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The Honorable Paul O Neill

US Department of Treasury
1500 Pennsylvania Avenue, NW
Washington, DC 20220

Dear Secretary O'Neill,

Just a note Mr, Secretary to express my concern about the Organization for Economic
Cooperation and Development’s (OECD) efforts to eliminate “harmful competitive
taxation.” This initiative poses a direct threat to America’s natl onal interests and 1o
the Bush Administration's efforts to reform and simplify the tax code. Our tax rales
and the overall tax burden may be high, but they are significantly below tax rates and
tax burdens in most other industrialized nations. Combined with our favorable tax
wreatment for foreign investors, the OECD has deemed the US 2 mepacing “tax
haven,” which is not only inaccurate but also insulting.

[ am particularly concerned that the OECD campaign against low-tax countries will
thwart our ability to reform the tax code. As you know, most major tax reform plans
seek to replace our complicated worldwide tax regime with a simple and fair
territorial system that js based on the common sense principle that countries should
only tax the income that is eamed inside their borders. Yet the QECD initiative is
driven by high-tax nations that want to preserve and protect their ability to tax on a
worldwide basis so that they ¢an stop their overtaxed peoples from shifting economic
activity to lower-1ax environments.

I am also troublad by the privacy and sovereignty implications of the OECD proposal.
Americans cherish their hard fought right to privacy. [ believe this right would be
greatly undermined, however, if the OECD succeeded in creating a global system of
information exchange. Further, if the OECD successfully pushed member states 1o
apply sanctions against Jow-tax countries that failed to remedy their “harmful’” tax
policies, the results could be disastrous for national sovereienty, free trade and global
economic growth. A territorial system of taxation respects the soversign power of
every nation to determine how best to tax the economic activity that occurs within its
boundaries. A worldwide system, by contrast, necessarily creates conflict among
nations since high-1ax countries demand to collect taxes on income eammed in low-tax
jurisdictions.




1 am sure you agree that tax competition is a liberalizing force in the world economy.
Tt places a check on overreaching government and forces governments to respect the
desires of taxpayers. It promotes sound tax policy as lawmakers compe(e (o keep rates
low. Indeed, this is exactly what happened in the 1980s as nations around the world
lowered tax rates in order to compete with the Reagan tax rate reductions,

[ strongly urge you reverse the Clinton Administration’s support for this ill-advised
initiative. America should be a beacon of freedom to the world, not a participant in a
tax cartel that is designed 1o restrict people’s freedom and prop up inefficient, high-
tax countries.

FeryRincerely Yours,




