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TAX THE WEALTHY: Warren Buffett is seen in this &lphoto from Oct. 5, 2010 in
Washington, D.C. For several years, Buffett haadied for taxing the wealthy their
fair share. (Jemal Countess/Getty Images)

Warren Buffett contended in a recent New York Tirapsed article “Stop Coddling the
Super-Rich” that America’s finances would makeaplérward if its elite, the super-
rich, would pay their fair share of taxes.

Buffett forgot to include in his forward-lookingadement the elimination @brporate tax
subsidies, especially for companies that export #gass jobs but want Americans to
keep buying their products.

Corporate welfare, which comes in the form of sdiesi, has been under fire for some
time. Proponents claim that subsidies should résuhe creation of mor@bs andbring
people back to work, while opponents outright laagthis suggestion.

Already at the end of the last century, an arfiiclthe Encyclopedia of Business stated,
“Fortune 500 firms, which are the main beneficigrieave eliminated more jobs than
they have created during this period.”

At the beginning of 2011, a Cato Institute artiatgued against corporate subsidies by
recounting a typical scenario in which subsidies juat the opposite effect.



At the end of his term, former Pennsylvania Gov Resdell announced the creation of a
$10 million grant, to be awarded to any corporatidlting to reopen a former Sony
Corporation plant in Pennsylvania. Companies dtpheticular site had been subsidized
by the state’s taxpayers three times in the past.

Germany'’s Volkswagen Group (VW) had been awardédriflion in 1977 for the site
by former Gov. Milton Shapp. In 1987, VW moved omgteener waters. Sony moved
into the empty plant in 2005 and out in 2007. i heceived a $40 million state subsidy
and then another $1 million before it moved out.

In mid-1999, the Cato Institute testified before thommittee on the Budget: “Corporate
welfare is a large and growing component of thefadbudget. ... In 1997 the Fortune
500 corporations recorded best-ever earnings o6 $8Ron, yet incredibly Uncle Sam
doled out nearly $75 billion in taxpayer subsidiesThere are roughly 125 such
business subsidy programs in the federal budget.”

Scrutinizing Corporate Welfare

“The problem is that not everyone defines it [cogte welfare] in the same way,” states
the Cato Institute’s handbook, published on theaoization’s website.

Cato describes corporate welfare/subsidies as lawaace or grants the federal and
local U.S. governments dole out to certain indastrgiving them an advantage over
competitors.

Narrowing it down, Cato points to direct or indirgcants. Indirect grants refer to those
that are awarded to one firm, which then distributéo other companies in tsepply
chain

Next comes research, through which government erapkfrom the Agricultural
Research Service, the Economic Research Servieé).th Department of Energy, and
other agencies develop new products, improve ugmo@uct, or come up with
innovative processes and then give these innowatma corporation for free or little
cost, saving the firm untold dollars in researctl davelopment.

Then there are subsidized loans and insuranceavagiee programs, in which the U.S.
government takes the majority or all of the riske$e programs come in different forms
and from different government agencies, includimgW.S. Commerce Department,
Department of Agriculture, Department of Defense axport-oriented agencies.

There are also a number of visas that allow congsatal bring foreign workers into the
United States to reduce labor costs and train dabel for future outsourcing of jobs.
Such visas include H-1B for professional-level poss, L1 for company transfer of an
employee from a foreign subsidiary to the Unitealt&t, E for treaty traders or treaty
investors, and J for bringing foreign workers itlte United States for training.



Theaverage wagéor a U.S. computer programmer is $74,700, wiitegame individual
earns $10,200 in India, $10,000 in China, and $5i8Qhe Philippines. An electrical
engineer earns $135,900 in the United States, 803rR2India, $26,000 in China, and
$7,000 in the Philippines.

“Evidence shows the visa programs to be increagiagheans to help outsource U.S.
jobs or recruit cheap temporary labor. ... In sonmsesdoreign workers are brought to
the United States for job training by American weng then after the training, foreign
workers return home and do the same work for lagswhile the American workers
may be laid off,” stated a 2010 Rochester Instiaft€echnology research report.

Eliminating Subsidies

“The [congressional] super committee has many optto increase revenue, particularly
by eliminating or reducing subsidies provided thylothepersonal income taand
corporate income tato business and wealthy investors,” stated CiiZen Tax Justice
(CTJ) inits Aug. 11 online publication.

The super committee was created under Title I\hefBudget Control Act of 2011,
which called for the establishment of the JoineSeCommittee on Deficit Reduction.
The committee includes 12 members: six senatorsixmiiembers of the House of
Representatives, who have been appointed by tharitgeand minority leaders of the
Senate and the House.

There are already voices in the House and Senaiteltim that this super committee is
unconstitutional.

Making the above argument ineffective is ArticleSkction 5 of the U.S. Constitution,
which states “Each House may determine the Rulé@s &froceedings.”

“The establishment and the planned operation odtheat Select Committee are
constitutional, whatever pragmatic objections thrarght or might not be to this

approach,” argued Eugene Volokh on his blog abdmeiconstitutionality of the Joint
Select Committee on Deficit Reduction.

Super Committee Gift to K Street

“Congressman Ron Paul has called the ‘Super Cosigragift to K Street,” according to
an Aug. 10 article on the Cynical Revolution websit

The selected members of the super committee indedsoned and unseasoned
politicians, but they all have experience in thedad budget arena.

Experts’ dispute claims warn that the committee ivdoe governed by bipartisan



squabbling. Others charge that given the backgrofiedch member, violations of
ethical integrity would be an issue. The membecsix@d millions in campaign
contributions from lobbyists over the past years.

The MAPLight website published a list of donatioaseived by the members of the
super committee during the past two years. SemnicRatynn Murray (D-Wash.) came in
as the Senate Democrats’ leading fundraiser; steevesd major campaign donations
from Boeing Inc.

Sen. Max Baucus (D-Mont.) received contributiommsfrlaw firms, hedge funds, health
care firms, Goldman Sachs, and others. Rep. DaugQR-Mich.) collected close to $3
million in funds from special-interest groups in080and 2010. Sen. Jon Kyl (R-Ariz.)
received $13.6 million in campaign contributionsvieen 2005 and 2010.

Insulating Super Committee

Voices from all corners of the United States aggesting that the super committee
members must forego political donations from anppany or individual and not attend
meetings with interest groups and representati’esrapanies going forward.

“The best way to insulate the committee is for apigal members to end all fundraising
and to be fully transparent regarding with whonytheeet while they serve on the
committee,” wrote a coalition of 25 public intergsbups in an open letter to Congress
dated Aug. 4.

Suggestions include having the super committee ragenue by getting rid of subsidies
for both corporations and individuals, and keeghr hands off further spending cuts
that were already detailed under the recently exaadebt agreement.

More than half of voters see the super committegmasher whitewash because most
members are too beholden to special interest gragesrding to a recent poll by the
Democracy Corps and Greenberg Quinlan Rosner Résear

“Seventy-one percent of all voters say they wowddriore likely to support committee
members who give up campaign donations and agneet tmeet with lobbyists while
serving on the bipartisan super committee,” sagdDkemocracy Corps survey report.

Tax subsidies are on everybody’s mind. The Treagubfished a partial 2011 tax
subsidy list for firms and investors. Annualizdtk tost to the American economy is
around $365 billion, according to the 2011 testignbafore the Senate Budget
Committee by CTJ’s Director Robert S. Mclintyre.

“Tax subsidies cost [the United States] a billimtlars a day,” stated a recent publication
by CTJ.



Opposing Buffett's View

“The first problem with Buffett’s view is that thmimber of super-rich is too small for
higher rates to make much difference to our bugggitlems,” said Jeffrey A. Miron,
director of undergraduate studies at Harvard Usitgrin a rebuttal article published on
a number of different websites.

Miron points to many different issues, including tioo-big-to-fail principle that Buffett
could have addressed but didn’t for unknown reasons

Using 2009 numbers, the article suggests thatase taxation of the super-rich would
add $73 billion in revenue to the U.S. budget, Whiomes to no more than 2 percent of
the federal budget.



