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Corporations: Low Income Taxes, High Profits

by Daniel Hauser and Juan Carlos Ordofiez

Corporations in Oregon are on track to pay a smaller share of Oregon income taxes this budget
period than at nearly any point in the past four decades. This comes at a time when corporate
profits, at least nationally, hover near an all-time high. The decline of the corporate income tax
has made it harder for Oregon to adequately fund schools and other essential services that
benefit everyone, corporations included.

Corporate income tax share falls near record low

In relative terms, rarely have corporations paid so little in income taxes to Oregon than they do
today. This situation did not occur by accident, but through the efforts of corporations to
minimize their tax contributions. Over the decades, corporations have obtained numerous tax
subsidies and loopholes at both the state and federal level, pursued aggressive tax sheltering
strategies, and taken advantage of new corporate forms largely exempt from corporate income
taxes.! As a result, the income tax contribution by corporations is near a record low.

Measured as a share of all income taxes, the corporate contribution stands near its lowest level
over the past four decades. In the mid-1970s, corporations paid about 18.5 percent (almost one
in every five dollars) of all income taxes paid to Oregon, with individuals and families paying the
rest.2 In the current budget period, corporations are expected to pay only 6.8 percent (about one
in every 15 dollars) of all income taxes.3 The record low of 5.2 percent was set in the 2001-03
budget period.

Corporate share of total income taxes far below historic high

Share of Oregon income taxes paid by corporations from the 1973-75 to the 2017-19 biennium
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Source: OCPP analysis of Oregon Office of Economic Analysis (2017-19 forecast) and Legislative Revenue Office
(1973-75 to 2015-17 actual) data.
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The corporate income tax has also shrunk relative to the size of the Oregon economy. In the late
1970s, corporate income taxes amounted to 0.61 percent of Oregon’s Gross State Product (GSP),

6420 SW Macadam, Suite 200, Portland, O0R 97239 | 971.279.4732 | www.ocpp.org
OUR MISSION IS TO USE RESEARCH AND ANALYSIS TO ADVANCE POLICIES AND PRACTICES THAT IMPROVE THE ECONOMIC AND SOCIAL OPPORTUNITIES OF ALL OREGONIANS.



Corporations: Low Income Taxes, High Profits

a measure of the Oregon economy.4 In the previous budget period, 2015-2017, corporate income
taxes made up about 0.27 percent of Oregon’s GSP.5 In other words, as a share of Oregon’s
economy, corporate income taxes have declined by more than half over the past four decades.

Corporate taxes as a share of state economy down by half

Oregon corporate income taxes as a share of Oregon's Gross State Product from the 1973-75 to the
2015-17 biennium
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Source: OCPP analysis of Oregon Legislative Revenue Office and U.S. Bureau of Economic Analysis data.
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Further evidence of the feeble state of Oregon’s corporate income tax is that the Oregon Lottery
brings in more revenue than the corporate income tax. In the current budget period, the Oregon
lottery is forecast to raise $1.44 billion, while the corporate income tax is expected to generate

$1.31 billion.6

Lottery outdoes corporate income tax

Comparison of expected revenue for 2017-19 biennium
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Source: OCPP analysis of Oregon Office of Economic Analysis data.
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State lotteries generate most of their revenue from people struggling economically or with a
gambling addiction.” In other words, a group made up largely of vulnerable Oregonians
contributes more toward the common good via the state general fund than the largest
corporations.

Corporate profits are near an all-time high

Even as their income tax payments to Oregon have fallen close to a record low, nationally,
corporations have enjoyed a record level of profits. Corporate profits as a share of the national
income stood at 7 percent in 2013 — just a hair shy of the record set in 2012.8 Since 1992, the
ratio between U.S. corporate profits and national income has averaged 5.6 percent. In other
words, corporations have been enjoying stellar profits in recent years.

Corporate profits stand near a record high

C-corporation profits as a share of national income from 1992 to 2013
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Source: OCPP analysis of U.S. Bureau of Economic Analysis and Internal Revenue Service data.
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More recently, the corporate bottom line received a significant boost from Congress and the
White House. The 2017 federal tax act slashed the federal corporate tax rate from 35 percent to
21 percent. As a result, after-tax profits of corporations jumped 20 percent in the third quarter
of 2018, compared to the same time-period in the prior year.?

Conclusion

Corporations are paying a lower share of all income taxes now than almost any time before. This
low contribution has come at a time when, at least nationally, corporate profits have been near
record levels. When the Oregon legislature looks for places to raise revenue to better support
schools and essential services, the place to start is with the corporate income tax.
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