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Romney Rivals Smash Tax Code As He
Chisels
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Herman Cain has his 9-9-9 pldkick Perrywill unveil his flat tax this week. What
separated/itt Romneyfrom other Republican presidential contenderbas he doesn’t
want to scrap the Internal Revenue Code.

While his opponents for the presidency excite tepudlican base with dramatic tax
proposals, the former Massachusetts governor sticia incremental approach. His plan
would extend expiring income tax cuts, reduce itmesit taxes and cut the corporate tax
rate. In Romney’s view, a tax overhaul is a longrt@roject, not an Inauguration Day
imperative.

“He has a few tax cuts, the typical-type things Reapublicans would support at a
Chamber of Commerce meeting,” said Daniel Mitcreebenior fellow at the Cato
Institute, aWWashingtorngroup that supports smaller government. “But tlaénnthing is
he’s trying to be as innocuous as possible.”

Romney’s approach to tax policy demonstrates thiéqad difficulties he faces in trying
to win the Republican presidential nomination iyear when anti-government, anti-tax
sentiment abounds. As his opponents are cheeredlikarg about tossing out the tax
code and eliminating thiaternal Revenue ServicRomney is positioning himself for a
general- election campaign against Presi@emtck Obamand a tax agenda that could
advance through Congress in early 2013.

‘Unrealistic Optics’

“Any president who's going to gétx reformpassed is going to have to avoid wrapping
themselves in a panacea, that is a tax model that wenerate the revenue or will
simply be based on unrealistic optics,” said foriRepresentative Phil English, a
Pennsylvania Republican who supports Romney.

A tax code overhaul can only happen with the supplosome Democrats, said English,
a lobbyist at Arent Fox LLP in Washington. Romnleg,said, is making the right choice
by avoiding a specific framework for tax changehijol could be picked apart.

“As Herman Cairhas found, when you don’t think through every dleyau create an
opening for others to criticize you,” he said, refeg to Cain’s 9-9-9 plan, which



includes 9 percent taxes on businesses, salesiemahé. The proposal has been
criticized for shifting the U.S. tax burden towarelople with lower incomes.

In aneconomic plarreleased in September, Romney outlined his taxipdas and set an
overhaul as a long-range goal.

He wants to eliminate investment taxes for thoseieg less than $200,000 a year,
reduce the corporate tax rate to 25 percent frope38ent, and extend the income tax
cuts scheduled to expire at the end of 2012. His plso would repeal the estate tax and
move to a territorial tax system that exempts tereeas profits of U.S.-based
companies.

Not Impressed

“I guess that would fall under the heading of aagiehania Twain hit: “Thaton’t
impress me mughi said former House Majority Leader Dick Armeyflat-tax advocate
who heads the Tea Party-aligned group FreedomWaéthasn’t endorsed any
candidate.

Others in the Republican field have proposedpolicyideas that would change the code
more than Romney would. Former Pennsylvania Setdr Santorum wants to
eliminate corporate taxes for manufacturers.

Former House SpeakBlewt Gingrichhas proposed cutting the corporate income tax to
12.5 percent and letting individuals choose anooytli 15 percent flat tax. U.S.
Representative Ron Paul Béxaswants to repeal the constitutional amendment that
allowed Congress to impose an income tax.

Criticizing Romney

At an Oct. 11 debate sponsored by Bloomberg NewsTae Washington Post, Gingrich
criticized Romney’s decision to cut thepital gaingate only for people who make less
than $200,000 a year, a threshold lower than Obmmabdff for tax increases.

“One of the characteristics of Obama in his claagfave approach has been to talk about
going after people who made over $250,000 a yedwdande us,” Gingrich said.

Former Utah Governor Jon Huntsman has proposedhelimg all deductions and credits
to drive down the topax ratefor individuals to 23 percent from 35 percent,r@avith
ending all taxes on capital gains and dividendS.. BRepresentativiglichele Bachmann

of Minnesotasaid during an Oct. 18 debate that she wantsamfxetely abolish” the tax
code.

Lack of Understanding



“Many of the candidates, when they put out taxmafplans, may not really understand
the implications of the plans,” said Evan Liddiai@mer tax policy adviser to Senator
Orrin Hatch, a Utah Republican. “They just know tlm¢ers are hungry for a simpler tax
code that seems to promise less tax for them amd faothe wealthy.”

Flat-tax plans remove tax breaks including thedcbredit and earned-income credit that
benefit millions of families, said Liddiard, a loybt at Urban Swirski & Associates in
Washington who supports Romney.

The Romney campaign is actively considering wisaloihg- range tax proposal might
look like, said policy director Lanhee Chen.

“It's our intention to pursue fundamental reforrhg said. “It's just a question of how
you do it thoughtfully, how you do it in a way thatght not hamper any economic
growth.”

Romney’s tax framework would resemble the based®nimg, rate-lowering plan
released last year by Obama’s fiscal commissioagdé&e by Democrat Erskine Bowles, a
former chief of staff to PresideBill Clinton, and Republicahlan Simpsona former
senator fromWVyoming Chen said Romney would adopt that plan’s conadotisgh not

its revenue target, which most congressional Regard oppose as a tax increase.

Speaking Out

Since Cain released his 9-9-9 plan and Perry arogalhis intention to back a flat tax,
Romney has begun arguing against his opponentsiémas.

During a town hall meeting Oct. 20 at Morningsidal€ge in Sioux CityJowa, Romney
warned against the potential burdens that the mididiss could face with a move to a flat
tax or a nationatales tax

“People say get rid of the charitable contributit@duction, the home mortgage
deduction,” he said. “Those things should be prétamatic in the changes they would
cause. And so before | propose that, we're goirttaiee a very careful evaluation of
what impact they’d have on middle-income Americand on growth.”

What Could Pass

Chen said the campaign is drafting its tax politi@ased on what it thinks Congress could
pass in early 2013 and wouldn’t damage the econ@hgnges in the mortgage interest
deduction, he said, might hurt the housing market.

“If you endorse a proposal that results in the cetepend to that tax treatment, there are
impacts that are going to be felt right away,” h&ls



The other Republican candidates describe theirqualp for removing deductions and
other tax breaks as tools for boosting the econdrhgir go-big approach is fueled by
hostility against the IRS among Republican votdrsCato Institutés Mitchell said.

“When you have cancer, you don’t want to take aat half of it,” he said. “You want to
take out all of it.”



