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Stop Coddling the Super-Rich 
By	  WARREN	  E.	  BUFFETT	  
Omaha	  	  

OUR leaders have asked for “shared sacrifice.” But when they did the asking, they spared me. I 
checked with my mega-rich friends to learn what pain they were expecting. They, too, were left 
untouched.  



While the poor and middle class fight for us in Afghanistan, and while 
most Americans struggle to make ends meet, we mega-rich continue 
to get our extraordinary tax breaks. Some of us are investment 
managers who earn billions from our daily labors but are allowed to 
classify our income as “carried interest,” thereby getting a bargain 15 
percent tax rate. Others own stock index futures for 10 minutes and 
have 60 percent of their gain taxed at 15 percent, as if they’d been 
long-term investors.  

These and other blessings are showered upon us by legislators in Washington who feel compelled to 
protect us, much as if we were spotted owls or some other endangered species. It’s nice to have friends 
in high places.  

Last year my federal tax bill — the income tax I paid, as well as payroll taxes paid by me and on my 
behalf — was $6,938,744. That sounds like a lot of money. But what I paid was only 17.4 percent of 
my taxable income — and that’s actually a lower percentage than was paid by any of the other 20 
people in our office. Their tax burdens ranged from 33 percent to 41 percent and averaged 36 percent. 

If you make money with money, as some of my super-rich friends do, your percentage may be a bit 
lower than mine. But if you earn money from a job, your percentage will surely exceed mine — most 
likely by a lot.  

To understand why, you need to examine the sources of government revenue. Last year about 80 
percent of these revenues came from personal income taxes and payroll taxes. The mega-rich pay 
income taxes at a rate of 15 percent on most of their earnings but pay practically nothing in payroll 
taxes. It’s a different story for the middle class: typically, they fall into the 15 percent and 25 percent 
income tax brackets, and then are hit with heavy payroll taxes to boot.  

Back in the 1980s and 1990s, tax rates for the rich were far higher, and my percentage rate was in the 
middle of the pack. According to a theory I sometimes hear, I should have thrown a fit and refused to 
invest because of the elevated tax rates on capital gains and dividends.  

I didn’t refuse, nor did others. I have worked with investors for 60 years and I have yet to see anyone 
— not even when capital gains rates were 39.9 percent in 1976-77 — shy away from a sensible 
investment because of the tax rate on the potential gain. People invest to make money, and potential 
taxes have never scared them off. And to those who argue that higher rates hurt job creation, I would 
note that a net of nearly 40 million jobs were added between 1980 and 2000. You know what’s 
happened since then: lower tax rates and far lower job creation.  

Since 1992, the I.R.S. has compiled data from the returns of the 400 Americans reporting the largest 
income. In 1992, the top 400 had aggregate taxable income of $16.9 billion and paid federal taxes of 
29.2 percent on that sum. In 2008, the aggregate income of the highest 400 had soared to $90.9 billion 
— a staggering $227.4 million on average — but the rate paid had fallen to 21.5 percent.  

The taxes I refer to here include only federal income tax, but you can be sure that any payroll tax for 
the 400 was inconsequential compared to income. In fact, 88 of the 400 in 2008 reported no wages at 
all, though every one of them reported capital gains. Some of my brethren may shun work but they all 
like to invest. (I can relate to that.)  

Kelly	  Blair	  



I know well many of the mega-rich and, by and large, they are very decent people. They love America 
and appreciate the opportunity this country has given them. Many have joined the Giving Pledge, 
promising to give most of their wealth to philanthropy. Most wouldn’t mind being told to pay more in 
taxes as well, particularly when so many of their fellow citizens are truly suffering.  

Twelve members of Congress will soon take on the crucial job of rearranging our country’s finances. 
They’ve been instructed to devise a plan that reduces the 10-year deficit by at least $1.5 trillion. It’s 
vital, however, that they achieve far more than that. Americans are rapidly losing faith in the ability of 
Congress to deal with our country’s fiscal problems. Only action that is immediate, real and very 
substantial will prevent that doubt from morphing into hopelessness. That feeling can create its own 
reality.  

Job one for the 12 is to pare down some future promises that even a rich America can’t fulfill. Big 
money must be saved here. The 12 should then turn to the issue of revenues. I would leave rates for 
99.7 percent of taxpayers unchanged and continue the current 2-percentage-point reduction in the 
employee contribution to the payroll tax. This cut helps the poor and the middle class, who need every 
break they can get.  

But for those making more than $1 million — there were 236,883 such households in 2009 — I would 
raise rates immediately on taxable income in excess of $1 million, including, of course, dividends and 
capital gains. And for those who make $10 million or more — there were 8,274 in 2009 — I would 
suggest an additional increase in rate.  

My friends and I have been coddled long enough by a billionaire-friendly Congress. It’s time for our 
government to get serious about shared sacrifice.  

Warren E. Buffett is the chairman and chief executive of Berkshire Hathaway. 

If Warren Buffett Isn't Paying the Corporate 
Income Tax Then We Should Abolish the 
Corporate Income Tax 



Coming back to Warren Buffett‘s plea that the IRS should take more of his money from him. I’m 
prompted by Felix Salmon trying to take me to the woodshed over my earlier post on the subject. 

Let’s leave aside any discussion of rates, dividends, earnings, and look instead purely at what theory 
tells us about the corporate income tax. Most importantly, who actually pays the corporate income tax? 
No, not in the sense of who hands over the check, we know that, that’s the corporation. However, 
we’ve also known since 1899 (yes, this point really is 112 years old and counting) that the incidence of 
a tax isn’t the same as who actually hands over the check. 

As a theoretical matter, it has long been understood that it is nonsensical to say that businesses bear tax 
burdens (see, for example, Seligman 1899). The burdens created by business taxes must be borne by 
individuals, including shareholders and other owners in the form of reduced after-tax returns, workers 
in the form of lower wages, and customers in the form of higher prices. 

Atkinson and Stiglitz (1980) drew attention to the possibility that using Harberger’s (1962) celebrated 
tax incidence model, corporate income tax burdens might be borne more than 100% by workers, 
whose wages could fall so much in response to the reallocation of resources triggered by the corporate 
tax (reduced corporate output and greater non-corporate output) that owners of corporations actually 
could come out ahead. So the identities of those who bear the burdens of business taxes depend very 
much on economic circumstances. These circumstances are potentially discoverable with empirical 
analysis. 

Note that we’ve got at least one Nobel Laureate on our side in this: we know absolutely that it just 
isn’t the corporation itself that carries the true burden of the corporate income tax. For, in the end, any 
and all taxes mean that money has been taken out of someone’s pocket book. The study of tax 
incidence is the study of who is really paying, carrying the economic burden, of a tax rather than who 
is handing over the check. 

Just to point out the centrality and veracity of this point. Here’s the Palgrave Dictionary of Economics 
on the point, here is Mark Thoma quoting on the point (Professor Thoma is a notably leftie economist 
so this just isn’t all the invention of some neo-liberal like myself), Economists for Obama making the 
same point, a paper from the Congressional Budget Office and another one from the CBO. Amusingly 
those last two come to different conclusions about who does bear the burden: but everyone is agreeing 
that it’s not the corporation. 

It is some combination of the workers in the form of lower 
wages, shareholders in lower returns or consumers in higher 
prices. There is no argument about this: the argument is over 
which of the three bear what portion of the burden, not over 
whether the burden is spread across those three groups. 

With the corporate income tax we pretty much rule out the 
consumers: the tax really hits the pocketbooks of either the 
workers or the shareholders. Which is where we get lots of 
lovely arguments about who in what proportion. Some 
studies imply that most of the US corporate income tax is 
really “paid” by capital, by the shareholders in lower returns. 
Other studies that it’s the workers in the form of lower 



wages: it’s one of those things where you pick your assumptions (how mobile is capital? What’s the 
propensity to invest abroad given local taxation rates?) and those assumptions will largely determine 
the result you end up with. 

No, let’s not try to solve the problem of whether it’s the shareholders or the workers who really pay 
the corporate tax. Let us instead now turn to the subject of Mr. Buffett and his claim that his average 
tax rate is 17.4%. That is true, as he said, of what he himself hands over as a check. 

However, we’ve now got this problem of how to allocate the incidence of the corporate income tax. 
We might move in one direction and say that this tax burden is carried by capital, by the shareholders. 
Very well then, let us do so: we now have to add to Mr. Buffett’s tax rate his share of that burden of 
the corporate income tax. For one thing is certainly true, Mr. Buffett is an owner of a considerable 
amount of capital, of shares in corporations, so if shareholders carry the burden of the tax then Mr. 
Buffett must do so. 

We could also move in the other direction and say that the corporate income tax burden is mainly or 
even totally carried by the workers in the form of lower wages. Very well then, let us do so: we can 
now confirm that we do not need to add the burden of the corporate income tax to Mr. Buffett’s tax 
bill. Excellent: but do note what else we’ve just done as well. We’ve just said that the corporate 
income tax is not a tax on rich capitalists, upon shareholders. It’s a tax upon the incomes of the 
workers. 

Which, when we think about it, really isn’t what we want to have happen at all. We know we’re taxing 
the lowly paid Joe Six-Pack quite enough already. What we’re trying to do is get more cash out of the 
rich people and by insisting that Mr. Buffett’s tax bill is only 17.4% of his income we’ve just proven 
that the corporate income tax doesn’t tax those rich people it taxes the poor workers. In fact, if his tax 
bill is only that 17.4% then we would like to abolish the corporate income tax for it’s just a hidden 
way of squeezing more out of the poor rather than the let’s tax the rich that everyone seems to assume 
it is. 

All of which leads us to a quite lovely logical conundrum. We have two options: 

1) Warren Buffett’s tax rate really is 17.4% because the corporate income tax is really paid by the
workers, not the shareholders or owners of capital. 

2) Shareholders and capital really pay the corporate income tax in which case Mr. Buffett’s tax rate is
not 17.4%. 

What we cannot believe is that Buffett’s tax rate is 17.4% and also that it’s the rich people who own 
companies that carry the burden of the corporate income tax. 

Rather up to you which you want to believe: I tend to the view that the incidence is split, some on the 
workers, some on capital which leaves me in the interesting position of insisting both that Warren’s 
tax rate is higher than that 17.4% and also that the corporate income tax is a bad tax which should be 
abolished because it reduces the wages of the workers. 



Warren Buffett’s un-sage advice 

He said: “It will not be pretty,” in response to Rose’s question about what he thinks would happen in 
the United States if the present unfairness continues and unemployment remains high. What does he 
mean? Will there be riots in the streets? Armed revolution? 

Buffett correctly notes that the proposed tax increases will do little to alleviate the present fiscal 
problems of the United States. If taxes on the super-rich were raised so that they paid not the present 
21.5 per cent but 50 per cent of their incomes, revenues from the top 400 earners would go up by $26 
billion (one half of $90.9 billion minus the present $19.5 billion). Since, this year alone, the U.S. 
federal deficit will be around $1.4 trillion, or $3.8 billion a day, the new revenue would cover less than 
seven days of deficits. 

The numbers are even worse for total federal spending. In 2010, that amounted to $3.6 trillion, or $9.7 
billion a day. Up against that, Buffett’s new taxes would be gone in just 2.7 days. 

But these numbers are excessively optimistic because the amount raised by higher taxes is likely to be 
much smaller than $26 billion:, as he notes, a large proportion of the total income of the super-rich 
comes from capital gains and financial trading, which is at the discretion of taxpayers. 
The problem for the economy comes from the fact that higher taxes not only reduces total revenue, 
they also lock in capital and reduce the flow of funds into better investments and thus create smaller 
gains in productivity, income, and employment. 

VANCOUVER, BC, Aug. 24, 2011/ Troy Media/ – 
Warren Buffett is known as the Sage of Omaha for a 
good reason: his outstanding ability to find profitable 
investments that took him from a small portfolio owner 
to one of the richest people in the world. 

Recently, he used his formidable reputation to suggest in 
the New York Times, Financial Post, and a PBS 
interview with Charlie Rose that the U.S. government 
should raise taxes on the 400 super-rich, who in 2008 
together earned $90.9 billion and paid on average 21.5 
per cent of it in taxes. That is lower than the average 
percentage paid by most middle-income Americans. 

Buffett maintains current U.S. tax system unfair 

Buffett justifies his proposal on the grounds that the 
present tax system is unfair, parroting the mantra of tax-
addicted interventionists and socialists everywhere.  



Buffett indicates that this effect would be small or non-existent since the investment decisions he and 
his super-rich friends make are not affected by taxation. While this assertion flies in the face of 
everything we know about incentives, he could be right about his friends, but he forgets that there are 
many, important, small investors to whom he surely has not spoken. 

These many small investors invest in risky new ventures and are the drivers of economic growth and 
employment. They know that only a few of them make it big but they are driven by the hope that they 
are among the few. In an important sense, they are like they buyers of lottery tickets who need much 
less skill than investors, but who buy more tickets when jackpots are large. The managers of lotteries 
certainly know this and advertise when the pots are large. Lower returns on investment and gambling 
through taxation will bring less investment and fewer ticket sales. 

Damn the consequences 

As well-informed as Buffett is, he may be presumed to know about the role of incentives in motivating 
small investors who want to become super-rich, or at least rich. If he is, he has made the explicit, sage 
decision that living in a country with greater fairness in the distribution of the tax burden and after-tax 
income is worth the negative effects on productivity and employment that accompanies it, and he 
would not be the first egalitarian to have done so. 

But before Buffett’s ideas of higher taxes on the rich are put into place, there ought to be a public 
discussion of the size and merit of the trade-off between fairness and income. Such a discussion took 
place when John F. Kennedy was president and resulted in a dramatic lowering of top marginal tax 
rates that had been between 79 per cent and 94 per cent during the 1930s-1950s. In spite of Kennedy’s 
well-known concerns about fairness, the incentive and efficiency argument won. 

Herbert Grubel is a professor of economics (Emeritus) with Simon Fraser University and senior 
fellow with the Fraser Institute. 

Barack	  Obama	  supports	  surtax	  on	  million-‐dollar	  incomes,	  
but	  B.C.	  politicians	  refuse	  to	  budge	  
By	  Charlie	  Smith,	  Editor,	  The	  Georgia	  Straight	  
October	  6,	  2011

President Barack Obama has revived his  
call for a surtax on high-income earners. 
Photo by Chuck Kennedy / White House 

As B.C. premier, Gordon Campbell ensured that people with high incomes paid far less tax in this 
province than in the past. 

CNN has reported that President Barack Obama has 
endorsed a tax on earnings in excess of $1 million. 
The 5.6-percent levy on salaries beyond that amount 
would take effect in 2013, if approved. 

Meanwhile, not a single member of the B.C. 
legislature has spoken in favour of a similar measure 
in this province. I've asked NDP Leader Adrian Dix if 
he will raise personal income taxes, and he has 
refused to say "yes". He will, however, reverse the 
B.C. Liberals' 2008 corporate-tax cuts.



The top marginal tax rate on provincial incomes is 14.7 percent, which kicks in for any earnings above 
$100,787 per year. 

The top federal marginal tax rate is 29 percent on income above $128,800. When you add the federal 
and provincial rates together this means that British Columbians will pay a top personal tax rate of 
43.7 percent on all income beyond $128,800. 

This is important to keep in mind: no tax is paid on income put into an RRSP. Canadians are allowed 
to set aside $22,450 per year in this way. This means that somebody with an income of $150,000 
could, theoretically, avoid landing in this highest marginal tax bracket simply by stuffing money away 
in this tax shelter. 

In B.C., there are no surcharges on those whose annual incomes are higher than $500,000, $1 million, 
or, in the case of Henrik or Daniel Sedin, $6.1 million. (The Sedins lowered their tax exposure last 
year with a generous $1.5 million donation to B.C. Children's Hospital.) 

There's a growing body of opinion—and not just among those participating in the Occupy Wall Street 
protests—that the current economic malaise is linked to the growing gap between rich and poor. 

The gap is linked directly to the tax system. Middle-class incomes have remained stagnant for a 
generation as the rich have gotten wealthier. 

In the United States, the top one percent of income earners collect about 24 percent of the national 
income. In Canada, the ratio is smaller. The last statistics I saw pegged the top one percent of income 
earners as collecting 16 percent of the national income in this country. 

It's an obscenity. If Dix refuses to act, I wouldn't be surprised if Premier Christy Clark took this issue 
away from him by imposing a surtax on annual incomes in excess of $500,000 or $1 million a year. 

She's already undercut the NDP leader on the minimum-wage and on run-of-river power projects. 
Why not jack up taxes on the relatively minuscule percentage of super-high-income earners—and then 
claim that this is part of her "Families First" policy? 

If it's good enough for Obama, it can surely be presented as a mainstream policy to British 
Columbians. Even billionaire Warren Buffett supports the idea of the super-rich paying more personal 
income tax. 

The Fraser Institute will complain, but who really cares what it says? Not the voters who live in swing 
constituencies in Surrey, Burnaby, Coquitlam, and Maple Ridge. 

Charlie Smith, Editor, The Georgia Straight 



Taxes	  and	  the	  ghost	  of	  Bob	  Blair	  

by Trevor Harrison 

Robert Blair died in April 2009. “Bob” – as he was best known – headed Nova Corporation and 
became in time a very wealthy man. Unusual in the oil and gas sector, he was also a staunch Canadian 
nationalist, refusing to let Nova join the Business Council on National Issues (today, the Canadian 
Council of Chief Executives) as he believed the organization with its free trade mantra threatened 
Canadian sovereignty. 

I first met Bob in the mid-1990s. Gordon Laxer and I travelled from Edmonton to Calgary to meet 
with him. We wanted to start up a policy institute. Bob and Greg Flanagan, both living in Calgary, had 
a similar idea. We met at Bob’s luxurious home overlooking the Calgary skyline, the home belying the 
thoughtful, kind, and down-to-earth man who lived there. Out of that meeting, Parkland Institute was 
born. 

I’ve been thinking a lot about Bob lately. In the 1990s, Canada faced pressures from a host of business 
interests, especially those in the financial sector, to deal with what they described as its “debt 
problem.” Tales of credit rating downgrades and insolvency filled the popular press and radio talk 
shows. Then, as now, pro-market advocates and right-wing zealots declared the welfare state the cause 
of all ills and demanded cuts to government spending. 

But Bob had a different answer. Speaking at a Senate hearing, he asked why the federal government 
was intent on going after “welfare moms” to reduce the debt, as they didn’t have any money. Instead, 
Bob argued, the government should go after people like him, the rich in Canada. The rich could easily 
pay off Canada’s debt and should do so. 
Bob Blair realized that taxes are the price of a decent and civilized society. He was also a proud 
Canadian who didn’t want his country held captive to financiers. And, finally – he was quite frank 
about this – he also reasoned that paying off Canada’s debt would result in not only the country’s 
wealth growing, but that, in doing so, the rich would also be better off as their assets would rise; in 
effect, the costs of higher taxes to pay off the debt would soon be recovered. Unfortunately, Bob’s plea 
went unheeded. Among right-wing advocates, “tax me, I’m Canadian” was not only the name of a 
book at the time but a bold assertion of Canada’s lesser status in their eyes compared to the free 
market USA. 

Today, the United States and much of Europe faces a major debt crisis. As in Canada years ago, calls 
for reduced government spending and more tax cuts fill the press. Recently, however, Warren Buffett 
– regularly listed among the world’s richest individuals – has called for the wealthy to be more heavily
taxed. In case you haven’t read Buffett’s statement, he said the following: 



"While the poor and middle class fight for us in Afghanistan, and while most Americans struggle to 
make ends meet, we mega-rich continue to get our extraordinary tax breaks...My friends and I have 
been coddled long enough by a billionaire-friendly Congress. It's time for our government to get 
serious about shared sacrifice." 

Since then, a number of other wealthy Europeans, from France, Italy, and Germany, have likewise 
come out in favour of higher taxes upon the super rich. They understand that the grinding inequality 
that lies at the heart of the world’s ailing economy and growing social unrest will get worse if they do 
not step up to the plate. 

Will such pleas be heeded? 

In the case of the United States, the answer is, “Not likely.” Why not? In general, the idea of raising 
taxes – period – runs up against a well-entrenched pattern of right-wing populism with its mix of 
antipathy to government and belief in rugged individualism. But, more specifically, the Republican 
party in that country is staunchly opposed, on ideological grounds, to raising taxes; indeed, so firm is 
this belief that it will go to the wall to defend the very richest individuals, such as Warren Buffett, 
from themselves in this matter. In recent days, some Republicans have perversely labeled efforts to tax 
the rich as “class warfare.” 

Thankfully, Canada is not the United States; and Alberta, oil aside, is not Texas. Nonetheless, there are 
some – the Fraser Institute and the Canadian Taxpayers Federation – who take to the barricades every 
time someone suggests raising taxes. For that matter, Prime Minister Harper has on several occasions 
stated his belief that, “There is no such thing as a good tax.” 

Still, polls show a majority of Albertans and Canadian would support higher – but fairer – taxes in 
order to defend public services. In contrast to the sales pitch made by right-wing pundits, they 
understand that there is no free lunch. You get what you pay for, whether we are talking about health 
care, education, or social services, or getting the potholes in the road fixed. 
Forward thinking people, like Bob Blair, have always known this truth. It’s not too late to start 
listening to them. 

Trevor W. Harrison is a political sociologist at the University of Lethbridge and co-director, along 
with Gordon Laxer, of the Parkland Institute. 



The Power of Taxes

The Case for 
Investing in Canadians
By Stephen Dale and Trish Hennessy

What do you think of when you hear the 
word “taxes”?

Hospitals you can turn to in the mid-
dle of the night if you or your children 
get sick?

The $10,000 having a baby could cost 
if you lived in the U.S. and didn’t have 
health insurance?

An education system that allows even 
the children of poor families to become 
doctors, teachers, or engineers?

Government inspectors who make sure 
highway overpasses are repaired before 
they fall down, that meat packing plants 
don’t poison their customers, that a city’s 
water is safe to drink?

Public pensions that help alleviate 
poverty among seniors?

These things that made Canada a great 
place to live are supported by Canadians, 
and have been for generations, through 
tax contributions that provide our gov-
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ernments with the revenue they need to 
invest in the public services that matter.

It’s a basic act of responsibility — a 
neighbourly thing to do, really.

Even if you’re not feeling that neigh-
bourly, public services add up to a great 
bargain for Canadians. But the services 
our taxes fund are often overlooked in 
debates over tax cuts.

Primed by a relentless anti-tax cam-
paign, many Canadians have been infect-
ed with tax phobia.

Tax phobia has made it difficult to rec-
ognize the benefits many Canadians have 
come to take for granted: public services, 
the chance to get ahead in a safe, peaceful 
and prosperous country. They’re the rea-
son — the hope, the promise — generations 
of Canadians who came before us agreed 
to build a tax system in the first place.

Tax phobia has encouraged many 
Canadian voters to jump at any political 
promise of tax cuts without asking wheth-
er it’s a good deal or a swindle.

By most measures, the anti-tax cam-
paign disproportionately benefits Cana-
da’s elite. The majority of Canadians lose 
more than they gain.

When the Harper government cut the 
GST by 1 per cent in 2007, for example, 
80 per cent of Canadians ended up worse 
off than they would have been if that tax 
cut had been reinvested in municipal ser-
vices. That’s because tax revenue allows 
governments to bulk buy services such as 
health care, education, and public tran-
sit. It’s kind of like the Costco of public 
services — it’s more affordable than pri-

vate boutique buying and that means 
more people benefit.

Corporate tax cuts provide a dramat-
ic illustration of the cost of tax phobia.

The Harper government's corporate 
tax cuts alone would cost us $80 bil-
lion in lost revenues between 2008-09 
and 2013-14. Those lost revenues could 
have been corporate Canada's contribu-
tion to wiping out the federal fiscal defi-
cit of $56 billion.

Corporate tax cuts were supposed to 
encourage corporations to invest in Can-
ada’s future, but the opposite has hap-
pened: companies have been investing 
less in the machinery and processes that 
generate employment, while corporate 
profits have risen dramatically.

It’s the same story with individual tax 
cuts. Personal income tax cuts have be-
come the apple pie of political promises 
to middle-income families, but it’s a tiny 
minority of rich Canadians who benefit 
most. For instance, more than half the 
benefit from capital gains tax cuts since 
2000 goes to Canada’s richest 1%.

These tax gifts provide a boost to 
BMW dealerships, yacht clubs and gran-
ite countertop manufacturers, but more 
Canadians are required to carry the cost 
of dangerously long wait times in emer-
gency rooms, crushing debt loads for 
university graduates, boil water alerts, 
collapsing overpasses, and tainted food 
scares.

Is this the kind of Canada we want?
Here are five reasons to rethink our at-

titude toward our governments’ ability to 
generate revenue to pay for the things we 
need in Canada.

1 / Canadians get a true bargain 
from the public services 
that our taxes create

Middle-income families in Canada of-
ten feel under financial pressure, but the 
bargain they get from public services is 
often overlooked: they consume an av-
erage of $41,000 worth of public servic-

When the federal government  
cut the GST by 1 per cent in 2007, 

80 per cent of Canadians ended up 
worse off than they would have been 
if that tax cut had been reinvested in 

municipal services.
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Middle-income families in Canada 
often feel under financial pressure, 
but the bargain they get from public 
services is often overlooked: they 
consume an average of $41,000 
worth of public services. 

es. Most people would have to take on a 
second, well-paying full-time job to car-
ry those costs if they had to pay for ser-
vices out of their own pocket.

But it’s not just middle-income fam-
ilies who are getting a deal. The average 
Canadian enjoys $16,952 worth of public 
benefits annually — what someone em-
ployed at minimum wage would earn in 
an entire year.

Almost invisibly, tax-funded services 
make most Canadians richer in ways that 
are never reflected in our bank accounts.

2 / Tax cuts compromise 
public services

We could starve public services to cut tax-
es, but we’d lose a lot of what it means to 
be Canadian and most of us would suf-
fer a net loss in our standard of living. We 
would still need services such as health 
care, we’d just have to pay for them pri-
vately or go without.

The flipside of a lower tax bill is get-
ting nickel-and-dimed with user fees for 
even the basics in life, such as garbage 
collection, or settling for inferior pub-
lic services.

Promises to “increase efficiency” ac-
tually mean real, painful cuts to public 
programs and declines in service quali-
ty. The next time your car hits a pothole 
or your wait for public transit is unbear-
ably long on a cold winter’s morn, think 
about how tax phobia forces governments 
to cut public service spending in order to 
please the tax slashers.

For their part, the tax slashers claim 
we can deal with this by exercising con-
sumer “choice”: when the public school 
system starts to collapse, for instance, 
we’re free to pony up for private school.

Health care provides the clearest ben-
efit of strong public programs funded 
through government revenues. We just 
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need to look at health care in the Unit-
ed States to see the human cost of hav-
ing private corporations run what should 

be a public, accessible service: before 
the Obama reforms, 30 million Ameri-
cans had no health insurance at all and 
tens of millions of Americans were forced 
to pay through the nose for inadequate 
coverage. Even with modest reforms, the 
U.S. system remains the most inefficient 
and expensive in the world and illness 
remains a personal financial catastro-
phe for many.

By contrast, Canada’s public health 

care system — the one previous genera-
tions built with their own tax contribu-
tions and we sustain through ours — de-
livers world-class health care quality for 
all Canadians, and it does so more effi-
ciently than in the U.S.

Putting low taxes and tax loopholes 
ahead of public services leaves us open to 
nasty surprises. Remember the poisoned-
water catastrophe in Walkerton after Mike 
Harris cut funding for provincial inspec-
tors in Ontario? Remember how under-
funded federal food inspection services 
led to a widespread outbreak of listerio-
sis from tainted meats?

3 / A fair taxation system 
means more social equality

Canada’s tax system used to be fair: Those 
with higher incomes contributed more 
in taxes to fund the public services we 
all cherish.

But between 1990 and 2005, Canada’s 
tax system got a lot less fair.

The lion’s share of tax cuts went to the 
richest one percent of families: they pay 
less in taxes compared to 1990 while the 
poorest 20 percent pay more.

This kind of imbalance in the tax sys-
tem not only constrains governments’ abil-
ity to provide high quality public servic-
es, it reinforces the growing gap between 
the wealthiest families and the rest of us.

4 / Good public services 
attract business investments 
and create jobs

Tax slashers like to whip up a frenzy of 
fear among Canadians.

Out of fear of losing jobs, Canadians 
have watched their governments slash 
the federal corporate tax rate from 28 
to 18 per cent within a decade. That has 
helped corporations in Canada reap re-
cord high after-tax profits.

But a lot of working Canadians didn’t 
see their paycheques increase.

Canadians have watched their 
governments slash the federal 

corporate tax rate from 28 to 18 per 
cent within a decade.
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Warren Buffett, one of the richest 
men in the world, has criticized the 
U.S. tax system for allowing him to 
pay a lower rate than his secretary 
and his cleaner.

In real life, the rate of taxation has lit-
tle influence on a company’s decision to 
open new factories or offices. What influ-
ences corporations are things like good 
roads, efficient public transit, education 
and health care — the kind of things we 
get from our taxes. Good public servic-
es attract business. They also make for 
good communities.

5 / It’s up to us to leave 
Canada in better shape for 
our kids than we received it

Flash back five decades, to the 1950s.
Canada had a fraction of the wealth 

it does today — our economy is now five 
times larger.

Our parents had way less money but 
paying taxes wasn’t viewed as a hardship. 
They understood they were pitching in to 
create something different, a whole new 
world that gave Canadians more oppor-
tunities than any previous generation.

Their taxes helped create universal 
health care.

They helped establish a public pen-
sion program, dramatically reducing se-
niors’ poverty.

They opened up the halls of high-
er learning once reserved only for Can-
ada’s elite.

They built most of the infrastruc-
ture — the roads, bridges, overpasses, 
water and sewage systems — that we rely 
on to this day.

Their commitment and sacrifice paid 
dividends. The gap between the rich and 

the rest of us narrowed; the middle class 
grew: Post-secondary education, universal 
medical care and public pensions meant 
Canadians had a real shot at a better life 
than their parents.

But after more than 15 years of tax pho-
bia and public service cuts, we’re caught 
in a downward spiral of diminishing ex-
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pectations.
Many Canadians now accept that it’s 

impossible to find a family physician or 
to get prompt treatment at the local emer-
gency room; that to be trained as a law-
yer or teacher is only for those who can 
afford the tuition; that grinding poverty 
within an affluent nation is the natural 
order of things.

This pessimism — this sense of resigna-
tion — is especially dangerous in a coun-
try that faces new and pressing challeng-
es within a tumultuous global economy.

Canada is at a crossroads. Our pop-
ulation is aging. Our youth face a pre-
carious job market. Our need for highly 
skilled workers is increasing. Our physical 
infrastructure is crumbling. Demand for 
public transit and green technologies, for 
the sake of the environment, is growing.

Does it make sense to shortchange 
ourselves and our children by opting for 
tax cuts today that will dangerously erode 
the quality of tomorrow’s public services?

How will history judge us?

There is an alternative!

It doesn’t have to be like this.
We could, as family, friends and neigh-

bours, do what generations before us did.
We could take responsibility for the 

quality of our public services by agree-

ing to a fair and progressive tax system 
that works for all Canadians.

Instead of training our politicians to lie 
to us about taxes and services, we could 
reward leaders who see the need for bet-
ter public services and are prepared to 
talk straight to Canadians about the need 
to pay for them. We could reward lead-
ers who are prepared to stand up to the 
wealthy and powerful; to bring fairness 
back into Canada’s tax system and close 
tax loopholes.

Warren Buffett, one of the richest men 
in the world, has criticized the U.S. tax 
system for allowing him to pay a lower 
rate than his secretary and his cleaner.

It’s not an impossible dream. In fact, 
a number of high profile business lead-
ers — from American billionaire Warren 
Buffett to Edmund Clark, the CEO of the 
Toronto-Dominion Bank — declare they 
would pay higher taxes in order to im-
prove the society around them.

With proper revenue sources, Canada’s 
governments could pay down their def-
icits, protect our health and safety, and 
hand our children a more equal, fair and 
harmonious Canada — a country where 
no one gets left behind and everyone has 
the chance to get ahead.

For much of the last century, it’s been 
the Canadian way. It’s time for us to get 
back on track.
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Reading Log: Should the Buffet Rule be passed? 

As you read, circle all the words you don’t know. Look them up and write their definitions in the 

margins. Include two of the most interesting new terms here with their definitions.  

How does Buffet’s social standing (‘Ethos’) affect how his piece might be received? Imagine if 

someone of lower social standing wrote this piece; what difference might that make? 

Using Sources 
Notice that since this is a written in the genre of a journalistic piece for a newspaper, Buffet is not 

required to cite his sources with page numbers or a works cited list.  

If this were written as an academic piece, he would be expected to cite every source with parentheses, 

including the direct (citation) and indirect ones (summary and paraphrase). Journalism has its own set 

of standards that are different from academia.  

However, journalistic and academic writing do have things in common: both kinds of writing ‘frame’ 

their sources, to show whether they are agreeing, disagreeing, or doing a bit of both. If you observe 

how professional writers skillfully ‘frame’ or introduce their sources, you can practice doing the same 

thing in your own writing. 

How does Warren Buffet use his sources? Find examples in his piece of: 

A direct source (citation): 

An indirect source (paraphrase or summary): 

A source he agrees with: 

A source he disagrees with: 



What does Buffet do to show that he agrees or disagrees with his sources? In other words, what words 

does he use to ‘frame’ or introduce his sources?  

How do the responses use Buffet’s piece? Do they cite him directly, do they paraphrase or summarize 

him? In the other articles in the case, find as many examples as you can of: 

Direct source (citation): 

Indirect source (paraphrase or summary): 

In their referencing of him (citation/paraphrase/summary) how do the responses show they agree or 

disagree with Buffet? In other words, when the responses use Buffet as a source, what words do they 

use to ‘frame’ (agree/disagree/both) the source? Find as many examples as you can.  

Are the summaries of Buffet fair? Do they summarize him accurately? An unfair summary of an 

opponent is called a Straw Man, and it is a logical fallacy (logical problem). Find an example of a fair 

summary of Buffet, and then find an example of a summary you think is not fair/accurate/complete.  




