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In opposing Bush's $1.6 trillion tax cut plan, critics have centered on the size and perceived inequity of the Bush plan. The inequity arguments have become increasingly disingenuous, however. Critics would have us believe that only the rich will get any significant tax break. Paul Krugman, for instance, writes that the plan only "pretends that it is offering broad tax relief for working families." In the same vein, according to the liberal Citizens for Tax Justice (CTJ): "Bush has claimed that under his plan, the "average" family would receive a tax cut of $1,600. However, this claim is misleading." They point out that 90% of taxpayers would receive less than $1,600 and that the average single person would receive only $250. They imply that Bush's "average" is misleading. 

Claims like the CTJ's would make one think that Bush had cited some obscure group that few people belong to in order to actually find middle-income people who get any significant tax cut. The CTJ's clear intention is to convey that "average" folk get very little. It's frankly odd that CTJ would express surprise in Bush's template household. After all, traditional families have been a bipartisan focus of tax policy for a long time. Sure single childless people receive less in the Bush plan; they also are more likely to be renters who don't get mortgage deductions. This is just what happens when one focuses on targeted tax cuts--which happen to be the preferred delivery mechanism of congressional Democrats by the way. 

Let's do some simple calculations. The fact is, a married couple with two children gets $1,000 in reduced taxes from the doubling of the child tax credit. They also get their tax rates cut (as everyone does). Throw in a couple of hundred dollars in marriage penalty relief and the $1,600 figure Bush gave seems pretty reasonable. An opinion piece by Eric Alterman on MSNBC is illustrative of the off-target slant that some analysts are taking. In the middle of his piece railing against Bush bringing out "a bunch of middle-income folks who would allegedly benefit from his plan," there is an interesting analysis done by the Chicago accounting firm Pitt, Ryan & Linnear, Ltd. The findings of the analysis are such: a working married couple with combined income of $55,000 (median family income in the U.S. is $50,000 by the way) and three kids sees their tax bill fall from $3,454 to $100, a 97% reduction. That sounds like real money to me. 

Obscuring the benefits of a tax cut is reminiscent of the Social Security privatization debate that raged last year. Critics rightly pointed out that one could not compare the supposed returns on Social Security that privatization advocates calculated with average returns on, say, stock mutual funds for numerous reasons. Privatization advocates were correct that people could get higher returns, but they vastly exaggerated the differential. Rabid tax cut opponents are guilty of the exact same thing by making their case by perpetuating the fiction that only the rich benefit from the Bush plan. 

There has been a surprising shift in public opinion with regard to the appropriateness of a tax cut. It is illustrated by such things as the surprisingly broad support for the repeal of the estate tax. While I personally think full repeal of such a tax is a bad idea, rigid tax cut opponents deceive themselves if they think the only reason the public supports the idea is that they don't have the facts. One of the most memorable moments in last year's presidential debates was when Bush essentially answered Gore's claim that most of the tax cut goes to the wealthy by bluntly pointing out that the wealthy pay most of the taxes. 

Critics also do their best to paint the size of the cut in its worst possible light. For instance, Krugman writes of the "$1.3 trillion number you heard about during the campaign, which has since grown to $1.6 trillion." This is disingenuous. It is true that one of the legitimate criticisms of the Bush tax cut is that because the reductions are so heavily backloaded, the costs tend to rise quickly in the so-called out years beyond the 10-year horizon. However, the $300 billion increase that Krugman alludes to simply results not from any change in the plan, but a shift in the 10-year forecast horizon from 2001-10 to 2002-11. This same mistake was made in much of the press coverage of the new CBO surplus numbers. About half of the supposed $1 trillion increase from the last projection resulted from simply shifting the 10-year projection forward a year, not from changing any fundamental assumptions. 

Another word about cost should be included. In order to make the costs seem as large as possible, critics are sure to include interest costs; less debt paydown results in higher interest rates and more debt to be serviced at that higher rate. There is nothing dishonest about this, and this is the standard way to score spending and tax changes. Still, one can argue that if you include estimates of the increased interest, it is only fair to at least concede the possibility that there will be moderately faster growth if the tax cuts improve economic incentives. This needn't be a tortured supply-side argument that tax cuts pay for themselves. It is simply an acknowledgement that just as we cannot forecast surpluses and interest costs with any level of precision, such numbers should be accompanied by discussions of upside as well as downside risks. 

Now there is nothing inherently wrong with presenting one's argument in the best light and ignoring the other side. The problem is that at a certain point critics cease to be analysts and instead become advocates, breathlessly shilling a point of view. All this is fine from advocacy centers such as the Citizens for Tax Justice, but is ironic when coming from writers who spare no opportunity to criticize politicians they disagree with for using convenient arguments. Some writers sound an awful lot like politicians, don't they? 
