U.S. Economy—2006

Pete Bohmer, 12/1/06

Neoliberal SSA since 1980’s

Not challenged by Clinton, Democrats

focus on free trade, WTO, cutting government deficit,  

some improvement in equality, real wages, last few years, 1998-2000—stock market boomed, some increase in wages, decline in poverty, unionization continued to decline
 Bush Jr. years, 2001-2006

   1. Neoliberal unilateralism—growing power of finance, Wall Street. In 1965, manufacturing profits were three times financial. Now financial profits are three times manufacturing profits. 

see: Fred Magdoff, Debt and Speculation Explode, Monthly Review, November, 2006) 
   2. Major tax cuts, extremely skewed towards wealthy, $860 billion , 2001-2010, over ½ to top 5% of income distribution—reduced taxes on capital gains, dividends,  high tax brackets, estates.
    3. Recession in 2001-2002, decline in jobs until early 2004—stock market decline—although growth in jobs, 2004 to mid, 2006. . Growth in jobs but still less than in previous expansions.
        4. Growth in productivity and profits but not real wages. Profit rate growing but not back to mid 1960’s levels—productivity growth close to 3% per year.
   5. Income and wealth have continued to get more unequal—before and after taxes—most of gains of top going to very high income earners, both wages and salaries becoming more unequal; Property income is growing as per cent of total income furthering inequality.  Growing property income in interest, capital gains.
     6. Large government deficit, $300 to $400 Billion per year—large growth in military                      spending, $500 billion per year.  Costs of Iraq war-direct, $300 billion. Estimates by Linda Bilmes and Joseph Stiglitz  in 2006 of total costs of 1 to 2 trillion dollars in 2006. Stiglitz claims this estimate is low, doesn’t count cost to Iraqis—many times higher. 

     7. Trade deficit—approaching $700 billion yearly, imports 50% greater than exports,                        instability as dollars accumulate  in other countries. 50% plus of oil imported.

     8.  Expansion in output from  2003-2005 fueled by housing expansion spending, growing debt, personal savings negative in 2005—no trickle down, more jobs but poverty has continued to grow, wages for majority   have fallen—1% holds 57% of corporate wealth. In 2006, slow down of growth—major housing decline. Manufacturing output decline, 2nd half of 2006. As Paul Krugman points out in December 1, 2006 NYT many signs of a recession in 2007.  Very little growth in late 2006. Unemployment will increase in 2007, real possibility of a serious recession in 2007 or 2008.  
     9. Manufacturing employment has continued to decline, black/white unemployment rates more than 2 to 1; poverty rate has increased to  12%;  higher for Latino, Black, Native American, single parent families—huge rural poverty, disproportionately dieing in Iraq. Growth of part-time employment. Decline of manufacturing has had a particularly negative impact on African-Americans.  
    10.  Declining union membership although growing attempts to organize. Decline in benefits-move to defined contributions from defined benefits, continuing growth of population without health insurance, 50 million. 
    11. Globally—neoliberalism is under attack, Latin America—response by World Bank—neoliberalism with a human face;  or Stiglitz, control capital flows, some role for Keynesian expansionism—more to the left-Venezuela—social movements—Bolivia, Argentina, Ecuador.
      11a. Domestically--growing calls for single health payer, anti-privatization. Global justice movement, WTO is hanging on. High unemployment rates in most countries. 
    12. Women’s growth in labor force has stopped. Median earnings are ¾-80%  of men

    13. Denying global warming, deregulation of business, anti-environment, Growing mergers. again this year—probably highest ever, e.g. airlines.
   14. Continued growth of immigration
   15. Ideology of opportunity society—health savings accounts, 401—ending of social wage, schools and vouchers, housing as up to individual although defeat in attempt to privatize social security
Instability—possible run on the dollar, (dollar has been declining in value but not collapse); would lead to interest rates going  up;  possible collapse of housing. Further decline in U.S. economy would occur as dollar drops significantly. Cutback in investment if interest rate rises, U.S. must make trade more equal, increase exports and decrease imports.  

Overall-growth of different types of debt

1. Consumer debt—mortgage and credit card, some of it is financed by higher value of houses, second mortgages, etc. negative personal savings, 13% of disposable income on servicing debt.
Has stimulated demand, consumer goods, housing.

2. Business Debt.-some of it to finance merger boom. Many corporations bought by investment firms, leveraged buyouts. Far less than proportionate increase in productive investment.
3. Government Debt, growth under Bush although maybe an overstated problem

4. International debt—most serious
Instability—growing debt is held by foreign banks, institutions—England, Japan, China

Has permitted high level of imports,

Overall-growth of instability—Jobs less secure; growth of individual debt;  Benefits under attack—40% really struggling, 20% with relatively few income problems and have savings; 
40% getting by but not secure.
     Possibility of collapse of financial bubble—not necessarily a crisis. 
What to do?

Democrats will do little, possibly push to reduce government deficit which I snot main problem,. Will raise minimum wage which is good but totally insufficient to address serious problem of poverty, environmental crisis, decline in public services and living wage jobs.

Strategy: reduce cost of job loss, increase bargaining power of workers, increase social wage.
Build and work in movements for economic and social justice including social movement unions: 

Organize and support social movements for free and quality:  health care, education, child care; 
Reduce work week at  full pay; controlling capital, nationally and across borders,  and fair trade, for a living wage, progressive taxes;  decommodifying basic goods, guaranteed income,  together with high employment, affirmative action, worker control, environmentally sustainable production and more public space, public parks, public mass transit, housing, etc.  
See: Fred Magdoff, Debt and Speculation Explode, Monthly Review, November, 2006 

