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Herman Cain's 999 Plan: Will It Work?
Experts Speak Out
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Herman Cain has been making waves with his cat@f8+9" tax plan -- but is it good economic policite
International Business Times spoke with expertesaéral economic think tanks to find out.

Herman Cain has made waves with his "9-9-9" tar.plghat are the tax plan's strengths and weaknémsesS. tax
filers?

The latest US business and financial news as wefissies and events
A Simple but Controversial Plan

The basic structure of the plan is simple. It wonkblve three separate taxes: a 9 percent persoe@he tax, a 9
percent corporate tax and a 9 percent nationad sake Eventually, if Cain had his way, he wouldlage all of that
with a single "consumption tax," which would taxr¢hases rather than income. The national saléat¢tided in the
9-9-9 plan is meant as a step in that direction.

The 9-9-9 plan stole the show at the Republicasigeatial candidates' debate at Dartmouth Colleg&wesday, but it
has been widely panned both by Democrats and hysCRepublican opponents.

Democrats call the plan unfair for reducing taxagte wealthy while increasing them for many loweme
Americans. Republicans have made a litany of @itis: Future presidents could increase three taarsis rather than
one. It oversimplifies the complex problem of imgirgy the tax code. Or, more pragmatically, it con&Ver pass
Congress anyway, so what's the point?

Side I: Good Economic Policy

Support for the 9-9-9 plan focuses less on howilitaffect the distribution of wealth, and more bow it will affect
the economy as a whole. On a macroeconomic scaie,dfgues, the plan has tremendous potentiatéogthen the
economy and create jobs, because it would lowestar businesses, giving them an incentive to Istang.

Daniel Mitchell, a senior fellow with the Cato litate, a libertarian think tank, said the principlef Cain's plan were
solid. "As a matter of economic policy, it's a vgigod idea: lower marginal tax rates, less doubtation on savings
and investments, and elimination of corrupt andficient loopholes," he told IBTimes. "Those aréthings that
public finance economists have long recognizedrapertant.”

The 9-9-9 plan has drawbacks "relative to an iteeabystem," but "relative to our current systeoy'st have to say on
balance it's much better," Will McBride, an econsifior The Tax Foundation, a nonpartisan tax refegroup based
in Washington, said. "It reduces taxes on savirggiamestment, and that's where economic growth sdnoen,
basically. That is its primary benefit, and theh¢aurse, it simplifies the tax code tremendously."



Supporters of the plan have addressed some ofalreariticisms of it, such as the fear -- raisedstrrecently by
Michele Bachmann at Tuesday's debate -- that fygresidents would inevitably raise the 9 percet#, rereating, for
example, a 15-15-15 plan.

"It's certainly a risk, but that's the history akation," McBride said. "Sure, there's always gdimfe that pressure
with any tax, but we have to compare to the cursgatem, and it's a big improvement over the ctisgstem. It's a
big reduction in the top tax rate and a flat taypensonal and corporate income. Those are very tioogs for long-
term growth. Even if we eventually push the rateaaih5 percent, that's a drastic decrease fromuhent system," in
which the corporate tax -- though not personalinedax -- is 35 percent.

And, in response to Mitt Romney's jab at Tuesdagtsate that the 9-9-9 plan oversimplified the campask of fixing
the economy, Mitchell said, "I think the plan isostg because of its simplicity." There is moreixinfy the economy
than tax reform, of course, but "one of the reasahmk Cain is attracting so much support is huseahe's willing to
come up with a bold plan," he said.

Kevin Hassett, the director of economic policy sdscht the American Enterprise Institute, a coretarg think tank,
agreed. "This is a far more sophisticated plan trenmight have expected, given that hedasa person that has been
inside politicshis whole life," Hassetbld USA Today "The Cain plan is really solid. The only critigisone could
make is it's too bold or something like that."

Side II: Bad Economic Policy

Critics of the 9-9-9 plan say that its negative nmézonomic effects -- that is, the potential burdadow-income
Americans -- would outweigh any benefits for thereamy as a whole.

On paper, as Cain said at a debate in Septemleep)dhtreats everyone the saniut in practice, it taxes low-income
Americans at a higher rate than their affluent ¢erparts, because how much a person would pay tinéerational
sales tax, and how much they would save from tingirghted taxes on savings and investments, depamtdsw much
of their income they spend, save and invest. |eotords, the taxes take a disproportionate sHaadaw-income
Americans' disposable income.

Consider two people: one who earns $30,000 a yehspends all of it by necessity, and one who e5508,000,
spends $100,000 of it and saves or invests theineiera Under Cain's plan, the first person wouly @a 18 percent
tax on that $30,000: 9 percent in income tax apérgent in sales tax. But the second person wauidpay about 11
percent in taxes on their $500,000 income: 9 périceincome tax and 1.8 percent in sales tax, samtg 20 percent of
their income would be subject to the sales tax,savihgs and investments wouldn't be taxed at all.

"Businesses will tax all wages, because wages death to be deductible," Roberton Williams, a sefeilow at the
nonpartisan Urban Institute, told IBTimes. "Peoplaen they receive those wages, will pay anothggrgent tax on it,
and then when they spend it, they'll pay anotheeréent."

That is a 27 percent effective tax on wages --azgro percent tax on income from investments apéal gains.

"The obvious winners are the big guys who get alaheir income from capital gains, and capitahgavould not be
taxed at all," Williams said. But the majority offericans who make their living from wages, not gjains, would
be hammered under the 9-9-9 plan.

"It is hard to fathom a hedge fund manager payihgher effective tax rate than a secretary under@4in's plan,"
Andrew Fieldhouse, a budget policy analyst at tberemic Policy Institutewrote recently"Financiers would be able
to receive all of their compensation as tax-fraestment income, and ... the windfall from elimingtinvestment
income taxes would accrue to the top 1 percenafars, who will pay over 70 percent of all capiains and
dividends taxes in 2011."

The 9-9-9 plan "only makes sense if you believé it problem with the current tax code is that-lewd middle-
income households have it way too good, and thewldhgive more of their income to those poor Amemie making
more than half a million dollars a year," Fieldhewgrote.



Williams dismissed the idea that, as President RioRaagan famously argued, the economic benefitsittihg taxes
for the wealthy would "trickle down" to middle-ckand working-class Americans. "Only if you haveyy@ery, very

large macroeconomic gains would you get the trickden [effect], and in our history of that, theratst much trickle
down," he said.

In a separate critique, Mitchell, the Cato Inséttellow -- who did praise many of the principldsite 9-9-9 plan --
expressed concern about some of the particulgvecidly the idea of having three separate tavastise

"Politicians have done a really bad job with onerse of revenue, the personal income tax. Imagiviagithem three
sources of revenue," he told IBTimes. "That, to weyld be very dangerous, because we see fronxgerience in
Europe that politicians wouldn't keep it 9-9-9wituld go to 19-19-19, or 29-29-29."

What do you think? Would Herman Cain's 9-9-9 taangbe a good economic policy?



