Coburn Amendment 411— Deficit Reduction Reserve Fund to
Furlough Federal Employees with Seriously Delinquent Tax Liability

Millions of federal employees are facing layoffs, furloughs, and other
cutbacks as a result of Congress’ failure to replace sequestration with
responsible, targeted cuts. Most of these federal employees are
responsible citizens who pay their taxes. Some, however, have been living
off of the taxpayers while failing to pay their own share of taxes.

One way Congress can replace these indiscriminate staffing cutbacks
would be to require agencies to target any necessary furloughs or layoffs
first toward federal employees who have seriously delinquent tax debt.

This amendment would create a deficit reduction reserve fund, allowing
Congress to consider legislation that would address a problem pervasive in
the federal bureaucracy: federal employees who refuse to pay their taxes.

Civilian federal employees owe more than $1 billion in unpaid taxes

e In 2011, the Internal Revenue Service (IRS) found nearly 312,000
federal employees and retirees were delinquent on their federal income
taxes, owing a total of $3.5 billion in unpaid federal income taxes.

e Of these, 107,658 were current civilian federal employees owing $1.013
billion in unpaid taxes.

e 141,980 were military and civilian retirees owing $2.1 billion.

e 61,928 were current military owing $329 million.

Consider the following examples:

e The Department of Justice has a delinquency rate of 2.19 percent with
2,552 employees owing $20.2 million.

e The Department of Health and Human Services has a delinquency rate
of 4.03 percent with 3,454 employees owing $44.6 million.

e The U.S. Postal Service has a delinquency rate of 3.59 percent with
22,404 employees owing $215.2 million.

e The U.S. Senate has a delinquency rate of 3.33 percent with 234
employees owing $1.9 million.



Federal employees have an important obligation to pay their taxes

Federal employees have a clear obligation, just as the rest of American
citizens do, to pay their federal income taxes. While millions of Americans
continue to send back portions of their hard-earned wages to Washington,
many federal employees are failing to contribute their share. The very
nature of federal employment demands salaried workers pay their federal
income taxes. Failure to do so is an affront to taxpayers.

The Internal Revenue Service already disciplines employees with
seriously delinquent tax debt

At the Internal Revenue Service, delinquent tax debt is grounds for
termination. Other federal agencies should likewise apply strict standards
to employees who fail to pay their taxes.

Collecting unpaid taxes should start with federal employees

Unpaid federal taxes, or the “tax gap,” are a significant problem for the
federal government. For tax year 2006, the most recent year studied, the
IRS was unable to collect over $385 billion of the taxes required by law."

The IRS invests significant resources in enforcement activities and imposes
strict penalties in an effort to close this “tax gap.” Meanwhile, the federal
government continues to employee hundreds of thousands of employees
who are directly contributing to the gap. A simple way for the federal
government to reduce the tax gap would be to ensure its own employees
are meeting their tax obligations.

A federal employee who fails to pay taxes should not continue to
receive generous federal compensation

Many federal employees could experience significant financial difficulties
due to furloughs. Those that do not, however, will continue to enjoy
compensation that is significantly more generous than that of equivalent
employees in the private sector. Perhaps some federal employees deserve

! http://www.irs.gov/uac/IRS-Releases-New-Tax-Gap-Estimates;-Compliance-Rates-Remain-Statistically-
Unchanged-From-Previous-Study



to continue receiving this level of compensation due to the nature of their
work. Federal employees with delinquent tax debt, however, should
certainly not be among those who continue to enjoy this generous pay—
especially when their fellow employees and citizens are enduring cutbacks
due to sequestration.

Federal compensation is significantly more generous than pay in the
private sector.

e A January 2012 Congressional Budget Office (CBO) report found that
among workers with a bachelor’s degree, total average compensation
(pay and benefits together) was 15 percent higher among federal
employees than private employees.

e Among federal workers with less than a college degree, compensation
was more than 30 percent higher.

¢ Only employees with doctorates or professional degrees earned more in
the private sector.

e The study compared federal and private-sector employees with
similar education, years of experience, job roles, geographic location,
age, and other characteristics.?

¢ In addition, federal employees fare better than private-sector workers
in other aspects, including time off and job security.®

The federal workforce was protected and even benefitted during the
recent recession.

e From December 2007 to June 2009, the number of federal
employees earning more than $100,000 increased 46 percent. The
number of federal employees making more than $150,000 more than
doubled.*

e Federal salaries increased 3 percent from 2008 to 2009, outpacing
inflation by 1.6 percent.”

? http://www.cho.gov/publication/42921

3 http://reason.com/archives/2010/01/12/class-war/print

* http://www.usatoday.com/printedition/news/20091211/1afedpay11_st.art.htm?loc=interstitialskip
> OPM historical data compiled in conjunction with CRS.



e In 2009 inflation was at -.04% while federal salaries increased 3%
from 2008.°

These facts clearly show that federal employees have enjoyed significant
protection during difficult economic times. Those who with seriously
delinquent tax debt should not be among those who continue to enjoy this
special status. If furloughs are necessary, they should begin with tax
cheats rather law-abiding federal employees who have paid their taxes.

e Compiled with numbers from OPM in conjunction with CRS.



