
federal income tax. Aside from a few narrow tax prefer-
ences, they bear the same federal income tax burdens as
their fellow citizens.

Sincerely,

Alan D. Viard
Senior Economist and Research

Officer
Federal Reserve Bank of Dallas
October 21, 2004

Attorney Fees: The Amici
Believe the Taxpayer Is Correct

To the Editor:
I have read with interest the outpouring of responses

to Prof. Gregg Polsky’s argument in the September 6 Tax
Notes (‘‘Contingent Fees: Why the Partnership Theory
Doesn’t Work,’’ p. 1089) that partnership tax doctrine
does not help the taxpayer in Banaitis. Many people,
including me, have disagreed. I noticed today that of the
substantial pile of amicus briefs filed with the Supreme
Court in Banks/Banaitis, the only amicus brief in support
of the commissioner was filed by Gregg Polsky and one
of his colleagues (Brant Hellwig).

Very truly yours,

Rob Wood
Robert W. Wood PC
San Francisco
http://www.rwwpc.com
Oct. 19, 2004

More on Why Border-Adjusted
Federal Tax Reform Is Needed

To the Editor:
The critique of my article ‘‘The Urgency of Border-

Adjusted Federal Taxation’’ (Tax Notes, Sept. 6, 2004, p.
1075) by Federal Reserve Bank economist Alan Viard
titled ‘‘Border Adjustments Won’t Promote Competitive-
ness’’ (Tax Notes, Oct. 4, 2004, p. 122) was ably answered
by economist David Burton’s response (Tax Notes, Oct. 25,
2004, p. 611).

However, the debate of applicable economic theory
should not be allowed to blur the economic reality that
creates the urgency for border-adjusted federal tax re-
form.

The economic reality the United States must address is
the relentless growth of its trade deficit in goods since
1972, and the resulting relentless and accelerating decline
in the U.S. manufacturing sector’s share of both dollar
GNP and total workforce.

What can no longer be ignored is the fact that the
declining fortunes of U.S. manufacturing have been
coincident with the adoption of border-adjusted value

added taxation of goods by every principal U.S. trade
competitor and a large trade deficit in goods with every
one of these competitors. The price effects of refunding
these value added taxes on U.S. imports and addition of
these taxes to the price of U.S. exports exceeds the
plausible ability of U.S. manufacturers to restore com-
petitive pricing and to close the U.S. trade deficit, par-
ticularly given foreign appetite for the purchasing and
mortgaging of U.S. productive assets necessary to sustain
the trade deficit.

Contrary to wishful thinking, neither high current
rates of U.S. product and process innovation and produc-
tivity improvement, nor reduction of exchange rates and
taxation rates have arrested this decline as predicted by
the economic theory recited by Mr. Viard.

It is clearly urgent that the United States respond to
reality by adopting comparable border-adjusted federal
tax reform to remediate the U.S. manufacturing crisis that
threatens long-term national prosperity, security, and the
wages of millions of middle-class Americans.

Sincerely,

David A. Hartman
Chairman, The Lone Star

Foundation Inc.
Oct. 26, 2004
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