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PROTECT PEOPLE WITH DISABILITIES
NOT TAX BREAKS FOR MILLIONAIRES

Many elected officials in Washington are consumed with getting a major plan approved to
reduce the federal deficit. While deficit reduction is important over the long-term, after the
economy grows much more robust and produces a large number of jobs again, it should not
come at the expense of people with disabilities.

In this debate, Congress and the President must decide how to pay for deficit reduction. Should
we end the 2001 and 2003 tax cuts to those with the highest incomes and make big
corporations pay their fair share, or should we cut programs that are critical to the
independence and wellbeing of people with disabilities — Medicaid, Social Security,
Supplemental Security Income (SSI), and more? For people with disabilities the choice is clear.

Threats People with Disabilities Face from Congress in the Lame Duck

1) Massive across-the-board budget cuts of $1.2 trillion over 10 years — known as
“sequestration.”” While Medicaid, Social Security, and Supplemental Security Income (SSI)
have so far been spared from across-the-board budget cuts that begin in January, many
other programs that people with disabilities depend on will be hit hard. Included are deep
spending cuts to Social Security administrative costs, which will dramatically delay the
processing of claims; housing for people with disabilities; transportation; home care,
homemaker, and personal care services; health promotion and disease prevention services;
and jobs and community service programs.’

These across-the-board budget cuts are comparable to the revenue that can be generated
by ending the Bush-era tax cuts for income over $250,000 a year. This would generate
about $1 trillion in savings over 10 years.’ Continuing tax cuts for the wealthiest Americans
gives another $160,000 tax break on average to those who make over $1 million a year.” In
recent years, the wealthiest Americans have seen their incomes soar while getting huge tax
breaks. We just can’t afford to keep giving tax cuts to those who need them the least while
millions of Americans with disabilities continue to struggle.

2) A push for $4 trillion in deficit reduction over 10 years — a so-called “grand bargain.”
There is a push in Washington to reduce the federal deficit by $4 trillion over the next 10
years, primarily by cutting government spending. But federal spending was already cut by
$1.5 trillion over 10 years in the first round of deficit reduction negotiated in 2011.> Sixty
percent of the cuts will be in programs important to our families such as education,



housing, employment, family supports, and transportation. That’s before the $1.2 trillion in
across-the-board spending cuts from sequestration.

Without new revenue, any plan to cut $4 trillion in spending likely will result in major
reductions in Medicaid, Medicare, and even Social Security. Below are some proposals to
reduce spending that have been made in House-passed Republican budgets and in some
cases by President Obama:

Medicaid

e Reduce Medicaid funding by changing match to a block gromt.6 House Republicans voted
in 2012 to turn Medicaid into a block grant, reducing payments to states by 34 percent
under a funding plan that would no longer keep pace with health care costs or with
expected Medicaid enrollment growth as the population ages and employer-based
health insurance continues to erode. This would dramatically shift costs to states,
resulting in millions of low-income people with disabilities and others losing coverage or
paying more. Access to home- and community-based support services could be hit hard.

e Change matching rate to a blended rate. Some have proposed “blending” the federal
matching rate for state Medicaid programs. Currently, the federal government matches
state Medicaid spending at a rate determined by state income. A blended rate would
reduce payments to lower income states and shift costs onto these states, causing
millions of low-income people with disabilities and others to lose coverage or lose
access to home- and community-based services.’

e End or reduce provider taxes. The National Commission on Fiscal Responsibility and
Reform (also known as the Bowles-Simpson Commission) proposed the elimination of
provider assessments as a “tax gimmick.” While the system of provider taxes is in need
of reform, states use the additional revenue gathered via provider taxes to provide
important but otherwise unaffordable services, such as vision, dental, and home- and
community-based services. A cut to provider taxes is a cut to health care for people with
disabilities, as the federal match will only be reduced if states respond by cutting these
important services.’?

Social Security

e Lower the cost-of-living adjustment (COLA). The COLA already does not keep pace with
rising medical costs for people with disabilities, but some have proposed to shift to a so-
called “chained CPI,” which is even less generous. It would cut the benefits of an
average earner retiring at 65 in 2011 by $6,000 over 15 years.9 The cost of this benefit
cut is $112 billion over 10 years.10 That’s nearly the $120 billion that would be raised if the
estate tax were increased from its current low level to what it was in 2009, which President
Obama has proposed.11 (Under Obama'’s plan just 3 out of 1,000 estates — 0.25 percent of
estates, or 6,400 estates total — would owe any estate tax."?) If Congress adopts this less-
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generous inflation adjustment for Social Security, it in effect would be providing heiresses
like Paris Hilton with a wealthier retirement rather than protecting the retirement benefits
of millions of low-income seniors.

Medicare

e Cuts to Medicare to pay for the “doctor fix.” The House-passed Republican budget would
allow the 33 percent cut to Medicare reimbursement rates to physicians to occur at the
beginning of 2013. In past debates to avoid these cuts, House Republicans have required
any bill to “fix” the reimbursement rate to be offset by cuts elsewhere in the budget, for
example by means testing Medicare to require higher income people with disabilities to
pay more for their coverage.’®

e Shift Medicare Part B costs onto people with disabilities through higher premiums. Some
proposals include a 30 percent surcharge on Part B premiums for new beneficiaries who
purchase Medigap policies.14

e Raise the Medicare eligibility age from 65 to 67. This would leave people with disabilities
without coverage at one of the most vulnerable times in their lives unless they can find
employment with health coverage, pay for insurance out of pocket, or deplete their
savings to become eligible for Medicaid.™

Other Programs

e (Cutting supports and services to people with disabilities. Non-defense discretionary
funding could shrink by $800 billion over 10 years, drastically cutting services and
supports under the Developmental Disabilities Act, Individuals with Disabilities
Education Act (IDEA), and Money Follows the Person Rebalancing Demonstration Act,
and many other landmark laws that provide protection and advocacy, early
intervention, special education, and community-based long-term social services and
supports for people with disabilities.*®

e Eliminate the eligibility for millions of low-income Americans to qualify for SNAP. This
could push up to 8 million low-income Americans, including many people with
disabilities, off of Food Stamps.17

People with disabilities have already contributed a great deal toward deficit reduction. If we
are to reduce the deficit, we cannot just cut our way out of this problem. If Congress wants
more deficit reduction — or additional investments in jobs and services to rebuild our economy
—then it needs to raise more revenues by asking higher income individuals and big corporations
pay their fair share of taxes. President Obama has proposed $1.6 trillion in new revenue over
the next 10 years, virtually all of which would come from the wealthiest Americans and from
corporations.
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The Revenue Crisis

Federal revenue as a share of the economy has averaged about 15 percent in the past five
years, nearly 5 percentage points below where it was from 1998-2001, the last time the federal
budget was balanced.'® As baby-boom retirements accelerate, there will be a need for even
more federal revenue to make sure that seniors and people with disabilities can live in the
community as independently and productively as possible.

Wealth at the top has soared in recent years as the income of the middle class has stagnated.
The richest 1 percent holds 35 percent of the nation’s wealth, and the bottom 90 percent owns
just 23 percent.” Yet, the average federal tax rate for the top 1 percent of households declined
from 35.1 percent to 28.9 percent between 1979 and 2009.?° We cannot afford to keep giving
tax cuts to those who need them the least.

Corporate America’s contribution to federal revenue has plummeted by 75 percent in the last
60 years, from 30 percent to 8 percent® while its profits have soared. This puts a much bigger
burden on individual taxpayers.

A guiding principle of tax reform should be to raise more revenues from big corporations by
closing loopholes, especially those that give tax breaks to companies that ship U.S. jobs
overseas and that make it easy for companies to shift profits overseas to tax havens, thereby
avoiding U.S. taxes.

Asking the wealthiest Americans and big corporations to pay their fair share of taxes is not
controversial. Typically, by a 2 to 1 margin the public supports ending the Bush tax cuts for the
richest 2 percent. By a wider margin they support closing corporate loopholes to raise
significant revenues. Even strong majorities of small business owners favor raising income taxes
on those who make more than $250,000 a year and on big corporations in order to level the
playing field as small companies can take advantage of many fewer tax loopholes.

To get our nation back on track we need everyone to do their part. Ending the Bush tax cuts for
the richest 2 percent and closing corporate tax loopholes are good first steps.

Americans for Tax Fairness has prepared a set of options (see below) for raising additional
revenue beyond the $1 trillion that would be raised from ending the Bush tax cuts for the
richest 2 percent.

FIVE OPTIONS FOR RAISING MORE REVENUES OVER 10 YEARS

End Special Low Tax Rates for Income from Stocks and Other Assets: $533 Billion
Increase Income Tax Rates Paid by Millionaires and Billionaires: $450-800 Billion
Restore a Robust Estate Tax (above the 2009 level): $135-253 Billion

End Tax Breaks for Shifting Jobs and Corporate Profits Offshore: $168-583 Billion
Establish a Small Financial Transaction Tax on Wall Street Trading: $353 Billion (9 Years)
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