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MYTH #7: LIBERAL TAX AND SPEND POLICIES HAVE CREATED 
DEFICITS AND DEBTS THAT ARE TOO BIG
Our taxes are too high and our government is spending too much money. Taxes are simply 
strangling our economy. And our government is nearly bankrupt. Thanks to liberal politicians 
and their ever-expanding social programs our nation is in big trouble.

REALITY:

 f A number of factors have contributed to the nation’s debt and the budget deficit. 
 f The collapse of the financial and housing markets which sparked a recession and 

caused a loss of jobs and tax revenues
 f The costly wars in Iraq and Afghanistan
 f The rising cost of the goods and services  

that the government purchases and provides 
 f Tax breaks for the wealthy which have  

reduced government revenues52

 f No one wants to saddle future generations with  
unmanageable debt. And no one wants to pay 
more taxes than they have to – especially in this 
tough economy. But while the Radical Right is 
quick to denounce the federal debt and trumpet 
fiscal responsibility, they are happy to add to the 
nation’s debt by providing tax breaks for the 
wealthy and tax loopholes for corporations. 

 f The Radical Right argues that cutting taxes for 
the rich means they will spend more of their 
money – increasing consumption and improving 
the economy.  While middle and lower income 
families may spend their tax savings on goods 
and services they need, there is little evidence 
that the rich will spend the extra money in ways 
that will boost the economy.  The Radical Right 
also argues that cutting taxes for corporations 
means they will make more money and hire 
more people.  But Corporate America is just as likely to invest savings abroad and create jobs elsewhere. 
Radical Right tax policies are outright gifts to the wealthy and to Corporate America that reduce public 
revenues and exacerbate the financial crisis. 

 v Cost of tax cuts to the rich: over $60 billion in 2011 
 v Cost of subsidies to businesses: $365 billion per year53   
 v Cost of federal tax loopholes in 2010:  $1.05 trillion54 – that’s more money than the Federal 

government collects from all individual income tax returns ($900 billion)55 



21

 

2010 estimates  

Cost of tax loopholes to 
federal government  

Revenues to be collected by the 
federal government from all 
personal income taxes 
 

$1.05 trillion  $900 billion  
 

 f But the financial crisis provides the Radical Right with what one conservative columnist called a “golden 
opportunity”57 – a chance to undermine unions and defund social programs. In New Jersey, for example, 
Governor Chris Christie vilified public sector workers – teachers especially – and used the budget deficit 
as an excuse to both cut programs and to stop paying money the state owes to the employee pension 
fund. These strategies are having a devastating impact on middle and lower income workers, their 
families, and their communities.  

In Arizona, 1 million low income residents lost access to Medicaid services, and the state stopped paying for organ 
transplants; Washington State cut benefits to 41,000 physically and mentally incapacitated individuals, leaving them 
just $258 per month. Hawaii shortened the school year by 17 days. Newark laid off 13% of its police.58 Oregon eliminated 
in-home care services for residents with Alzheimer’s disease; Georgia increased college tuition by $500 per semester; 
Colorado cut public school spending by $400 per student.59 And states are still facing staggering deficits.

 f It’s not simply that government debt and deficits are too big, it’s that the revenues that come into 
government coffers from corporations and the wealthy are too small. There are plenty of services that 
government should be providing, but simply can’t because the most privileged in society just aren’t 
paying their fair share. 

A BETTER PLAN
Increase revenues by returning to a more progressive tax structure – like the one we had before the Radical Right 
began to dismantle it. 

Returning the top 400 income earners to the 1955 tax rate would generate an additional $35.9 billion a year – from 
these 400 individuals alone!!! 56 
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The Real Deal
The riCh Are very riCh And sTill geTTing riCher –  
And They’re noT PAying Their fAir shAre

 f Over the past 30 years, family income for people in the middle income bracket increased only modestly 
and the income of the poorest fifth of the population actually declined. At the same time, income for the 
richest 5% of our population increased an astounding 73%.60  
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 f And the share of the nation’s total income declined for each segment of the population except those in 
the top fifth of all income earners.62
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In 2010, hedge fund manager John Paulson netted $5 billion – which amounts to $2.4 million an hour. 61
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 f While annual income is highly concentrated in the hands of a few, total wealth is even more 
concentrated. The wealthiest 1% of the American population holds 36% of the total national wealth. 
That is over one-third of all the consumer durables (such as houses, cars, and stereos) and financial 
assets (such as stocks, bonds, property, and savings accounts). The richest 20% of Americans hold just 
over 87% of the total household wealth in the country.63 That leaves, eighty percent of the American 
population with less than 13% of the nation’s wealth.64

 

 

 f Taxes on the rich have decreased dramatically over the past 50 years. All through  
the 1950s, including the Eisenhower term, the top income tax rate was 91%. It 
stayed at or above 70% until 1980.The Reagan era tax cuts provided the wealthy 
with a huge windfall, as did the Bush tax cuts of 2001 and 2003, which have been 
extended under the Obama administration. The estate tax for the wealthy declined 
dramatically too – from 77% in 1960 to 35% today.66

shAre of ToTAl WeAlTh: U.s.
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There are nearly 400 billionaires in the U.S. today. More than three dozen of them are worth 
more than $10 billion each.  It would take the typical American (earning $49,568 and spending 
absolutely nothing at all) a total of 20,174 years (or approximately 298 lifetimes) to earn just 
$1 billion.65
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year Personal income tax rate for 
highest tax bracket

estate tax rate for 
highest tax bracket

1960 91% 77%
1980 70% 70%
2000 40% 55%
Today 35% 35%

 f Cuts in income and estate taxes have been coupled with reductions in the capital gains taxes (reduced 
from 22.5% in 1990 to 14.2% in 2010). This has been a great boon to America’s superrich, since many of 
them claim much of their income as capital gains. By calling their income capital gains, they’re taxed at 
only 15%, instead of the 35% rate they would have had to pay on “earned income.” Estate taxes too, have 
been greatly reduced – another boon to the wealthy. 

 f While taxes have been reduced for everyone over the past decade, those cuts have benefited the wealthy 
much more than anyone else. The total value of tax reductions from 2001 to 2010 was nearly $2 trillion.  
The top 5% of all earners received 40% of that money.  

how much money did the tax cuts put in your pocket?
Average federal tax reduction from the 2001- 2006 tax cuts by income group of taxpayer in 2010.

Top 1% $97,440
Top 20% $11,286

Middle 20% $1,149
Lowest 20% $74

 f And when taxes are cut, fees for public services often go up to make up for the shortfall in revenues.  
That means higher college tuitions, higher transit fares, increased tolls, and a host of other expenses 
(taxes really) that fall most heavily on those who can least afford them. 
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 f The recent extension of the Bush tax cuts resulted in lost revenues of $98 billion a year from the cut to 
the top 5% of income earners alone.67  

 f How much do the rich pay in taxes to our state and local governments? As a share of their income, the 
rich pay less than half of what the lowest income Americans pay. 

Average state and local taxes paid as share of family income68

income group lowest 20% top 1%
Sales and excise 7% less than 1%
Property taxes 4% 1%
State/local less than 1% 4%
Total 11% 6%
Total after federal offset69 11% 5%

 
ComPAnies Are mAking enormoUs ProfiTs BUT noT  
PAying Their fAir shAre

 f Corporate profits have increased from $327 billion (in 2010 dollars) in 1960 to $1.3 trillion today.70 

 f The money received by government from corporate income taxes today is less than a third of what it 
used to be in the 1960s.71 

Where does The government get its money?72

1960 2005 2010
Sales and excise taxes 13% 4% 3%
Social Insurance/retirement 16% 38% 41%
Corporate income taxes 23% 11% 7%
Individual income taxes 44% 44% 43%
Other 4% 4% 6%

 f The federal tax rate on corporate profit is supposed to be 35%, but big companies pay high priced tax 
lawyers to develop elaborate (and sometimes, not so elaborate) tax avoidance schemes. One study of 250 
profitable companies over a two-year period found that more than a quarter of those companies avoided 
federal and state taxes (costing taxpayers $217 billion), and a third escaped federal taxes altogether – 
even as they were reporting billions of dollars in profits.73 

 
The Carnival Corporation wouldn’t have much of a business without help from various branches of government. The U.S. 
Coast Guard keeps the seas safe for Carnival’s cruise ships. Customs officers make it possible for Carnival cruises to travel 
to other countries. State and local governments have built roads and bridges leading up to the ports where Carnival’s 
ships dock. But Carnival’s biggest government benefit of all may be the price it pays for many of these services. Over the 
last 5 years, the company has paid total corporate taxes – federal, state, local and foreign – equal to only 1.1% of its 
cumulative $11.3 billion in profits. Thanks to an obscure loophole in the tax code, Carnival can legally avoid most taxes.74
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 f Companies use their wealth and influence to insure legislation and tax policies  
that are in their favor.        

 
 
 
 

 f Some economists argue that a fixation on tax avoidance is detrimental to 
companies themselves because they make decisions based on tax breaks 
rather than on what is the most efficient investment of their resources. 
Airlines buy more planes than they need, energy companies drill more wells 
than they need to – all because there are tax advantages in doing so. That’s not  
exactly a model of capitalist efficiency.  

 f Companies  use a host of tricks to avoid paying their fair share – including transferring profits to offshore tax 
havens. Whatever the method, when Corporate America pays less in taxes, the rest of us pay more. 

A few years ago, the energy industry coughed up $50 million for political spending to 
influence pending legislation. When the energy bill was signed into law, it contained 
more than $50 billion in tax breaks and subsidies for oil, coal, and gas industries, while 
doing little to reduce U.S. dependence on fossil fuel.75  

Aswath  Damodaran, New York University professor of finance, warns, “Companies should be making investments based 
on their commercial potential, not for tax reasons”.76
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CorPorATe WelfAre is BUsTing oUr BUdgeT

 f The  U.S. treasury is also being depleted by tax incentives and bailouts – outright gifts really – the 
government provides to corporations that are supposedly aimed at creating or saving jobs. 

 f Tax breaks are often provided by communities  
desperate for economic development. But  
such sweeteners are often major boondoggles.   

GE is considered one of the best tax avoiders in the world.77  During the mid-1980s to mid ‘90s the company paid roughly 
30% of its profits to taxes. Last year, despite $10.3 billion in pretax income,  GE paid absolutely nothing to Uncle Sam.78 
Nothing, Nada, Zilch. The company’s CEO, Jeffrey Immelt, was recently appointed to head President Obama’s Council on 
Jobs and Competitiveness, which is expected to suggest changes to the corporate tax code.  

“The City of Philadelphia ponied up $307 million worth of incentives to persuade Kvaerner ASA, a Norwegian global 
construction company, to reopen a section of Philadelphia’s moribund shipyard. That created 950 jobs that paid around 
$50,000 a year – not bad, until you calculate the cost to taxpayers: $323,000 per job.”79
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 f Tax breaks for big companies like Walmart, Lowes, 
and Target give them an enormous advantage over 
local family businesses that don’t get these kinds of 
breaks. The result: small local companies go out of 
business.

 f  It’s estimated that corporate boondoggles cost U.S. 
taxpayers more than $50 billion a year.81  That’s $50 
billion that is not going to schools and hospitals, or for fire and police protection.

 f  And while some government bailouts of companies actually save jobs and protect the middle class, 
others like the recent financial bailout did little to alleviate the real problems and in many ways made 
matters worse. Multi-million dollar bonuses are back and the big banks have emerged bigger and more 
concentrated than ever. 
 
 
 

Between 2004 and 2006, the sporting goods 
chain Cabela’s collected more in subsidies from 
the town of Hamburg, PA ($292.7 million) 
than it made in profits ($223.4 million). That 
amounts to approximately $8,000 for every 
man, woman, and child in town.80 
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ClAss WAr
Recent attacks on workers, unions, and government, are only the latest salvo in a one-sided class war being 
waged by the Radical Right (and their corporate sponsors) on poor, working, and middle class communities. 
Deliberate, concerted and well financed efforts over the course of the past 30 years have weakened unions, 
dismantled the nation’s progressive tax system, and undermined public oversight and regulation of industry. 
All of these efforts have led to an unprecedented concentration of wealth in the hands of a 
few. And deregulation has led to a financial crisis that has had 
disastrous results on the U.S. and the global economy. A 
recent Congressional inquiry into the financial crisis 
concluded not only that the crisis was avoidable, but 
that it was caused by widespread failures in government 
regulation, intense corporate lobbying for deregulation 
on the part of industry, corporate mismanagement and 
ineptitude, heedless risk taking (by Wall Street), and 
greed and criminal activity by the “captains of finance.” 82  
Driven by greed and wrong-headed ideology, these efforts 
have caused the suffering of millions.

A fAir deAl
Unions and other progressive groups have lots of ideas about how things could be different and better. These 
ideas are not very popular with corporations and the wealthy, but they will generate more tax revenues and put 
people back to work delivering the goods and services people need and want.  How? 

 f Return to the Eisenhower or Nixon-era tax rates for the very rich (70-90%)

 f Raise corporate taxes and close corporate loopholes

 f Tax financial transactions. That is, levy a tax on the purchase of stocks and more exotic financial 
products like credit default swaps, options, and futures.83 

We need a Fair Deal – that is, a set of government programs that would create, rather than eliminate, decent 
well-paying jobs. A Fair Deal will put people back to work repairing our roads and bridges, expanding mass 
transit, and caring for our children, the sick and the elderly. A Fair Deal will ensure decent wages and benefits for 
everyone and protect every worker’s rights to organize. It will rebuild our communities by providing improved 
public services and expanded public works. And like the New Deal of the 1930s and 40s, it will protect our 
economy, our environment, and our communities by providing real limits on what corporations can and cannot 
do. 

England, Japan, and a host of other countries have a financial transaction tax. While critics say that such a tax would 
reduce the amount of financial trading, many economists think reducing the amount of short-term speculation that 
destabilizes the economy is a good thing.84 Based on current trading volumes, economists estimate that a financial 
transaction tax would raise $353 billion a year.85  We pay 6 to 8% sales tax on necessities every day, but there is zero sales 
tax on daily purchases of billions in stocks and bonds. 86
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yoU Choose

let ge get away with Murder   
OR   Collect taxes from GE (value: $3.6 billion)  
AND  Build 590 new elementary schools (cost: $3.6 billion)

let the rich get away with Murder     
OR  Restore taxes on those making more than $200,000 per year to pre-Bush tax rates (value: $34 billion)
AND   Double the federal allocation for cancer research ($5 billion),  

+ Double the federal budget for Veteran education, training and rehabilitation ($8 billion), 
+ Double international development and humanitarian aid ($19 billion) 

let Wall street get away with Murder  
OR  Tax financial speculation (Value: $353 billion) 
AND  Double the federal budget for early childhood education ($11 billion), 

+ Double the federal budget for elementary education,  
 + Double the federal budget for high school education (combined $73 billion),  

+ Double the federal budget for higher education ($20 billion),   
+ Double the federal budget for job training for unemployed and new workers ($4 billion) 
+ Double the federal budget for PELL grants to insure access to higher education ($17 billion)  
+ Double the entire federal budget for Urban Development ($48 billion) 
+ Double the federal budget for energy conservation ($5 billion)

 + Double the federal budget for disaster relief ($11 billion)
 + Double the federal budget for the Food and Drug Administration and cut user fees in half ($3 billion)
 + Double the federal budget for the Centers for Disease Control and Prevention ($7 billion)
 + Double the federal budget for health research ($31 billion)
 + Double the federal budget for housing for the elderly and the disabled ($2 billion)
 + Double the federal budget for community development ($10 billion)
 + Double the federal budget for rural development ($1 billion) 
 + Double the federal budget for both community based anti-crime initiatives and the investigation  

 and prosecution of violence against women  (combined: $4 billion)
 + Double the federal budget for housing assistance ($59 billion) 

+ Allocate $3 billion (three times the current rate) for Highway Safety to reduce fatalities  
 and injuries on public roads

 + Allocate $23 billion to improve the quality and reduce the cost of public mass transportation 

let corporate america get away with Murder  
OR  End Corporate Subsidies (value: $365 billion)87

AND   Double the federal budget for the investigation and prosecution of financial fraud ($1 billion)
 + Double the federal budget for the support of small businesses ($1 billion)
 + Double the federal budget for consumer and occupational health and safety ($4 billion)
 + Double the federal allocation for environment protection ($10 billion)
 + Double the federal budget for tenant based assistance ($18 billion)
 + Double the federal budget for public housing ($7 billion)
 + Provide 10 million homeowners with sliding scale grants to purchase ($60,000) solar panels   
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 (average grant $30,000) to reduce homeowners energy bills, offset global climate change,   
 and reduce the nation’s dependency on oil ($300 billion)

continue the slide away from progressive taxation 
OR   Restore the 1955 effective (not the written) tax rate to those making more than $2 million  

 per year (value: $202 billion)
AND  provide federal funding to the states to cover all budget shortfalls in the coming year ($112 billion)88  

+ increase federal grants to state and local governments by 15% ($98 billion)

continue to ignore the tax code and provide jobs for high priced tax attorneys and tax accountants
OR  Eliminate just half of all tax loopholes (Value: approximately $600 billion)
AND   Create 7.4 million private and public sector jobs with union wages and benefits – that is,  

 enough jobs for everyone who is currently officially and unofficially unemployed  
 ($558 billion)89 
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