that’s a reasonable assumption is beside the point,
because it skews the numbers. It implies
that ignoring distribution issues, total
revenues in 2018-19 will be 18.8 percent
higher than in 2013-14.
The most reasonable apples-toapples comparison would be last year
under the old law vs. last year under
SB369. Fortunately, the above numbers
allow us to do that. The bill would have
reduced Guilford’s share of 2013-14 revenues by 10.9 percent and Forsyth’s by
4.4 percent.
Other apples-to-apples calculations:
Durham, down 23.5 percent in 2013-14;
Wake, down 15.7 percent; and Mecklenburg, down 22.1 percent.
The corrected projections make the
bill even harder for cities to swallow.
This is a strange way to treat North
Carolina’s engines of growth. There
are many things the state could, and
should, do to address problems of
poverty, unemployment, and declining population in rural counties. This
bill isn’t it.
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REFUNDS

Good news for Piedmont Natural Gas
customers, who will see a share of
$45 million in bill credits this month.
Regulators recently approved the
credits, which are from overcollections
by the utility.

D TAX CREDITS
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Last year saw the expiration of the state’s
historic preservation tax credit program,
and now there’s a concerted effort
underway in Raleigh to bring it back. Gov.
Pat McCrory has been lending his time
to the effort, touring projects around the
state to tout the credit’s impact.
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MERCEDESBENZ

North Carolina came up short to Georgia
when it tried to land Mercedes-Benz, which
was scouting for a new HQ. This week, we
got an indication of how short, with the
release of an overview of the state’s efforts
showing N.C. offered about $5 million less
than Georgia’s $23 million package.

D VOLVO
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The Triad has been positioning itself
to land the country’s next auto plant,
and now there’s an indication of who
might be next. Volvo has announced a
commitment of $500 million toward a
North American plant, but is mum about
where it’s looking.

