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July 23,1999
Dear tiends, the folo'eing a icles highligh. h,hat Congrcss is tlisclssiry rega ling t&es to date. Thoryht lou might be intercsteil
in these editoial peBppctiyes, Hope you drc cnjoyinS lok sunmeL

D emocrats' Tax-Cut Follies
Democrats and Republicans rook th€ir tax-cut difierences ro a White

House sumil Monday. Not rnuch was accomplishcd. The sides mcGly
solidified their diiferences. Th€ COP is pushing (for now) for a cul wodh
roughly 5800 billion ovcr l0 yeasi Democrac areplaying word games.

The COP has sevenlplans. Th€ besl is House Ways and Means Chaiman
Bill Alchels I0% acrossthe,board cut. Predictably, it's the plan thar dmws
the most Democratic ire - probablybecause it\ the onlyplm thar curs across
spccialinle.en Sroups to benefit€very tupay€r.

Charlcs Ragcl, D-NY., the top Democrat on the House Ways and M€ans
Commjltec, dishisses Alcher's plan, saying it\ "press rclease" ard ,.aimed

at thc wcahhy R.publican b4e." H. complains rhat rcns ofmillions will be
d€nied a rd break while wealthy will get big cuts.

It s a thcme the Wlite House r€gularly pulk from its rotatinS lisl of
mislcading objcctions lo ld cuts.

Thart only the srart of Dedocrais' kill-lhctrurh campaign. Count on
rhem to lsc narional dcbr (s.c &companying anicle), Mcdiclle, Social
S.curity a , of coue, th. childrcn to kcep your moncy.

Ifwcle to havc any hope fortd cuis, thc COP must notcave in wh.n rhc
$-warfde rhctoric heats up. h must stand fim. How?
. Th. Td Fourdation says that iD 1995 - thc lal.st year from which

fisurcs arc availablc thc top I"/o of eamefs paid 30% ot fedcrat
incomc ta,(cs. Tlal same group eamed only 14.6% of U.S. income.
The top l% w6! defincd as thos. who mal(e moG than $209,105 a

. The top 5% pay 48.8% of fcderal incomc tdes, evcn thouSh thal
Sroup madc less than 29% ofall incone. The lop 5% wa! evcryon.
who nadc mor. than 596,104 a ycar

. The lop 25% - thosc who .amed more lh& $44,147 a year - bore a
disproportionale burden. Thc top qraner paid more ihan 80% ofrhc
tax€s despit..ming lcss than 74% ofrhe incom€.

. In fact, lhc top half, which includcd everyon€ who made more than
S22,361 a year, paid a whopping 95.4% ofrhc tax€s. The top halfs
income shac was 85.5%.

Thar didr't leavc much ofa burden for rhc low€strncomc eahcrs - rhe
bottom 50%. That group paid 4.6% of rhe rdes while it took in 14.5% of thc

Only this grolp had a rax burden smaller than ils proportion ofjncome.
It doesn't Dan.r how D€mocmts and timid Republicans fmrne it. They

can t g€t away fiom on. faci inconvenicnt ro rheir demagoguery: An acros-
thc-board iax cut doesn t bencfit lhe "rich" at the cxpense of th€ poor.

Ycs, a poo! family's ta{ cut may bc only S200 whilc a middlc-clas
family might 8et S2,000 in r€liel But thafs thc diff*ence berw.en a l0% cut
on a 52,000 t3x billand a l0% cut on s S20,000 td bill.

whar makcs Denocrah' cffotu to block r$( r€licf €vcn more Salting is
lhat lhey say tax relief h unfair to those who pay no income taxes at all -
rh€y won't get any brcaks. RdSel himself €stimares the number of Deoole

l pay no income ta\cs lo be about 45 mrllion.
1et many rcceive ta'( refunds through rhe eamed-income credjt. Do rhe

Democmts r.ally want to alienate thosc who pay the taxcs on behalf of rhosc
who don't? Or ar6 theyjusl usinS ar artifice to kcep rle fir€s ofclass warfare

Wc susDect the lader.

We hope the cOP can fird the gumption this iime to push acrosrhe
board td relief th.ough Congress. Let President Cthron veto the cur if hc
docsn t like it Then let him explain to rhe 60 miltion taxpayers who bear rhc
largesr tax buden: I won't ler you keep more of whar's youls becausc
nrillions ofworke.s who don't pay taxes anyivay couldn.t g.l lhe same ta\

Ifthatt what passes as an intellcctual argument among Democrars thcse
days, then they de in big trouble.

Suddenly, The Debt Matters
Tle U.S. Treauryhas be€n caiiying debl for 164 years. Leai. it to

President Clinlon lo use it as a new cxcus. ro block rax curs forworkinp
Americans He ctaims usiDg the su|?ldr ro pay off debt would bcDcfir rh_cm
more. This may bc Clinton's biggcst whoppe. yet.

"lf wc rake ihis colnrry out of d€bt for the fiEt time since I 835, then
average pcople aregoinS to have morc money in thcirpockcls than ifwc
keep thccountry indcbl and give ihematar cur," hc rold CNBC wnh a

Inlerest nt€s aE tied to thcd€br, hc tr8ues. Cur the debr, lowcr ratcs.
Americans willsavc moneyon new rnortgagcs and rennancings.

Sounds good. Too bad hc can tback it up.
Thc datashowno link. Tak€ thc palt 20 years: Thc debt, Dowat$5.6

tlillion, has ballooncd bynearlysix timcs. Y.l longrenn intercsl rat.s have
bccn cut in halt Theyle backing innation, notthc debr.

Faced wirh such inconvcnicnt facts, Clinron baseshis claimon thc thcory
lhal gov€mment comp€tes agaiDst consuncrc whcn it bonows, th€rcby

Ev€n thc lheory i! wrong.
Govemmcnt docsn i dry up the poolofmoney when it bomws. It sclls

bonds tobuyrhinSs. Thatspcnding r.sto.es th. moncythat took likc it\
bcing crowded out. The same numbcr ofdollars arc available to l€nd.

(Ke€p in mind, roo, that govcmmenr bonows toavoid 6isin8 youl taxes
for lhe tim€ bcing.)

Just in case hi! argument doesn't fly, Clinton dispatch€d his chicf of statT,
John Podesta, to th€ aivaves ro aiSue anolhcr point. Using a big colorcha.t,
Pod.staclaimed on ABCt This Week" that the Housc's $864 billion tax-
clt plan willactually cost tdpayen $ 179 billion.

Thafs "the interesr govemment willhav€ to spend because itt Dot paying
doM th.national debt," Podesta said.

Podesta snecred that Republicans "haven't accounted" for rhat, suggesrins
that they arenlSood stewards ofyourcash. Meanwiile,he said Clinton is''th€ most fiscally disciplined presidebt wc've se.n in a long 1im€.'(Or ar
leasl since he tried lo cr€atc a $622 billion univeEal hcalrh,carc

Enou8h O&elliantripe. Bohom linc:Clinton is morc d€sp€nte than ever
to erecl hurdles to tar cuts. Wlen $€ suQlus wai thought ro be smaller, he
was effectiv€ in claiming it to save SocialSccDriry and Medicarc. Now lhar
it\ proj€cted to be huch bigg.r, h€h got io fird anew realon to bash rax
culs. Henc€,lhis bo8us debt argument.

But Arne.icans arc no fool!. Th€y krow the differencc berwc€n money in
bed from ia,( cuh and Clintont illusorybenefirs from debr curs.
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