Both Parties Want to Take on Tax Reform

Thereisbipartisan support for making the tax code
simpler
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There's not much that can draw lawmakers togeliesetdays. But on the issue of tax
reform, there's a lot of bipartisan agreement. Wime hope th&ongresand the
White Housemight be able to act to simplify the tax code dgrihis Congress, the
House Ways and Means Committesdd the first of several planned hearings on
Thursday to examine the tangled tax code.

Economists and lawmakers across the spectrum Hgakethe tax system is too complex
with too many special exemptions benefitting narmterests. According to the Internal
Revenue Service's Taxpayer Advocate Service, iddals and businesses spend 6.1
billion hours per year otax filing, and in 2008 spent $163 billion to ensure theyewer
following all of the rules. Tax reform was alsoeylkplank of last year's plan from the
president's deficit commission, which recommend®dpping most exemptions and
using the savings to lower the deficit and reducgrallincome tax ratesVays and
Means ChairmaDavid Campa Michigan Republican, said the tax code "addeemo
burdens on families and employers—making it moffcdit to create jobs in this
country.” The last major tax overhaul was the TafoRm Act of 1986, which reduced
the number of income brackets and sought to eliteiteex havens.

Of course, deciding which loopholes to cut isn&yedEverybody wants to cut the
loophole for the other guy, but not the incentieedn she enjoys," said New York Rep.
Charlie RangelaDemocrat at the hearing. Aside from narrow business exemgt
many income tax breaks, such as those for mortigpéepest and employer-provided
health insurance, are used by millions of middess|Americans. "In short, we are all
special interests," said National Taxpayer Advoditea Olson, who testified during
Thursday's hearing.

Much of the discussion has focused on the fedarabh corporate profits. Testifying
before the committee, Robert McDonald, CEO of Rmo& Gamble, said that America's
corporateax rateis the "least competitive in the world." Many eoansts on both the
right and left say that ultimately the tax is feyt consumers and employees, not
corporations"The politics of the corporate tax are a loteliént than the usual left and
right politics on the individual income tax," saghris Edwards, an expert with the
libertarian Cato Institute.




One early point of contention is whether tax refamould ultimately raise or lower the
amount the government collects in taxes, or beelae neutral,” as some Democrats
advocate. "This may be somewhat controversial dffidudt, but we need to make sure
that reform is fiscally responsible,” said Michigdep.Sander Levinthe ranking
Democrat on the committeBepublican®n the panel have said that it's too early to say
how reform should affect the deficit, and some bess leaders have said that reform
should focus on simplifying the system first. Earlihis month, Treasury Secretary
Timothy Geithner said that the White House woulgklat ways to simplify the tax code
while keeping revenue the same. But President Olmaayabe cautious about eliminating
tax exemptions that benefit the middle class, dugg campaign promise not to raise
taxes on most Americans.

It's not likely to happen by tax time, but with feawenues open for progress, tax reform
may be Obama's best bet for a 2011 accomplishment.
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