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260 West Exchange Street, Suite 306

Providence, Rhode Island 02903

Telephone 401-274-4940

Facsimile 401-274-4941

rinasw@aol.com
March 25, 2008

To: House Finance Committee

RE: In support of H-7950 An Act Relating to Taxation- Economic Growth and Fairness Act of 2008

Dear Committee Members,

Since the passage of the 16th Amendment the American system of income tax has been based on the idea progressivity. The National Association of Social Workers- Rhode Island Chapter has always been highly supportive of the progressive nature of the income tax system. There are three arguments that come to mind when thinking of the justification for this type of income tax system. 

· Firstly, those who benefit most from the economic system have the most to lose as a result of the collapse of the system therefore they should pay the most to protect their property. 

· Secondly, the wealthiest individuals are better able to pay and have more disposable income than those with lower incomes. The increased level of taxation will not force the wealthy to go without a meal as it would the poor. Therefore, they should pay more.

· Third, and arguable most importantly from the social work perspective, is that the concept of social justice supports progressive taxation. 

In order to reduce inequality in a society, redistribution of income in the form of transfer payments is necessary. The wealthy provide a solid source of revenue for the programs that are needed to lift people out of poverty and therefore they should pay a higher proportion of their income in taxes to help ensure a minimal standard of living for all.

All three of these rationales are rooted in a communitarian perspective of public policy. This perspective has its grounding in the idea that “we are all in this together” and as a result our individual destinies are inextricably linked to each other’s. It also stems from the realization that in order to achieve the maximum benefit for the maximum number we should seek a “non-zero” sum solution to our economic problems instead of a zero-sum solution. In other words, in order to achieve the more perfect union that our forefathers spoke of, we should enact public policies that ensure universal benefit, instead of benefit for only the few. By preserving the progressivity of the tax code we maintain stability and social order and increase our standard of living across the board- instead of just at the top of the social ladder. 

Despite the effectiveness and success of this domestic public policy throughout the early 20th century, those who would rather reap benefits on themselves at the expense of the majority have continued to rally against it. The coalition gained support for their cause by peddling a false belief that we could reduce taxes while simultaneously increasing spending and somehow miraculously end up with a budget surplus. This economic “theory” never came to fruition. Instead it simply shifted the tax burden on to the poor and middle classes and as a result we have become a more unequal society.

In addition, as a result of these libertarian policies we have become a society plagued by structural budget deficits and a growing national debt. The reason that we maintain these deficits instead of simply cutting spending is because our citizens have come to expect a certain level of service from the government. The “starve the beast” rational for running budget deficits will not play out in 21st century America. We have come to depend on and expect a certain level of service from our government, and this will remain unchanged. It is time that we take a hard look at the services our citizen’s desire and truly tell them what it will cost to maintain those services. Further, it is time we shifted the tax burden away from those with the least and back to those who have the most. 

In Rhode Island this same shift away from progressivity has played out in the sate tax code. And have we reaped great economic benefits as a result? Have our state finances steadily gotten better over time? Have all of the tax breaks that we throw at corporations helped Rhode Island (who ranks near the bottom on corporate taxes collected) become a trend setter- a state whose GDP grows at a faster rate than the national average? No. Much to the contrary, Rhode Island has seen our state’s budget fall into a cyclical and structural deficit, and our state’s economy is in stagnation and arguably recession.

The libertarian response up to this point has been simply to do more of the same. Tax cuts for the wealthy and tax increases for the poor and middle class. Despite the failure of any economist to produce evidence that tax cuts for the wealthy actually translates into increased jobs in the economy and increased growth, the forces of libertarianism press on. Despite the failure of Reaganomics to produce its desired effects and the realization that it is not grounded in sound economic analysis the “theory” continues to be advocated for. In fact, despite growing evidence that the best way to address an economic downturn on a state level is to increase taxes on the wealthy instead of cutting transfer payments to the poorest members of a society, the libertarians press on. This libertarian agenda of ensuring the maximum benefit for the fewest number in pursuit of their zero-sum goal does not result in a more prosperous society, but a more unjust and unequal society. 

Despite all of the evidence from the past twenty years that libertarian policies fail to live up to their claims and in fact make us worse off as a society, the political winds seem to still be pushing in that direction. However, Rhode Island has an opportunity to change the direction of those winds and make our state better off for everyone as a result. We have the opportunity to reverse the process of falling into deeper and deeper structural budget deficits by closing loopholes in the tax code and making the tax code more progressive and less regressive. House Bill 7950 reverses twenty years of failed economic policy and will help address the growing budget deficit that plagues our state and will continue to plague our state into the future if left unaddressed

On behalf of the National Association of Social Workers- Rhode Island chapter I urge you to support H-7950. As a state we cannot continue to support economic policies whose costs far outweigh the benefits. I urge you to truly think about the well being of all Rhode Islanders and not just the wealthiest 1 or 2 percent before coming to your decision. Base your decision on empirical facts, not on an invalidated “theory” of economic ideology. Fiscal responsibility means addressing the true cost of government and making sure you have the necessary revenues to provide the services that the citizens desire. Please join me in supporting this sound economic policy that will lead to a healthier and fairer Rhode Island for all in our pursuit of a more perfect union. If you have any questions about this testimony are would like to know more about the position of the National Association of Social Workers- Rhode Island chapter I can be reached at rinasw@aol.com or on by phone 860.271.5006. Thank you so much for your time.

Respectfully submitted,

Charles S. Plungis

NASW-RI Representative

