Editorial: Trickle, trickle, trickle

November 25, 2017 — The New York Times

Of all the lies Republican lawmakers and
President Trump tell about their tax bills, the
biggest whopper is that these windfall tax cuts
for corporations and the wealthy would
generate so much growth that they would pay
for themselves.

The House and Senate tax bills probably would
provide a tiny lift to the economy for a couple
years — enough, supporters no doubt hope, for
them to cynically claim success. It’s what
comes next that the G.O.P. glosses over: the
addition of more than a trillion dollars to the
federal debt in just 10 years. Far from paying
for themselves, these cuts would leave a bill for
several future generations to pay off.
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In other words, Republican leaders aren’t just
trying to transfer money from current middle-
class and poor Americans to corporations and
the very wealthy. They are also trying to
transfer money from future middle-class and
poor Americans to corporations and the very
wealthy.

In addition, these bills would create new
incentives for businesses to move production
offshore and increase the trade deficit, which
will benefit foreign economies and hurt the
very factory workers Mr. Trump claims to
fight for.

Consider the following: The Urban-Brookings
Tax Policy Center recently concluded that the
House bill would end up lifting the country’s
gross domestic product by just 0.3 percent in

2027. The University of Pennsylvania’s Penn
Wharton Budget Model is slightly more
optimistic, but not by much: It expects the
House bill to increase G.D.P. by 0.4 percent to
0.9 percent cumulatively after 10 years and
pegs the Senate bill’s impact at 0.3 percent to
0.8 percent.

These pitiful estimates are a far cry from Mr.
Trump’s prediction that economic growth
could rise a full percentage point a year, or
more than 10 percent over a decade.

It is not surprising, then, that just one of 38
prominent economists surveyed by the
University of Chicago agreed that the
Republican tax cut would substantially lift the
economy. And all but one economist said that
the bills would substantially increase the
federal debt as a percentage of G.D.P.

This expert consensus refutes the already
thoroughly discredited arguments of supposed
deficit hawks, like the House speaker, Paul
Ryan, that the bills would energize the
economy and make it more competitive
globally.

At the heart of these bills is a cut in the
corporate tax rate to 20 percent, from 35
percent, that the administration and
congressional leaders argue will encourage
businesses to invest, hire more people and give
workers raises. They base this claim on cherry-
picked studies finding that countries with
lower corporate tax rates have had higher wage
growth, while ignoring evidence that past cuts
to the corporate tax rate in the United States
and Britain did not lead to economic booms or
higher incomes.

In fact, many business executives say that a big
tax cut would not propel them to invest and
give raises. “From real world experience | can
tell you that tax rates literally never came up in
any discussion about hiring or pay levels,”
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David Mendels, a former top executive at
Brightcove and Adobe, wrote on LinkedIn
recently. Companies invest more when they
anticipate greater demand for their goods and
services. With the economy close to full
employment and corporate profits at record
levels, it is hard to see a tax cut doing much to
stimulate investment.

At the same time, experts warn that by
lowering tax rates for foreign earnings, the
bills would encourage businesses to move
more of their operations overseas. And the bills
exempt some of those foreign profits from
United States taxes entirely. Further,
companies would be able to claim taxes paid in
high-tax countries like Japan as a credit against
profits earned in countries like Bermuda with
no corporate tax.

Economists also expect the tax bills to lead to
bigger trade deficits because the government
would be forced to borrow more to pay its bills,
driving up interest rates. Those higher rates
would prompt foreigners to buy more United

States bonds, driving up the value of the dollar.
That would make American exports less
attractive to other countries and imports
cheaper to American consumers. American
factories and their workers would become less
competitive in the global market, adding new
victims to the “rusted-out factories scattered
like tombstones across the landscape of our
nation” that Mr. Trump deplored in his
Inaugural Address.

Republicans appear to be hoping that
Americans would be so happy with temporary
tax cuts that would kick in next year that they
would look for someone other than Mr. Trump
or Mr. Ryan to blame when things didn’t work
out as promised. But if the vast majority of
serious economists are right, these bills would
bring nothing but bad news. At least three
Republican senators need to vote no to stop
that from happening. Surely there are three
such lawmakers with the integrity and decency
to stop this boondoggle.



