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Who Should Bear the Burden of America’s Debts?

President Obama’s solution to America’s deficit wteto make the rich pay higher
taxes. Using Warren Buffet as his prop, the Pregillas repeatedly asserted that we
must not balance the budget on the backs of theéiestebut instead make the rich pay
their “fair” share.

The President’s perspective is misguided at ewargl!

The biggest source of our long-term fiscal imba&iscMedicare, a program that benefits
middle- and upper-income households. The poorvedeealth insurance from Medicaid,
which is not the prime target of budget balancers.

In contrast to Buffet's view that the rich pay l@és$ederal taxes than the middle class,
the facts show otherwise. According to the TaxdoGenter, the top 1% of the income
distribution pays 30.4% of its income in federades while the middle fifth pays 14.1%.
That may be less redistribution than Obama andaBufbuld like, but it is hardly the
perverse pattern that Buffet asserts.

Buffet’'s own situation — he claims to pay lessareds as a share of his income than his
secretary — is the exception, not the rule. Byffesumably gets a large fraction of his
income from ownership of capital, much of whichitmests in tax-free municipal bonds.
Most high-income earners, however, get a substasitae of their income in salary,
which faces a marginal tax rate of 35%.

In any case, the soak-the-rich approach wouldttle to improve the long-term fiscal
outlook, which stems mainly from the excessive dglorate of Medicare expenditure.
Higher rates on the rich discourage savings anegemneurship, and they might even
exacerbate deficits by encouraging income in naed&inds of compensation or
pushing investments overseas.

Jacking up tax rates also ignores the myriad wagsgolicy can raise revenue while
enhancing, rather than harming, economic produgt{e.g., elimination of the home
mortgage interest deduction). Similarly, the foongax rates detracts attention from
policies that advantage the rich by restricting petition, enabling crony capitalism, or
handing large tax breaks to politically connecta@rest groups. The way to address



these inequities is to repeal the policies thatmte them — which are themselves
undesirable for multiple reasons — rather thanetamg all high-income taxpayers.

The only possible defense of the Obama-Buffet patsge is that higher tax rates on the
rich are necessary to convince middle- and loweotnime taxpayers that significant cuts
in Medicare and Social Security are necessaryheeae long-term fiscal balance.

But if Obama and Buffet want to achieve this graadyain, they have to put real
expenditure cuts on the table. Otherwise, votelissee their rhetoric as political
posturing, not as a sincere attempt at compromise.
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