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November 6, 2008

MEMO

From: Jonathan Tasini, Executive Director, Labor Research Association

To: Labor Colleagues/Progressive Allies

Now that the election is over, and with the Democrats controlling all three branches of government, there will be a rush by labor, as well as every other progressive group, to push for action—quickly—on specific priorities. But, the most important fact to fight for, organize for and unite on is one message:

We Have Plenty of Money

We don’t have to cut. We don’t have to delay national health care. We don’t have to stall on investments in infrastructure to “green” our economy. We don’t have to skimp on aid to states and cities. We don’t have to attack government workers’ pensions.

We Have Plenty of Money

It is already clear that the voices of austerity and deficit-reduction are coalescing. Within days of the election and, certainly, as the new Administration takes office, we will hear:

There is no money because of the $700 billion bailout for bankers. There is no money because of lower tax revenues because of the economic tailspin we find ourselves in. There is no money because of the need to fully fund “the war against terror”. We have to cut the deficit.

Already, president-elect Obama has signaled his receptiveness to this meme. In the final presidential debate, he said:

“But there is no doubt that we’ve been living beyond our means and we’re going to have to make some adjustments. Now, what I’ve done throughout this campaign is to propose a net spending cut. I haven’t made a promise about...

What I want to emphasize, though, is that I have been a strong proponent of pay-as- you-go. Every dollar that I’ve proposed, I’ve proposed an additional cut so that it matches…

But what is absolutely true is that, once we get through this economic crisis and some of the specific proposals to get us out of this slump, that we’re not going to be able to go back to our profligate ways.” [emphasis added]

Indeed, according to The Wall Street Journal
, a large number of Democrats are already circling the wagons, arguing for fiscal austerity: “With this fiscal year’s deficit potentially approaching $1 trillion, these Democrats say the money for Sen. Obama’s ambitious agenda simply isn’t there. One of the first acts of the next Congress should be approving a bipartisan commission to tackle the deficit and the growth of entitlements, such as Medicare and Medicaid, argue the fiscally conservative Blue Dog Democrats, who say they will have the numbers to make the demands.

“We’ve got 49 Blue Dogs, maybe 61 after the election," said Rep. Mike Ross of Arkansas. "We don’t need much persuasion. We’ve got the votes.” [emphasis added]

And we already have “progressives” uniting with Wall Street figures to frame very limited tax solutions.

We have to respond:

We Have Plenty of Money

To paraphrase Willie Sutton, if we go where the money is, we have plenty of money. In the past several decades, we have never had a better moment to argue that the very wealthy must pay far higher taxes. Aside from pointing out that at least $300 billion of the $700 billion banker’s bailout will be recouped through asset sales, without too much effort, we can realize $350 billion in dues to our country—taxes—from people who can afford it. We can either have the rich pay—or borrow from the Chinese. It’s a choice.

The author, with the help of Citizens for Tax Justice, the premier non-partisan organization focusing exclusively on tax issues, concocted an alternative tax structure: raise the top income tax rates to 40 percent and 45 percent (the top rate is now 35 percent for married taxable income above $351,000), add a top rate of 50 percent for those people with taxable income higher than $1 million and—this is crucial—tax investment income as ordinary income (the proposal also assumes that Congress will fix the Alternative Minimum Tax, which costs the Treasury money).

From this plan, we would realize an additional $211 billion in net revenues, with 91 percent of those revenues coming from the richest one percent of Americans (and, the above model should be adjusted to eliminate tax reductions for the higher income earners). 

Frankly, this is a relatively modest proposal, just given as a taste of reality. We could—and should—easily raise the two new suggested top rates higher, with the top rate for the richest 1 percent set at least at 50 percent. From 1951-1964, the post-war era which America’s leaders and pundits like to point to as the beginning of a great boom and economic growth in the country, the top rate was around 50 percent on married couples making $200,000 and up, with the marginal rate being 91 percent above $1 million.

We Have Plenty of Money

The other $150 billion a year comes from a very tiny “thank you for playing” fee on Wall Street transactions of stocks, futures, options, swaps and other financial instruments (a so-called “Tobin Tax”). Tiny means 0.25 percent. Something so miniscule that the small investor wouldn’t even notice it. The lion’s share of the income would come from the big traders and speculators who move millions of shares a day in an attempt to jump on any gyration in the market.

These traders benefit from government protections, not the least of which is a regulatory system that prevents, in theory, fraud and crazy speculation (ok, so that doesn’t always work out well all the time). Plus, such a tax might also exercise some restraint, perhaps modest, on the wild and crazy big trades made on rumors and the thirst for a quick buck.

We Have Plenty of Money

If we don’t blanket the country and the media with this unified message, everyone will fight for their own priorities and we will, individually, get stiffed.

It is not enough to argue for a short-term stimulus. It is not enough to push for increased funding for this program or that program. And, absent a national conversation about shared contributions, broad constituencies will end up competing against each other.

A word about the Employee Free Choice Act. Organizing is the lifeblood of the labor movement and EFCA will aid those efforts. EFCA need not be shelved. Indeed, union power is a critical piece of and the linchpin of a revival of economic security. 

Rather, labor’s voice must, first and foremost, be heard advocating for the public good within in the reality of the broader landscape because union members, more than any other single constituency, will face the greatest combined harm by a “we have no money” mantra: a financial calamity facing millions of people and their families, cities and states collapsing, attacks on government pensions, the failure to enact a truly universal health care plan and a general “the cupboard is bare” message.

The labor movement is in a unique position to unify the progressive movement around this singular message. 

We Have Plenty of Money!!!
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