
Quote of the Week:  “Would it not 
be better to simplify the system of 
taxation rather than to spread it over 
such a variety of subjects and pass 
through so many new hands.”  

-Thomas Jefferson, letter to James 
Madison, 1784 

.”  
  
-P.J. O’Rourke 
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Obamacare Will Lead to $4 Trillion Tax Increase By 2035 
A new analysis by the Joint Economic Committee shows that Obamacare will lead to $4 trillion in higher taxes between 
now and 2035.  After adjusting for inflation, the law’s higher tax burden increases from $15 billion in 2012 to $320 billion 
in 2035.  This is equivalent to $3,290 for a family of four.  One reason the law’s tax burden increases is that the new 
Medicare 0.9% tax for “higher incomes,” which proponents stated was intended to fall only on the wealthy, is not indexed 
for inflation.  Consequently, the tax will end up gradually falling on more and more middle-class families.   
 

Americans Work 107 Days to Pay Their Taxes in 2012 
Yesterday, April 17, 2012, was Tax Freedom Day—the day the Tax Foundation calculates Americans have finally earned 
enough money to pay their tax bills for the year and can start to work for themselves.  The Tax Foundation calculates that 
Americans will work 107 days this year for the government, which is longer than the American people will work for food, 
clothing, and housing combined.   
 
As great as this tax burden is, it is not sufficient to cover government spending.  That figure, the cost of government 
spending, would lead to Americans working for the government for 134 days, or until May 14th of this year. 

 

CBO:  Budget Deficit $778 Billion in First Half of FY 2012 
According to CBO, the federal government has run up a $778 billion deficit in the first half of fiscal year 2012.  This is 
higher than any annual deficit prior to FY 2009.  To date, the federal 
government has spent $1.842 trillion and collected $1.066 trillion in taxes.   
 
If the final deficit for FY 2012 exceeds $1 trillion, as it is on track to do, this 
will be the fourth year in a row the deficit has exceeded $1 trillion.  Spending 
is also on track to exceed $3 trillion, and this will also mark the fourth year in 
a row that this barrier has been broken (it never happened prior to FY 2009 
in all of American history).  42.2% of all spending spent so far this year 
has come from borrowed money. Also of note, spending in March alone 
amounted to $369 billion—the highest monthly spending in U.S. history.   
 

$46 Billion Small Business Tax Cut on Floor This Week 

Tomorrow, the House will consider H.R. 9, the Small Business Tax Cut Act.  The legislation allows small businesses a 
20% tax deduction.  The deduction would apply whether the income is subject to the corporate or income tax.  For 
purposes of the bill, a small business is defined as having 500 or fewer employees in either 2010 or 2011.  
 
The tax cut applies just for 2012.  H.R. 9 reduces tax revenues (on a static scoring basis) by $46 billion over ten years:  
$12.5 billion in 2012, $32.7 billion in 2013, and $700 million in 2014.   

 
 

For more information, please contact Brad Watson at x69719 

 

http://jec.senate.gov/republicans/public/index.cfm?p=Studies&ContentRecord_id=c35381b7-0876-4c45-8db5-443ead0ee882
http://cbo.gov/publication/43092
http://www.nasdaq.com/article/march-2012-outlays-highest-monthly-spending-ever---us-treasury-20120411-01054


 
Why is it in America's interest to persuade the rich to report less income? 
By HOLMAN W. JENKINS, JR. 
 
If it were learned that the car driven by the average American is 10 times more likely to burst into flames than the car driven by 
the richest 1%, what should the policy response be? Should it be to mandate that cars driven by the rich burst into flames more 
often? 
 
Income inequality is a strange obsession, at least to the extent the obsessives focus their policy responses on trying to adjust 
the condition of the top 1% rather than improving the opportunities of everyone else. 
 
Income inequality could be a sign of real pathology in authoritarian societies where entrenched groups use government-granted 
privileges to protect themselves from competition. By and large, that's not the case in the U.S., where most see the market 
actually increasing the competitive advantages of the educated, skilled, hardworking and talented. 
 
Though it's always good to be on guard against political favoritism, the U.S. exhibits mostly a giddy process of wealth creation 
by people from middle-class backgrounds who start companies or become Wall Street traders or CEOs or celebrity performers 
in entertainment and sports. 
 
Generalizing about the distribution of incomes is an academic specialty seemingly incapable of freeing itself from 
tendentiousness. Take a popular study by Thomas Piketty and Emmanuel Saez, two French-born researchers, claiming U.S. 
income inequality is higher than anytime since the 1920s. 
 
Their result comes from choosing to look at income that leaves out transfers. Unlike the 1920s, Americans today have the 
opportunity partly to live off Social Security and Medicare. They can decide to do without reportable income. Also left out of 
the calculation is the large share of compensation accounted for by untaxed health insurance. 
 
Too, the tax code has changed. Income is realized under today's code that wouldn't have been realized under previous tax 
codes. Owners of capital buy and sell much more easily, and the tax system creates much less incentive for them to sit on their 
holdings and report less income. 
 
For the record, so sensitive are the inequality generalizations to how you define income, and whether household size is taken 
into account, that the claimed shift toward greater inequality can be made easily to disappear, especially when consumption 
rather than income is measured. 
 
And, as always, the solution to income inequality amounts to persuading the rich to report less income. As CNBC's John 
Carney has shown, Facebook founder Mark Zuckerberg could avoid ever reporting any income simply by borrowing against 
his assets to meet his living expenses. "Perhaps most bizarrely, Zuckerberg might be eligible for an Earned Income Tax Credit 
if he keeps his personal income under $13,000," writes Mr. Carney. 
 
This would make America a better place how? Yet, at bottom, such cosmetic fixes are the main outcome from using higher tax 
rates to "correct" income inequality. 
 
Obsessing about income disparities might be productive if it led to policies that improved opportunity for all. It's hard to 
exaggerate the movement on school reform over the past 20 years, to the point that the New Yorker, that bastion of Upper 
West Side propriety, contributed one of the most damning polemics against excessive teachers-union power. 
 
Ditto the return of tax reform to the agenda. Tax reform promises to improve the opportunities of all while sponsoring less tax 
evasion, less distortion of investment priorities and less politically corrupting pursuit of loopholes, all of which are the certain 
and inevitable corollary of high tax rates enacted to salve inequality neuralgia. 
 
One can only wonder how much faster progress on tax reform or school choice would have been if the political capital 
devoted to income inequality had been devoted to fighting entrenched institutional resistance to useful reforms. 
 
One factor is a certain human soul-sickness that's impossible to put a constructive gloss on. Why is the New York Times 
disproportionately given over to cataloging the consumption of the rich in a tone even more cringing for its pretending to be 
snarky? Why do some of our dreariest journalists spend all their time writing about Goldman Sachs, except to associate 
themselves with the status object they attack in order to raise their own status? 
 
That goes doubly for the inequality obsessives. How society stimulates the creation and distribution of income is an important 
topic—so important that one could wish it were less infected with the pathology Freud diagnosed as "group spirit" and which 
he said was ultimately founded on envy 
 
As Freud put it, "Everyone must be the same and have the same. Social justice means we deny ourselves many things so that 
others may have to do without them as well." 


