
Republican Pseudonomics 

They wanted a Jobs Bill, not a Spending Bill.  That, according to their Minority 
Leader, is why House Republicans to a man voted against Obama’s Economic 
Stimulus Bill. Proving that, Economics-wise, House Republicans, our own Rep. Tom 
Petri included, don’t know their biological cavities from a geological concavity. 

We’re in a severe recession. We’re in this hole because last summer’s credit market 
collapse created a lending collapse, which in turn created a spending collapse. And 
less spending means less need for producing, which means fewer jobs. So if we want 
to more quickly recover out of this mess, a government Spending Bill is exactly what 
is needed. 

If the government spends $63 billion on roads and dams and other infrastructure, 
laid off construction workers get paychecks that they spend at Target and Festival 
and on Main Street. If the states get $40 billion to prevent cutbacks, then teachers 
and state troopers don’t get laid off, so they continue to spend at Fleet Farm and 
Kohls. So then Target’s sales rise and Fleet Farm’s won’t fall, and orders for the 
products they sell increase, and recovery happens. That, Mssrs. Republicans, is what 
you’d have learned had you paid any attention back in Econ 101. 

But they didn’t want a Spending Bill, they wanted a Jobs Bill, by which they mean a 
Tax Cut Bill. Because Republicans don’t believe in Demand Side Economics, the 
solution that actually works in an economic downturn. They believe in Supply Side 
Pseudonomics, the pretense that a tax cut, preferably a capital gains tax cut, solves 
everything. 

(For example, last Fall, House Republicans voted en masse against the Bank Bailout 
package, because it wasn’t primarily made up of corporate tax cuts.  As if cutting 
capital gains will unfreeze a frozen credit system. But for them, tax cuts are not a 
targeted policy to use intelligently, they’re a religion.) 

Well, Supply Side Pseudonomics doesn’t work.  First, because our primary productive 
activities, working and saving, are extremely inelastic – i.e. price unresponsive. If 
your income taxes were 50% lower, how many more hours a week would you work? 
(Interestingly, the answer could very well be that you’d work less!) If the tax rate on 
your investment income were cut in half, how much more would you save? The 
empirical evidence overwhelmingly suggests that the answers to both questions is, 
for society as a whole, virtually zero. 

Those tax cuts that Republicans so love don’t increase how much we work and save, 
but they do change how we pay ourselves and where we invest our savings. If I’m a 
CEO, do I want to be paid with highly taxed ordinary income, or with low taxed 
capital gains income? If I’m an investor, do I choose investments favored by only a 
few tax provisions, or favored by a lot of tax breaks? 

The result is a complicated mess, of contracts written to turn this kind of income into 
that kind of income, of investment dollars flowing to their most tax favored use 
rather than their most productive use. Supply Side Pseudonomics doesn’t stimulate 
economic growth, it scleroticizes it.   

But that doesn’t matter to these True Believers. Their beloved Bush Tax Cuts, the 
ones adopted in 2001 to replace the Clinton surplus with an unrelieved string of 
deficits, are due to expire in the next year or so. Tax cut deficits during full 
employment, that have not one iota of stimulative effect, they can handle. But 
spending deficits during a recession, almost universally supported by Economists, 
they deplore. 



Well, maybe Tom Petri and his Republican colleagues need a Jobs Bill – one that has 
them looking for a new set of jobs. In this economy, without any Obama stimulus. 
Good luck to them on finding one. 


