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The new House Republican majority has rolled up its sleeves and set to work on cutting the federal deficit. 

Unfortunately for the rest of us, their actions so far are a textbook case of bad economics and bad politics. Here 

are some of the lowlights up to now: 

1. Ignore the state of the economy. Right now, while we are still in a shaky recovery from the recession, is 

the wrong time to cut federal spending. The deficit is high partly because of the recession, which reduced tax 

revenues and increased spending via the much-needed stimulus program. Reducing spending now would be a 

drag on the economy, something we learned only too well during the 1930s. Now is the time to commit to 

spending reductions next year when the private sector is healthier. 

2. Don' t trim the budget, tilt it. Even a cursory review of the spending cuts shows that the targets are 

ideological and go way beyond reducing the size of the federal government. The programs on the chopping 

block aren't notably poor performers. Rather, they are disproportionately programs that assist the poor, the 

vulnerable, and even the middle class. Family planning and teen pregnancy prevention funding? Gone. Food 

aid for poor pregnant women and women with children up to age five? Gone. Funding for the Americorps 

national service program? Gone. Pell grants for low-income college students? Cut way back. Even spending for 

the new Consumer Financial Protection Bureau and the SEC has been cut. Doesn't anyone remember the 

financial crisis? 

3. Cut now, spend more later. Does anyone seriously think that cutting spending for family planning and teen 

pregnancy prevention will save money in the long run? What it will do is increase unplanned pregnancies, teen 

births, and abortions, along with all the social costs associated with those things. Is that what we want? Smart 

budget cutting recognizes the value of investment in people and preserves programs that do that well. 

4. Raise ideology over science. The budget cuts include prohibiting the EPA from imposing regulations 

curbing emissions of gases that cause global warming. Ignore for the moment that this has nothing to do with 

the budget or the deficit. Can it really be true that the Republicans as a group dispute the strong evidence of 

climate scientists around the world about the perils of global warming? Dealing with our country's contribution 

to global warming -- i.e. Protecting the Environment -- is exactly what the scientists and policymakers at the 

EPA should be doing. 

5. Take taxes off the table. No serious analyst of the deficit believes that it can be reduced without eventually 

increasing revenues. But the Republicans won't even consider that. 

It is important to understand that not all taxes are harmful to the economy. As Cornell economist Robert Frank 

recently pointed out in the New York Times, some taxes improve the performance of the economy even as they 

raise revenues. This is true whenever the price that the market sets for a good or service fails to include all the 

costs involved in its production and consumption. These so-called negative externalities -- the most prominent 

examples are pollution and congestion -- cause the market to produce too much, because the price doesn' t 

reflect all the associated costs. Economists have known for a century that in this case taxes can produce a 



better result, reducing, for example, pollution from those who can do so most cheaply and collecting revenue 

from those who cannot. That' s a "win-win" situation for the economy. 

And, yes, we do need to consider a modest increase in income taxes for the very wealthy -- for example, those 

with annual incomes over $1 or $2 million. The U.S. has seen a truly unprecedented increase in income 

inequality, fueled by stagnant income growth for lower and middle income workers and huge increases for the 

wealthiest. In 2007, the top 1 percent of U.S. households reached an income share not seen since 1928. I am 

happy for their good fortune. Asking them to share a small bit of it with those less fortunate so we can continue 

to provide family planning services, food assistance, and college tuition aid, is very little to ask. It will not 

destroy the economy. 

There is no question that the persistent structural deficit does need to be addressed, especially the big ticket 

items like Medicare, Medicaid, Social Security, and defense spending. But let's do so in a measured, reasoned 

way, not in a way that is likely to do more harm than good. It's time for the Republican House majority to tone 

down the rhetoric and exercise some rational thinking. 
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