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“A man is none the less a slave because he is @llderchoose a new master once in a term of
years.” Lysander Spooner

December 17, 2010

The Trillion-Dollar Zero-Cost Stimulus Program
by Brad Warbiany

Want to inject liquidity into the market, supponn&rican jobs, and do so without raiding the US Suea
or overheating the printing press? The answemnipl&: get out of the way.

Now, some may say tt's a libertarian’s answer for everything. And thetyisually be right. But I'm not
signing you up for a precipitous decline in fedeealenue. I’'m not resorting in protectionist andrcaatilist
policies destined to impoverish American consunrefavor of America exporters. All I'm asking — or
relaying the request of Cisco CEO John Chambergaadle President Safra Catz, more accurately — is
that the US Government make it easier to bringidorerofits back to our shores:

One trillion dollars is roughly the amount of eaigs that American companies have in their
foreign operations—and that they could repatriatdné United States. That money, in turn,
could be invested in U.S. jobs, capital assetgaret and development, and more.

But for U.S companies such repatriation of earnicagsies a significant penalty: a federal tax of
up to 35%. This means that U.S. companies canpwiitsignificant consequence, use their
foreign earnings to invest in any country in therlke-except here.

The U.S. government’s treatment of repatriatediforearnings stands in marked contrast to the
tax practices of almost every major developed ecgnancluding Germany, Japan, the United
Kingdom, France, Spain, Italy, Russia, Australid &anada, to name a few. Companies
headquartered in any of these countries can repaforeign earnings to their home countries at
a tax rate of 0%-2%. That's because those coungmize that choking off foreign capital from
their economies is decidedly against their natiomairests.
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By permitting companies to repatriate foreign e@gsiat a low tax rate—say, 5%—Congress
and the president could create a privately fundietltus of up to a trillion dollars. They could
also raise up to $50 billion in federal tax revenligat's money the economy would not
otherwise receive.

The tax picture described is very simple, andakes American companies make some difficult dmtss A
company with overseas profits and a need to retroaschoose to invest them abroad or here in e U
Those overseas profits can be invested oversehdittié or no tax penalty, or they can be investede
with significant tax penalty. The decision becorsmsple. It is only smart to invest foreign profitsthe US
if it is investment that simply cannot be effectivdone overseas, because the cost of repatrietion
enormousilt’s a trade war, but it's aiming the artillery inw ard, not outward.

Anyone who has read my work knows that | am natradf government subsidies. | personally think that
American corporations and American workers can aampguite handsomely on the world market. We don’
need our government to actively help industry hesehave an educated workforce, developed
infrastructure, stable institutions and a strorlg of law. We have everything we need to makeafitable

for companies to invest here. We could have a cpuvitere overseas profits are re-invested in Ana@ric
workers and the US economy. What we have instead@rernmenpolicies actively hostile to that end. ,

| ask is that those policies be rescinded.

America is seen worldwide as pro-business. In nt@ses, that is true, but certainly not in our coapeo
income tax system, as described by the Cato Itestiere Rather than being a low-tax laissez-faire bastion
of capitalism, we have t highest corporate income tax rate in the develwpeandi:
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Top Corporate Income Tax Rates in the OECD, 2010

United States 40.0%
Japan 387%
Belgium 34.0%
France 33.5%
taly 31 4%
Canada 31.0%
Spain 30.0%
Meswy Zealand 30.0%
Mexico 30.0%
Australia 30.0%
Germany 28.4%
Luxzembourg 28 6%
Moraay 28.0%
Britain 28.0%
Swveden 26.3%
Finland 26.0%
Methetlands 255%
Portugal 25.0%
lztael 25.0%
Denmark 25.0%
Austria 25.0%
Kaorea 24 2%
Greece 24 0%
Switzerland 21.2%
E=tonia 21.0%
Turkey 20.0%
Slovenia 20.0%
Slovakiz 19.0%
Poland 19.0%
Hungary 19.0%
Czech Rep. 19.0%
Iceland 18.0%
Chile 17.0%
Ireland 12.5%

0% 1a% 30% 43%

Reducing the taxes on repatriated profits can Ibe doa revenue-neutral way. All that is necessaty
choose a tax rate that will balance the tax revexaueed on repatriated earnings at the currentvighethe
expected revenue earned on the much larger baseatfiated earnings al@ver rate. Some foreign casl
undoubtedly repatriated; as | said there is ingemot to do so, but that incentive in not insurmtable.
However, at a lower tax rate it makes sense forersompanies to repatriate much larger swansd, I think ¢
baseline rate of 5% as suggested by Chambers @andsGagood starting point for discussion if reniag
revenue-neutral is a goal.

There isup to a trillion dollars out there that could be injected into the US econwithout raising the
deficit, without spinning up the printing pressgdamhich would go immediately to the entities whaéshe
best ability to invest it in stimulative ways — cpamies who are already profitable. While many in
Congress may not like the idea, as they have &titgrol over how the money is spent, | think that’
feature — not a bug.

While I'm not a protectionist, | think we shouldptgovernment policy designed to hurt American

employment and help employment overseas. Of alptieies in which our government engages, one that
actively stops capital from flowing into Americafn overseas seems rather idiotic.
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Full Disclosure: | work for a multinational electronics companyttwworldwide staff, worldwide
production facilities, ar worldwide yearly revenue in the billions. My insgtion for this post was a
discussion of the tax penalties inherent in my employer repatriating foreign profits, but | chdsevait
until the idea was publicly forwarded by heads @cG and Oracle before adding my own thoughts.
Undoubtedly my employer would also benefit fromlsagolicy, and | would be remiss to suggest this
without disclosure. Also note that the opinionse@and elsewhere | write on this blog) are puraly
own, and are not in any way meant to represenetbbmy employer.
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