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Tax Increases Must Be Part of the Solution to Deficits 

The United States is one of the least taxed countries in the world and, as a result, has trouble paying for basic
public investments that would make our country and society stronger.  Further lowering tax rates when the

deficit is already exhausting our limited revenues would be a disaster. But right now, that is precisely what many
newly elected lawmakers in Washington aim to do.

In fact, the budget plan introduced by House Budget Committee Chairman Paul Ryan, and approved by the
Republicans in the House of Representatives, would reduce tax revenue, repeal the recent health reform act that
extends health coverage to 34 million Americans, end Medicare as we know it, and shrink government to a level
that would be unrecognizable to Americans today. A CTJ calculation cited in a recent Senate floor debate
concluded that the Ryan plan would cut taxes for millionaires by at least $192,500 in 2013 alone. 

As of this writing, the Obama administration has not sufficiently educated the public about how the GOP vision
of the future deviates wildly from the values of most Americans, but has instead negotiated behind closed doors
with Republican leaders. To be sure, negotiations are necessary because Republican leaders have threatened to
allow the United States to default on its debt obligations if they do not get their way, and such a default could
destroy the creditworthiness of the federal government and send the economy into a tailspin. 

But no matter what agreement is hammered out this summer to increase the federal debt ceiling, the debate over
the budget deficit will continue for months and probably years, and that debate will never be resolved until
leaders of both parties recognize that we need more revenue to fund vital public investments. This means that
corporations and individuals must both pay more in taxes than they do today.

Corporations Must Contribute More

A report released in June by CTJ found that twelve major corporations had combined profits in the U.S. of $171
billion over the last three years, but their combined corporate income taxes over those years were negative: –
$2.5 billion. That’s an average corporate income tax of negative 1.5 percent over three years. 

All but two of the dozen companies enjoyed at least
one no-tax year over the 2008-10 period, despite
reporting substantial pretax U.S. profits in those
no-tax years. Eight of the twelve companies reported
net tax benefits (checks paid to them from the IRS)
over the full three-year period.

Continued on page 2.
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The most alarming is General Electric. Over the 2008-10 period, GE enjoyed $4.7 billion in tax benefits on top
of its $7.7 billion in pretax U.S. profits. Not a single one of the companies paid anything close to the 35 percent
statutory tax rate. In fact, the “highest tax” company on our list, Exxon Mobil, paid an effective three-year tax
rate of only 14.2 percent.

The report, which CTJ will follow up in the coming months with a comprehensive study covering many more
corporations, attracted considerable attention in the media, and was cited by lawmakers during a House Ways
and Means Committee hearing on corporate tax issues.

The report also demonstrates why corporate tax reform must be a part of deficit reduction.  In May, CTJ collected
signatures from 250 labor unions, consumer groups, and other public interest organizations, including
organizations in every state, on a letter to members of Congress calling for a corporate tax reform that raises
revenue to address the deficit and fund public investments. This was a rebuke to the Obama administration,
which has stated its preference for a corporate tax reform that is “revenue-neutral,” meaning it would close
corporate tax loopholes but use all of the revenue saved to pay for a reduction in the corporate income tax rate. 

The letter argues that “most, if not all, of the revenue saved from eliminating corporate tax subsidies should go
towards deficit reduction and towards creating the healthy, educated workforce and sound infrastructure that
will make our nation more competitive.”

The letter also explains that even the Bush administration found that the average effective tax rate for U.S.
corporations is not particularly high. A 2007 report from the Treasury Department found that the share of profits
paid by U.S. corporations was below the average paid by corporations of other OECD countries. 

Twelve Corporations: Their U.S. Pretax Profits and Their Federal Income Taxes, 2008–2010

$-millions 2010 2009 2008 3 year totals

Company US Profit FedTax FedRate US Profit FedTax FedRate US Profit FedTax FedRate US Profit FedTax FedRate

General Electric 5,079 –3,253 –64.0% –305 –833 nm 2,948 –651 –22.1% 7,722 –4,737 –61.3%

American Electric Power 1,869 –134 –7.2% 2,014 –575 –28.6% 2,016 164 8.1% 5,899 –545 –9.2%

Dupont 949 –109 –11.5% 180 23 12.8% 995 14 1.4% 2,124 –72 –3.4%

Verizon Communications 11,963 –705 –5.9% 12,261 –611 –5.0% 8,294 365 4.4% 32,518 –951 –2.9%

Boeing 4,450 –3 –0.1% 1,494 –136 –9.1% 3,791 –39 –1.0% 9,735 –178 –1.8%

Wells Fargo 16,486 1,345 8.2% 21,797 –3,967 –18.2% 11,087 1,941 17.5% 49,370 –681 –1.4%

FedEx not available yet* 2,138 15 0.7% 885 –38 –4.3% 3,023 –23 –0.8%

Honeywell International 1,243 –482 –38.7% 1,723 –28 –1.6% 1,937 476 24.6% 4,903 –34 –0.7%

IBM 8,861 190 2.1% 9,404 473 5.0% 8,208 338 4.1% 26,473 1,001 3.8%

Yahoo 855 –82 –9.6% 354 102 28.8% 453 125 27.5% 1,663 145 8.7%

United Technologies 2,543 44 1.7% 2,539 198 7.8% 2,854 550 19.3% 7,935 791 10.0%

Exxon Mobil 7,419 992 13.4% 2,490 –954 –38.3% 9,745 2,744 28.2% 19,655 2,783 14.2%

These 12 companies 61,719 –2,196 –3.6% 56,090 –6,293 –11.2% 53,213 5,989 11.3% 171,021 –2,500 –1.5%

NOTES: Negative taxes and rates reflect tax benefits received rather than taxes paid. “nm” = not meaningful.

*FedEx’s fiscal year ends 5/31. Its 10-K for June 1, 2010 to May 31, 2011 will be filed in mid-July of 2011.
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CTJ has made the case for revenue-positive corporate tax reform in other recent reports, in its Congressional
lobbying efforts, and in its outreach through the media, including a March 30 op-ed in USA Today which directly
addresses the claims made by corporate lobbyists. The op-ed explains:

“Corporate leaders say a low corporate tax rate will make America competitive. They’re wrong. The
evidence shows that our competitiveness depends on sound infrastructure, education and other public
investments that are not possible if corporations that benefit from them don’t pay enough in taxes.”

Individuals Must Contribute More

It is even more important that individuals pay more than they do today because the personal income tax is a
larger source of revenue than the corporate income tax. The very first step for members of Congress is to stop
digging the fiscal hole even deeper by enacting new tax cuts. Unfortunately, Congressional Republicans and many
Democrats want to make permanent the Bush tax cuts before they expire at the end of 2012. A brief from CTJ
explains that this would cost $5.5 trillion over a decade and would nearly double the budget deficit. 

CTJ has also published a set of fact sheets
illustrating how taxpayers at different income
levels would be affected in each state in 2013
if the tax cuts are extended again. Nationally,
47 percent of the benefits of another tax cut
extension in 2013 would go to the richest 5
percent of taxpayers. The richest one percent
in particular would benefit enormously, with
an average tax cut of $68,000 in 2013 alone.
Only 13 percent of the benefits would go to
the bottom 60 percent, who would receive an
average tax cut of just $487 in 2013.

CTJ’s state-by-state fact sheets were published
on June 7, the tenth anniversary of the first tax
cut signed into law by President George W.
Bush. Several more tax cuts were enacted during the Bush administration and, late last year, President Obama
made the disastrous decision to extend them for another two years, through 2012.

Of course, this was not President Obama’s original plan. He campaigned on a pledge to extend the tax cuts only
for the first $200,000 of a taxpayer’s adjusted gross income (or the first $250,000 of a married couple’s adjusted
gross income).

It’s likely that President Obama will push this proposal again, but it really is too costly because it would extend
far too much of the Bush tax cuts. According to the Joint Committee on Taxation (the non-partisan revenue-
estimator for Congress), in 2011, Obama’s plan to extend the income tax cuts for adjusted gross income (AGI)
up to $200,000/$250,000 would have cost $202.3 billion. The Republicans’ proposal to extend all the income tax
cuts would have cost $238.9 billion, a difference of $36.6 billion. The extensions of the estate tax cuts proposed

Income Average Average Share of Avg Tax Cut as

Group Income Tax Cut Tax Cuts % of Income

Lowest 20% $ 13,972 $ –125 1.1% 0.9%
Second 20% 28,157 –516 4.7% 1.8%
Middle 20% 45,225 –819 7.5% 1.8%
Fourth 20% 74,252 –1,540 14.2% 2.1%
Next 15% 128,389 –3,656 25.2% 2.8%
Next 4% 275,151 –8,613 15.8% 3.1%
Top 1% 1,472,933 –68,079 31.3% 4.6%
ALL $ 76,142 $ –2,144 100.0% 2.8%
ADDENDUM:

Top 5% $ 514,786 $ –20,510 47.2% 4.0%
Bottom 60% $ 29,119 $ –487 13.4% 1.7%

Impact of Extending Bush Tax Cuts in 2013 in the U.S. 
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by both parties would add billions more to the cost. In other words, the President’s proposal is less irresponsible
than the Republican proposal, but it’s not exactly an exercise in fiscal prudence. 

Perhaps the most surprising part of this story is the spate of articles in The New York Times, the Fiscal Times and
other outlets that quote observers and analyses questioning President Obama’s proposal to allow the Bush
income tax cuts to expire for adjusted gross income (AGI) in excess of $200,000/$250,000. One theme of these
articles is that in some parts of the country, $250,000 is really not very much to raise a family on and it’s unclear
whether families in such a position can afford to pay higher taxes.
 
CTJ published a report in May explaining why this thinking is absurd. It cites figures from the Joint Committee
on Taxation showing that 84 percent of the revenue savings from Obama’s plan would come from taxpayers with
AGI in excess of $1 million. Only 16 percent would come from those with AGI between the $200,000/$250,000
threshold and $1 million. (No one with AGI under $200,000/$250,000 would lose any part of their Bush tax cuts). 

Many people are under the impression that if they make exactly $250,000 or one dollar above that amount, they
would suddenly lose all of their Bush tax cuts under Obama’s plan. This, of course, is not how the proposal works. 

A married couple with adjusted gross income of $250,001 would pay higher taxes on at most one dollar, and face
a tax hike of only 3 cents at most. But even that tiny tax hike would be extremely rare, since almost all couples
at that income level itemize deductions, which reduces their taxable income. Typically, couples would have to
make more than $295,000 before they lost any of their Bush income tax cuts.

In fact, married taxpayers with incomes between $250,000 and $300,000 would lose just one percent of their
Bush income tax cuts, on average, under President Obama’s plan, if it was enacted this year.

The CTJ report goes on to explain that only the best-off 2.6 percent of taxpayers will have adjusted gross income
exceeding $200,000/$250,000 in 2013, and Congress should target this group for more tax increases.

Increasing Taxes Is Not Just About Higher Tax Rates

There are other ways Congress can increase tax revenue besides just raising tax rates on individuals and
corporations. Congress needs to focus on reducing or eliminating tax expenditures, which are subsidies and
spending provided through the tax code. 

CTJ has pointed out for years that a tax break targeting a certain type of company or individual and linked to a
particular activity has the same cost and fiscal impact as a payment made directly from the federal government
to subsidize the particular activity. In theory, Republicans who want less interference in the economy and
Democrats who want to increase government revenue should be able to agree to reduce or eliminate the
subsidies paid through the tax code. 

Many tax expenditures serve a legitimate purpose. But many, particularly tax expenditures for business and
investment, tend to reward the rich without fulfilling their alleged purposes of helping the economy. 
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In his recent testimony before the Senate
Budget Committee, CTJ director Robert
McIntyre explained that tax subsidies for
business and investment will total $365 billion
in 2011 alone. This includes tax subsidies in
the corporate income tax and the personal
income tax.

He also explained that the last tax reform
enacted by Congress to scale back many of
these business and investment tax subsidies, in
1986, was followed by several years of
increased investment. Clearly the functioning
of the economy did not depend on tax breaks
for wealthy investors and business owners. 

Lawmakers should take this lesson to heart
today, when they must choose between
curtailing tax expenditures for the wealthy
investor class or cutting public investments
that working families rely on. —

In March, newspapers across the country ran an op-ed written by CTJ director Robert McIntyre in response to
claims by presidential candidate Newt Gingrich that he had succeeded in balancing the federal budget during his
tenure as House Speaker. McIntyre writes:

“... Now comes former House Speaker Newt Gingrich, the much-criticized GOP leader at the time, to try
to rewrite history. In a Feb. 27 article in the Washington Post, Gingrich argues (a) that Republicans did not
cause the government shutdown and (b) that the shutdown was a brilliant tactical move by Republicans.
The shutdown, he says, led inexorably to the 1997 “Balanced Budget Act,” which he claims produced the
federal budget surpluses we enjoyed from fiscal 1998 to 2001.

Gingrich’s insistence that he deserves none of the blame, but all of the (supposed) credit for the 1995
government shutdown is humorous, and I thank him for the laugh. Not so funny is Gingrich’s cockamamie
theory that the so-called 1997 “Balanced Budget Act” and its companion bill, the “Taxpayer Relief Act,”
led to the budget surpluses that began in 1998. That’s demonstrably wrong.

For starters, Gingrich and the other authors of the 1997 legislation never purported to have a plan to
achieve a balanced budget in 1998 ...”

The op-ed is posted in its entirety at www.ctj.org. — 

Treasury’s official (but incomplete) list of tax subsidies for
C corporations, business owners & business investors
in fiscal 2011 ($-billion)

C corporation tax subsidies (corporate income tax) $ 159.2
Tax subsidies for business owners & business investors 
(personal income tax)

205.4

Total $ 364.5

Notable items
Corporate 
Inc. Tax

Personal 
Inc. Tax

Total

Subsidies for foreign activities & offshore profit-shifting $ 49.5 $   — $ 49.5
Accelerated depreciation and expensing of equipment 34.1 45.6 79.7
Energy subsidies (business) 17.7 0.8 18.5
Subsidies for “research and experimentation” 14.0 0.5 14.4
Domestic production deduction 10.5 3.3 13.8
Subsidies for business investors (non-industry specific) — 132.3 132.3
All other business tax subsidies 33.4 22.9 56.3

Total $ 159.2 $ 205.4 $ 364.5

Note: Figures include the effects of the biggest subsidies extended in the Dec. 2010 agreement.

Presidential Candidates: Newt Gingrich
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In early June, former Minnesota governor and GOP presidential candidate Tim Pawlenty released his proposed
tax plan, including a personal income tax with just two rates, 10 percent and 25 percent. His plan would make
interest, capital gains and corporate stock dividends tax-free, an enormous boon for wealthy investors. Finally,
he would eliminate the federal estate tax and reduce the corporate income tax rate from 35 percent to 15
percent. 

CTJ published a report the next day explaining that the Pawlenty plan would cut taxes for the richest 400
taxpayers by at least 73 percent and would cut taxes for millionaires generally by at least 41 percent. 

Richest 400 Taxpayers Would Enjoy Personal Income Tax Cuts of 73 Percent
Even under current law, the richest 400 paid an effective personal income tax rate in 2008 of only 17.8 percent
according to the most recent data from the IRS. If Pawlenty’s plan had been in effect in 2008, the effective tax
rate for the richest 400 would have been only 4.7 percent — a 73 percent reduction. The richest 400 taxpayers
would have paid $35.9 million less, on average, if Pawlenty’s plan had been in effect in 2008. 

One reason is that 72 percent of the income of the richest 400 comes from capital gains, interest and stock
dividends, which would be exempt from personal income taxes under Pawlenty’s plan. Another reason is that the
very rich would change any businesses that currently are taxed under the personal income tax into a “C
corporation” (the type of business that pays the corporate income tax) to enjoy the 15 percent corporate rate
under Pawlenty’s plan.

Millionaires In General Would Enjoy Personal Income Cuts of at Least 41 Percent 
Our calculations assume that Pawlenty’s plan would eliminate all itemized deductions and tax credits, and even
under these assumptions we find that in 2013, taxpayers with incomes in excess of $1 million would enjoy an
average cut in personal income taxes of $288,800, a 41 percent cut. The cost of the personal income tax cuts just
for those taxpayers with incomes in excess of $1 million would be $141.8 billion in 2013.

But That’s Not All the Tax Cuts the Wealthy Would Get From Pawlenty’s Tax Plan
In addition to these personal income tax cuts, under Pawlenty’s plan millionaires would also enjoy the repeal of
the estate tax (which only affects families who
transfer several million dollars worth of assets
at death), and a reduction in the corporate
income tax rate from 35 percent to only 15
percent. 

The corporate rate reduction would primarily
benefit corporate shareholders by increasing
stock dividends paid and capital gains on those
stocks. (Neither dividends nor capital gains
would be subject to the personal income tax.)
Corporate stock ownership is heavily
concentrated among high-income people. —

Presidential Candidates: Tim Pawlenty

Income Average Average Percent
Group Income Tax Change Tax Change

in Dollars

$1 million — $5 million $ 1,854,800 $ –168,200 –39%
$5 million — $10 million $ 6,830,900 $ –687,000 –42%
$10 million and over $ 24,190,900 $ –2,402,100 –46%
All over $1 million $ 3,047,100 $ –288,800 –41%

Citizens for Tax Justice, June 2011

Compared to current law baseline for 2013

Impact of Pawlenty Personal Income Tax Proposals on Millionaires 
in 2013 Assuming All Itemized Deductions and Credits Are Repealed 
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From Anne Singer, Communications Director
Dear Friends,

I’ve been working with CTJ & ITEP since May, and I’m happy to have this opportunity to introduce myself!  I’ve been doing public
interest communications in Washington DC for many years, often with groups who advocate on specific issues, like the
environment, women’s issues, even taxes, using research to get their message out. The idea is to generate new information
about a timely topic and pitch reporters to write about it. In this line of work, however, I’ve learned it’s hard to produce information
— a new report, fact sheet, poll, etc. — that journalists will trust and run with. 

CTJ and ITEP  create information that reporters trust. I’ve witnessed many debates among the team here, and have been truly
impressed by the thoroughness and seriousness with which they do their work. Credibility is a priceless commodity in the media
marketplace, and I’m excited to be working for a group that’s got it. 

When I first applied for this position, I had a feeling that this research was about to become particularly important to both politics
and policy. The budget crisis the U.S. faces is forcing a national conversation about our priorities; the upcoming campaign
season means a lot more people will be engaged. And the outcome of this crisis is going to depend on how we answer the
question: how much of the problem is spending, and how much is revenue?

People who study the news media sometimes describe it as a proxy for public opinion: if you’ve persuaded the journalists, you’re
on your way to persuading the public. We’ve had a couple of recent successes that make me optimistic about making a real dent
in public opinion.

For example, CTJ recently released a Corporate Tax Rate Mini-Study to preview its upcoming report on the effective tax rates
of major corporations. This mini version, featuring only 12 corporations, made quite a splash in the news and around the web.

The Wall Street Journal wrote, “While Congress duels over whether U.S. companies should pay more in taxes, a pair of reports
provided fodder for each side of the debate this week,” and put our analysis up next to one from Standard and Poor’s. In The
New York Times, columnist Charles Blow cited our finding that 12 corporations paid an average negative 1.5 percent tax rate in
recent years as evidence that tax cutting is not the cure for an ailing economy.

Bloomberg and Reuters, two major newswires, wrote stories that ran in dozens of small and large newspapers across the
country, and in literally hundreds of online news outlets and blogs. Reuters even created one of their signature Factboxes about
the study — a status reserved for only the most credible sources.

In another example, when Minnesota Governor and GOP presidential candidate, Tim Pawlenty, put out his tax proposal, he
provided just enough detail for us to project that it would, among other things, cut taxes for the 400 wealthiest Americans by a
whopping 73 percent.

A columnist at Forbes noted our finding that Pawlenty’s plan would give all millionaires an average 41 percent cut, and called that
“offensive.” The Colbert Report featured a graphic of our report, highlighting our discovery that Pawlenty would put an extra $2.4
million a year in the pockets of people earning upwards of $10 million. 

Our analyses of state policies are also finding their way into editorials in states like Pennsylvania, Rhode Island, Oregon and
Kentucky.  We’ll keep updating the In-The-News section of our websites, and I encourage everyone to go to www.ctj.org to see
our media coverage and sign up for the weekly e-mails about state and federal tax policy. Above all, though, I want to thank you
for your continued support of these amazing organizations. I’m excited to be helping promote this important work!

Anne Singer
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