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Will You Pay More than Boeing and GE on Tax Day? 

With great fanfare in late February, Boeing was awarded a $35 billion contract to build new airborne tankers
for the U.S. Air Force. Less noted, however, is that on top of that lucrative contract, Boeing has already

been getting a big bonus from the IRS.

Over the past three years, Boeing reported $9.7 billion in pretax U.S. profits. But instead of paying the 35 percent
federal corporate tax rate on those profits, Boeing received $3.5 billion in tax subsidies. As a result, it paid no
federal income tax at all over those three years. Another thing that has escaped notice by most observers is the
38 subsidiaries that Boeing has in offshore tax havens, according to a 2008 report from the Government
Accountability Office.

As Tax Day approaches, companies like Boeing inevitably rankle ordinary Americans who feel like they’re paying
their fair share. “Why is it that I pay more than Boeing?” a reasonable person might ask. 

President Obama has called on Congress to address this situation — but his approach is not nearly strong
enough. The President proposes that Congress close tax loopholes that benefit corporations, but, as he put it
in his State of the Union address, Congress should “use the savings to lower the corporate tax rate for the first
time in 25 years — without adding to our deficit.” 

Corporate tax reform should reduce the deficit, not just leave it unchanged. Congress is grappling with a
long-term budget deficit that could require major cuts in public services. Many lawmakers insist that “everything
is on the table” during negotiations over deficit-reduction, meaning all spending programs are possible targets
for cuts, and all taxes are possible targets for increases. Lawmakers have discussed cutting Social Security, ending
Medicare as we know it and adopting a variety of changes that would alter our lives fundamentally.

Then why in the world should President Obama and Congress take the corporate tax system off the table? The
answer has more to do with the lobbying and campaign contributions of corporate America than with any

reasoned policy goals. 

Through a series of reports, a lobbying campaign
conducted with other progressive organizations, and
outreach to national media, CTJ has been pressing a
different view of how the corporate income tax
should be reformed. 

Continued on next page
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Will You Pay More than Boeing and GE on Tax Day? 
 Cover story continued

Corporate Tax Reform Should Raise Revenue to Help Address the Budget Deficit
The first important goal of corporate tax reform should be to raise revenue, as already explained. Some of the
revenue saved from closing corporate tax loopholes could be used to pay for a reduction in the corporate tax
rate, but there is no reason that all or even most of that revenue should be used to pay for a rate reduction. The

overall result of corporate tax reform should be
increased revenue to help address the deficit. 

Politicians have heard endless complaints from
corporate America that the federal statutory corporate
income tax rate, 35 percent, is among the highest in
the world. What is often ignored is that the effective
rate — the percentage of corporations’ profits paid in
taxes — is actually low in the U.S. A 2007 report from
the Bush Treasury Department concluded that U.S.
corporations pay a smaller share of their profits in

taxes, on average, than corporations of other developed countries. It’s sensible to remove loopholes from our
corporate tax and perhaps reduce the statutory rate a bit, but there’s no reason why the end result cannot be
increased tax payments by corporations to help lower budget deficits.

Corporate Tax Reform Should Remove Incentives to Move Jobs Offshore
Another goal of corporate tax reform should be to remove any tax incentives to move profits and jobs offshore.
Congress often enacts tax subsidies that it claims will encourage job creation in the U.S., but the lobbyists who
advocate for these breaks know full well that they will add to shareholders’ bottom lines rather than result in
more employment for Americans.  

Take just one example. In 2004, Congress
enacted the “American Jobs Creation Act,” which
added more than $200 billion in new corporate
tax subsidies over 10 years. It was a bill that the
General Electric Company helped write and in
which GE gained billions of dollars in new
subsidies, particularly for its offshore activities. 

GE promised, of course, that these new subsidies would be good for our economy and U.S. jobs. But six years
later, GE had cut its American workforce by 32,000 jobs, a 19 percent drop, while increasing its foreign workforce
by 8.5 percent. In 2004, 54 percent of GE employees were in the United States. By 2010, that had dropped to only
46 percent. 

Incredibly, GE’s average effective U.S. tax rate from 2006 through 2010, years in which it reported $26.3 billion
in U.S. profits, was a negative 15.8 percent.

U.S. corporations move jobs offshore for all sorts of reasons, including the availability of cheap labor and the lack
of regulations in certain countries, as well as a lucrative subsidy in our tax system for multinational corporations.
U.S. corporations are allowed to “defer” (delay indefinitely) their U.S. taxes on their offshore profits until they

A 2007 report from the Bush Treasury
Department concluded that U.S. corporations
pay a smaller share of their profits in taxes,
on average, than corporations of other
developed countries.

Incredibly, GE’s average effective U.S. tax rate
from 2006 through 2010, years in which it
reported huge profits, was minus 15.8 percent.
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bring those profits to the U.S. (which may never happen). The tax subsidies that Congress enacts in the name of
encouraging job creation in the U.S. usually cannot overcome these incentives to do the opposite. 

One potential change would completely remove the tax incentive to move jobs overseas. Congress could repeal
“deferral” so that all profits of U.S. companies are taxed that same, regardless of whether they are generated in
America or abroad. There would then be no tax-related reason for an American company to move operations and
jobs offshore.

Unfortunately, some corporate leaders are pushing Congress to move in the opposite direction by adopting a
“territorial” tax system that totally exempts offshore profits of American corporations from U.S. taxes. If allowing
American corporations to defer their U.S. taxes on offshore profits encourages them to move operations abroad,
then completely exempting their offshore profits from U.S. taxes would surely increase that incentive. 

A “Holiday” for Repatriated Offshore Corporate Profits?
Some corporate leaders are even arguing that if Congress cannot permanently exempt all of their offshore profits
from U.S. taxes, then they should enact a tax “holiday” for repatriating offshore corporate profits. Congress tried
this in 2004 and it was a disaster. U.S. corporations were allowed to bring their offshore profits back to the
United States and pay federal taxes at a rate of just 5.25 percent, instead of the normal 35 percent. 

Corporate leaders claimed that they would use
the money brought back to create jobs, but
several studies recently summarized by the
Congressional Research Service found that the
companies that benefitted did not increase
employment in the U.S. and in many cases
actually reduced U.S. jobs. The repatriated prof-
its often went to stock repurchases, effectively
putting the money in the hands of shareholders. 

Congress should not repeat this mistake. If
corporate leaders realize that Congress is willing to cancel most of the U.S. taxes on offshore profits every few
years, then there will be even greater incentives to move operations, jobs and profits offshore.

Turn Tax Day Into a Day of Action
We’ve been here before. In the 1980s, reports from CTJ explained how large, profitable corporations were
avoiding their federal taxes entirely. Pretty soon, people were writing to their members of Congress, asking why
they paid more in taxes than GE, Boeing, Dow Chemical and many other companies. 

President Reagan was shocked when he discovered that GE, his former employer, and other huge, profitable
corporations were thumbing their nose at the tax system. He told his Treasury Secretary, “I just didn’t realize
that things had gotten that far out of line,” and issued a mandate to “go full steam ahead” and stop “the
inefficiency and selfishness” that had overwhelmed the corporate income tax.

In the 1980s, reports from CTJ explained how
large, profitable corporations were avoiding
their federal taxes entirely. Pretty soon, people
were writing to their members of Congress,
asking why they paid more in taxes than Pepco,
AT&T, Time Warner and many other companies. 
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Sadly, the tax reform act that Reagan signed into law in 1986 has been eroded by new loopholes and special
breaks, especially ones targeted to large corporations. CTJ is starting the process of reform again and plans to
issue new findings on what large corporations in America are actually paying today. You can play a part, too, by
telling your members of Congress that profitable corporations like GE and Boeing need to pay their fair share
— which is surely more than nothing. —

For more information on corporate tax issues, find the following at www.ctj.org:

Congress Should End “Deferral” Rather than Adopt a “Territorial” Tax System
March 23, 2011

Statement of CTJ Director Robert McIntyre Before the Senate Budget Committee Regarding Business Tax Subsidies
March 9, 2011

Boeing’s Reward for Paying No Federal Taxes Over Last Three Years? A $35 Billion Federal Contract
February 25, 2011

Revenue-Positive Reform of the Corporate Income Tax
January 25, 2011

New Ways to Stay in Touch with CTJ & ITEP

Here is how you can keep up on the latest news and research about tax fairness from Citizens for Tax Justice
and the Institute on Taxation and Economic Policy:

CTJ’s Weekly Digest
Sign up to receive CTJ’s Tax Justice Digest, our weekly email summary of state and federal tax fairness news,
by visiting www.ctj.org/digest_signup.php

Facebook
Become a fan of CTJ: www.facebook.com/taxjustice 
Become a fan of ITEP: www.facebook.com/instituteontaxation 

Twitter
Follow CTJ at www.twitter.com/TAXJUSTICE
Follow ITEP at www.twitter.com/taxreform_ITEP

YouTube
Watch CTJ staff debate tax issues on YouTube: www.youtube.com/citizens4taxjustice
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Lagging revenue growth, the end of federal fiscal assistance to the states and the expiration of many temporary
tax hikes have forced state lawmakers to make tough choices about whether to increase taxes or reduce

spending (or both) to close budget gaps.  Unfortunately, despite this challenge, the recent election has prompted
many legislatures to favor unsustainable and regressive tax changes.

With a few exceptions (Illinois, Connecticut, Rhode Island, Minnesota, California, Hawaii, and North Carolina),
governors in most states have proposed budgets that would severely cut state spending and reduce taxes rather
than taking a balanced approach.  These tax reductions would weaken states’ ability to provide core public
services for years to come. From cutting taxes on capital gains to eliminating corporate and personal income
taxes, the threats to state tax fairness and adequacy are mounting each day.

Personal Income Taxes
The only state that has enacted a major change to its personal income tax in 2011 so far is Illinois, which
temporarily increased the state’s flat rate from 3 to 5 percent in January.  Governors in Connecticut and
Minnesota have proposed high-earner income tax rate increases.  There is mixed support among lawmakers in
California, Maryland and New York for extending temporary tax hikes on their wealthiest residents.  Hawaii
lawmakers are poised to broaden their income tax base through a variety of reforms, including limiting itemized
deductions and taxing pension income.  

On the other side of the coin, anti-tax lawmakers in North Dakota, Ohio, Idaho, Iowa, Minnesota, and Kansas have
introduced bills to cut personal income tax rates or eliminate the tax altogether.  A proposal in Arizona would
exchange base broadening reforms (such as eliminating itemized deductions) for a very low and flat personal
income tax rate in a way that would hurt low-income families.  Missouri and Kentucky lawmakers are considering
the so-called “Fair Tax” which would eliminate state personal income taxes and replace the revenue with
regressive sales taxes.  Costly capital gains tax cuts are on the table in Arkansas, Ohio, Oregon and Wisconsin.

Earned Income Tax Credits
The Earned Income Tax Credit (EITC), an effective and targeted anti-poverty policy, is under attack in Michigan,
North Carolina, Wisconsin, Indiana, Nebraska and Kansas.  Lawmakers in these states have proposed eliminating
the credit altogether, reducing its effectiveness by making the credit nonrefundable, or lowering the percentage
of the federal credit state residents receive.  In happier news, policymakers in Connecticut and Missouri are
considering enacting new refundable state EITCs.

Sales Taxes
Connecticut and Rhode Island’s governors proposed a major expansion of the sales tax base in their budget plans. 
Both governors support adding many currently-untaxed services to the base as well as currently exempt goods,
including clothing, while continuing to exempt food and prescription drugs.  North Carolina’s governor included
an extension of most of the state’s temporary sales tax increase in her budget proposal and Kansas lawmakers
are considering repealing last year’s sales tax rate hike.

Illinois has enacted legislation requiring Amazon.com and other online retailers working with in-state affiliates
to collect sales taxes on internet-based transactions, both to raise needed revenues and to create a level playing
field between Amazon and “bricks and mortar” local retailers.  Similar proposals are under consideration in
Arizona, California, Connecticut, Hawaii, Minnesota, Mississippi, New Mexico, and Vermont.

2011 Opens with State Tax Battles Across America
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Corporate Income Taxes
Governors and legislators in at least 16 states have proposed major changes to the corporate income tax. 
Proposals to reduce corporate income tax rates are under consideration in Florida, Iowa, Indiana, North Carolina,
Mississippi, Wisconsin, Rhode Island, Pennsylvania, Georgia, Idaho and Maine.  Lawmakers in Kansas and South
Carolina support phasing out or eliminating the corporate income tax.  

Michigan and New Jersey lawmakers are considering other approaches to corporate tax cuts, and Arizona has
already enacted a $500 million corporate tax break this year. 

There is one bright spot in corporate tax policy. Lawmakers in Maryland and Rhode Island are considering
enacting “combined reporting,” which makes it more difficult for corporations to avoid taxes by shifting their
profits from one state to another.

Tax Commissions
Tax commissions in Georgia and Vermont issued reports recommending a major overhaul of their states’ tax
systems in early 2011. Among the recommendations in Georgia are broadening the income tax base by repealing
the state’s generous pension exclusion, broadening the sales tax base by including more services and groceries,
and replacing the state’s progressive income tax with a flat 4 percent rate.  

Vermont’s commission recommended broadening the income tax base by eliminating itemized deductions and
broadening the sales tax base by including all services and currently-exempt goods with the exceptions of food,
prescription drugs, education, and health care.  Personal income tax and sales tax rates would also be lowered. 

Lawmakers in both states have embraced many of these ideas and will likely take some legislative action on the
recommendations in months to come. —

ITEP Releases Updated Guide to Fair State and Local Taxes

The latest ITEP report, The ITEP Guide to Fair State and Local Taxes discusses each of the major revenue
sources on which state and local governments rely, including personal income taxes, sales taxes, property
taxes and corporate taxes. 

A common theme in ITEP’s analysis of each of these is that unwarranted loopholes make these taxes less fair,
and less sustainable, than they should be.  

The report takes a hard look at why state taxes have underperformed in the recent economic downturn, and
recommends strategies for reforming these taxes to make them better able to fund public investments in the
future. 

To receive your copy of the guide, visit: http://www.itepnet.org/state_reports/guiderequest.php
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With tax day here once again, now is a good time to look at one of the most absurd anti-tax scare tactics to
be used in recent memory: the so-called “millionaire migration” epidemic. The idea that wealthy taxpayers

will pull up stakes and move in response to just about any progressive state tax increase has received attention
in a number of states as of late. CTJ and ITEP have been working hard to refute these assertions with actual data,
wherever they arise.

In New York, for example, a business-backed group called the Partnership for New York City was among the first
to spread misinformation on the state’s income tax surcharge on high-income residents. In a February 2011
report, the Partnership published data showing that the state’s millionaire population had declined in recent
years, and suggested that the state’s income tax surcharge was to blame. 

But as we pointed out in our weekly e-mail newsletter, the Tax Justice Digest, the same data used by the
Partnership shows that every state in the country saw its millionaire population decline in recent years, and that
a whopping forty-three states actually experienced declines larger than New York’s. These declines were a
predictable result of the recent recession, and provide no evidence whatsoever in support of the Partnership’s
anti-tax crusade.

Oregonians also had to listen to their share of uninformed anti-tax nonsense during the course of the last few
months — this time coming from pundits living clear on the other side of the country. In December 2010, The
Wall Street Journal’s editorial board published a piece suggesting that a recent voter-approved income tax increase
caused up to 10,000 high-income Oregonians to pack their bags and head to Texas. 

After a closer look at the data, however, ITEP published a report the very next day explaining that the 10,000
return discrepancy observed by the Journal was simply a result of state revenue estimators having overestimated
the strength of the state’s economy. When all was said and done, some 26,000 more Oregonians filed tax returns
than the state originally expected — they just earned less income than usual due to the weak economic climate.

Finally, ITEP also released a report last month explaining the virtues of extending Maryland’s temporary tax
bracket on incomes over $1 million. That report included, among other things, a detailed response to The Wall
Street Journal’s repeated claims that the “millionaires’ tax” caused wealthy Marylanders to flee the state. 

Specifically, although the Journal has suggested on numerous occasions that the state’s millionaire population
has shrunk by some 30 percent as a result of the “millionaires’ tax,” the ITEP report contains data (provided upon
request by the state Comptroller’s office) clearly showing the decline in the number of millionaires to be driven
overwhelmingly by reduced incomes.

In all three of these states, New York, Oregon, and Maryland, the claims being made by the anti-tax crowd have
been false at best, and blatantly false at worst. CTJ and ITEP will continue to serve as the go-to organizations for
refuting inaccurate millionaire migration claims. —

CTJ & ITEP Continue to Debunk Millionaire Migration Myths 
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