
At tax time, some
sobering perspective
about the federal
income tax

By DONMcINTOSH
Associate Editor

TaxDay,April 15, is around the cor-
ner, and 2010 is special: It’s the year
the Bush tax cuts expire.

If you had a sneaking suspicion that
America’s wealthiest pay a lot less than
they used to, you’d be right. From 1951
to 1964, the time in America’s history
with the biggest gains in prosperity and
the broadest equality of incomes, the
richest taxpayers paid a federal income
tax rate of 91 percent on income above
$200,000. Today, the top federal in-
come rate is 35 percent (down from
39.5 percent before the Bush tax cuts.)

But that’s just on regular income.
After deductions and credits, a typical
working person filing singly will pay a
federal tax rate of 25 percent on the in-
come over $34,000 they earned from a
hard year’s work. But the richestAmer-
icans get most of their income from
capital gains, which are taxed at 15 per-
cent for assets held longer than a year
(down from 20 percent before the Bush
tax cuts.) Capital gains are profits from
the sale of stocks, bonds, or real estate.
[The 15 percent tax rate is only for the
high-rollers; when you sell stock as

part of taking a distribution from your
401(k), you’ll pay at the ordinary in-
come tax rate.]

Supporters of the disparity say that a
lower tax rate on capital gains encour-
ages productive investments; critics say
it encourages speculation in the stock
market. The lower rate on capital gains
also means the rich are taxed at a lower
rate than the non-rich. IRS data from
2007 show that the top 400 richest tax-
payers in America, averaging $344.8
million in income, paid less than 17
percent of their income in federal in-
come tax.

All this becomes very important as
public anxiety increases over the fed-
eral budget deficit. The deficit last year
was $1.4 trillion. That’s quite a change
from the late Clinton years, when the
federal budget was in surplus. [Surplus
means the government was collecting
more than it spent, and paying down
the debt.]Why the difference? The late
’90s was a boom time, or more prop-
erly a bubble time, with lots of capital
gains to tax. By contrast, today’s fed-
eral budget is beset by a bitter reces-
sion, two wars, three major tax cuts, an
expensive new Medicare prescription
drug benefit, and stimulus and bailout
spending.

An analysis by the non-profit think
tank Center of Budget and Policy Pri-
orities quantified the contributors to last
year’s deficit: $418 billion because of
the recession, $364 billion because of
the Bush tax cuts, $245 billion from the
financial bailouts, $200 billion from
stimulusmeasures, and $178 billion for
the wars.

Deficit spending means the U.S.
government is going deeper into debt,
borrowing money from individuals,
pension funds, and the Chinese gov-
ernment — anyone who buys debt in-
struments from the U.S. Treasury. Total
debt now stands at over $12.4 trillion,
over $40,000 per citizen, and in the
most recent fiscal year, $383 billion of

federal revenues went to pay interest on
that debt. The interest rate on that debt
is up to around 3.5 percent, low by his-
torical standards; if interest goes up,
servicing the debt would take up a big-
ger chunk of the federal budget. So,
tackling the deficit — short and long
term— is going to be crucial.

Returning the tax rate on top in-
comes to what it was in the Eisenhower
era would go a long way to eliminate
the deficit. Congress shows little ap-
petite for that, and instead mostly
moves in the opposite direction, con-
tinuing to pass new tax cuts.

RebeccaWilkins, senior counsel for
federal tax policy at Citizens for Tax
Justice, was surprised whenDemocrats
did nothing to reverse the Bush tax cuts
after Barack Obama took up residence
in the White House, despite a promise
to do that during his 2008 campaign.

“I was dismayed. I kind of thought
they would come in February and do it
as soon as they got here. But it was a
recession. Everybody thought it wasn’t
a good time for a tax increase.”

The Bush tax cuts— the Economic
Growth and Tax Relief Reconciliation
Act of 2001 and the Jobs and Growth
Tax Relief Reconciliation Act of 2003
— lowered the tax rates for all federal
income taxpayers, but the biggest sav-
ings went to the highest-income tax-
payers.

President Obama is now proposing
to extend the Bush tax cuts for those
earning over $250,000, but let them ex-
pire Jan. 1, 2011 for the top 1 or 2 per-
cent of taxpayers, returning them to the
rates in effect in 2000 — up to 39.6
percent on ordinary income, and 20
percent on capital gains income.

“We’re part of a tax education coali-
tion that just did a bunch of polling,”
says Wilkins. “Increasing taxes on
wealthier folks polled very well.”
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AUTOMOTIVE

Three factory fender flares for 2005 Chevy
Silverado, short wide extra cab, silver birch
metallic, $250. 503-454-0614
9 FRAM OIL FILTERS ph-13, nib, fits sm-
big block Chev other GM, 4 qts 10-40
Valvoline, $20. 360-213-9540
’78 MERCURY COUGAR Brougham,
351,V8, air, new tires, yelloww/brown vinyl
top/interior, 49,966 miles, $2,500. 503-
693-7526 or (503) 359-7526
ANTIQUE 1917 Model T touring car, in-
cluding leather side windows, $12,000.
503-222-7419

HOUSING

LONG BEACH, WA, 1 acre, 2 bdrm,
house w/ loft, comp rm, 2 bath, large shop
w/ bathrm, $249,000. 360-665-6471
LINCOLN CITY vacation rental, 3 bdrm, 2
bath, $90/night, sleeps 8, 2 blocks to
beach, 4 blocks to casino. 503-804-7976
ROCKAWAY BEACH house, 3 bdrm, 2
bath, sleeps 10, Jacuzzi tub, all amenities.
1-503-355-2136 or 503 709-6018
COUNTRY HOME, 1 acre, Tangent,
28x60MF home, 30x40 shop, for more in-
formation call 541-926-6643.
ROCKAWAY ocean front 503 777-5076
http://home.comcast.net/~rockaway.beach
5 bdrms, 2 bath, Best rental on the coast!

WANTED

ELECTRONIC PINBALL machines, call
503-592-0641with what you have or email
ultrapinball@gmail.com

JUNK CARS, removal of unwanted cars
and pickups. 503-314-8600
BANDSAW21” to 24”, 3 to 5 HP to re-saw
lumber;18” to 24” drum sander, 20” planer.
503-631-3564
MOTORCYCLES, scooters, quads, VWs,
running or not, cash paid. 503-880 8183
OLDWOODWORKING tools, planes, lev-
els, chisels, handsaws, slicks, adzes,
wrenches, folding rulers, leather tools, tool
chests. 503-659-0009
COLLECTORPAYS cash for older toys, oil
paintings, art, pottery, and unique items.
503-653-1506
WWII andWWI German, Japanese & US
military items, guns, swords, uniforms,
medals, helmets, etc. 503-852-6791

SPORTING GOODS

TRAVELTRAILER, 2007 32’Forest River,
NW package, like new, slide out, awning,
too much to list, must see. 503-881-2595
2003WINNEBAGOADVENTURER, 33 ft,
30k miles, Triton V10, 2 slides, ex condi-
tion. 503-285-8691
BROWNING BAR 300 win m89 Safari II,
3x9x40 Nikon scope, $750.503-454-0614
BUSHNELL ELITE 3200 rifle scope, 2x7,
matte black, never used, $150. 503-493-
7413 (Mark)

FOR THE HOME

QUEEN SIZE waterbed frame, 6 drawers,
liner, heater, rail pads, no headboard. $30
360-213-9540
LEATHER COUCH, cocoa, $595; with re-
cliner $795. 503-784-8326.

MISCELLANEOUS

SPECIALTYWHEELCHAIR, lightweight &
very comfortable, has Jay 2 seat cushion,
$425. 503-255-9315
CRATE TUBE AMP, model TU120, $120
obo. 503-760-8696
JOINTERDELTA 6”x 56, #DJ15 SN 7023,
single phase, like new, $625. 503 643-
6897 (Dale)
MEN’S BOOTS, motorcycle style, TUKII
Gladiator #m3095, 8M, never worn, retail
$100+, $50. 503 568-6159
ROTOTILLER, ARIENS 8HP, runs good,
$500 OBO. 503 760-2545
ELECTRIC WHEELCHAIR, three-wheel
scooter, Fortress 2000FS, battery charger
included, $395. 503-255-9315

www.marcoconsulting.com

Midwest Office

550WWashington Blvd

Ninth Floor

Chicago, IL 60661

p: 312-575-9000

F: 312-575-9840

Please call Jason Zenk at 253-376-3391

The Marco Consulting Group

INVESTMENT CONSULTANTS TO

MULTI-EMPLOYER BENEFIT FUNDS

East Coast Office

1220 Adams St

First Floor

Boston, MA 02124

p: 617-298-0967

F: 617-298-0966

HELP WANTED

Dental assistant for NEW Sunrise Lake Oswego

office. Must be EFDA certified with minimum

2 years experience. Proficient in temporaries,

ordering and general dentistry, including oral

surgery. Salary negotiable.

Fax resumes to: 503.675.7272

Wealthy will pay more if Bush tax
cuts expire in 2010 as scheduled

HOUSE FOR SALE

3 bedrm, 2 bth, basement (full bath),

garage, fenced. SE $199-Grady, Broker,

RE/MAX, 503-495-4932.

Use the Tax Credit!
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