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Sometimes we say that the
cure is worse than the
disease. This could well

be true of the proposed solu-
tions to the “fiscal cliff.” The
fiscal cliff is the combination
of higher taxes and spending
cuts set to go into effect Janu-

ary. These
represent
about 3.5
percent of
Gross Do-
mestic Prod-
uct (total

output), split roughly equally
between spending and taxes.
This is a sizable hit to a US
economy in a very fragile re-
covery.

Yet it has been made neces-
sary to counter the spending
excesses and associated large
deficits unleashed by Congress
starting in 2009; deficits that
remain at post-World War II
highs even when adjusted for
the effects of the Great Reces-
sion. This spending remains
unchecked thanks to the fail-
ure of the Senate to pass or
even propose a budget since
that time. The debt now ex-
ceeds 100 percent of GDP,
enough to create economic
stagnation. Some future tax

revenue will have to be di-
verted to make higher debt
service payments and won’t be
available to pay for govern-
ment programs.

What is an economy to do?
The painless way to shrink the
budget deficit is to grow the
economy. This requires a
smaller government and low
taxes as numerous economic
studies have shown. This is
why the International Mone-
tary Fund recommends that
countries reduce deficits by
cutting government spending
by $3 for every $1 of tax reve-
nue increase. However, nearly
all European “austerity” plans
rely primarily on tax in-
creases, thus throwing their
economies into deeper reces-
sion (with lower tax revenues).
President Obama proposes to
do much the same. His propos-
al is to raise $3 in tax revenue
for every $1 in spending cut,
virtually ensuring a near term
recession and economic stag-
nation, with associated lower
tax revenue, in the future.

The Democratic Party’s
fixation with raising taxes on
the rich is more about “fair-
ness”; indeed, Warren Buffett
describes this as “raising mid-

dle class morale” rather than
closing the deficit. Eliminating
the Bush tax cuts on house-
holds making over $250,000
($200,000 for individuals)
raises enough to pay the deficit
for about two weeks. This mo-
rale-raising maneuver is likely
to prove expensive to the non-
rich as well, since a tax rate
increase falls heavily on small
businesses. Ernst and Young
estimates eliminating the Bush
tax cuts will reduce employ-
ment by 700,000 jobs. Tax rate
increases can even result in a
loss of tax revenue. This was
the experience of U.K. when it
raised tax rates from 40 to 50
percent in 2010. France is cur-
rently experiencing a flight of
young ambitious business peo-
ple since it raised its top tax
rate to 75 percent.

Tax policy in the United
States could be improved in
ways that generate more reve-
nue. Nearly half of the possible
personal income tax base is
protected by loopholes and
exemptions. These discourage
the work, initiative, innovation
and investment needed for
economic growth.

Eliminating deductions
raise revenue and can allow

tax rates to be reduced.
Since household decisions

have been based on the exist-
ing tax code, it is fair to change
the tax base only gradually,
without taking away the chari-
table deductions, mortgage
interest subtractions or state
and local income tax exemp-
tions. Those exemptions and
deductions can be capped at a
certain percent of adjusted
gross income, say 2 percent.
Martin Feldstein estimates
that the 2 percent-of-AGI-cap
on individual deductions and
exclusions would raise $250
billion in the first year, and $3
trillion over the next decade.
Such a cap would have a sig-
nificant impact on the fiscal
outlook.

If the Democratic Party is
trying to appease their voters
with a soul-satisfying tax hike
on the rich, the cap on deduc-
tions and exemptions is a bet-
ter way to do it. This extracts
more tax revenue from a
broader base of rich people,
rather than just the most pro-
ductive, as a tax rate increase
does. These most productive
people need every encourage-
ment to continue the innova-
tion, new investment and new

job creation our economy so
badly needs.

The House Republican ma-
jority leader has indicated a
willingness to consider this
type of tax hike on the rich,
along with badly needed
spending reforms. That the
Democratic leadership has not
rushed to embrace this ex-
traordinary Republican con-
cession to tax the rich by re-
ducing their loopholes is in-
deed a puzzle, perhaps a politi-
cal one. Yet time is running out
for the U.S. economy.

To preserve our freedom,
and to keep government spend-
ing from suffocating the initia-
tives and the work ethic of the
American people, we must
restrain spending and pass tax
code changes that increase the
efficiency of the economy, not
dampen it.

If we are to avoid a Greek-
style budget meltdown, both
parties must come together
and learn to live with the gold-
en egg the goose can lay, and
not kill her in a futile hunt to
get even more.

Stacie Beck and Eleanor Craig are associate
professors of economics at the University of
Delaware.
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Much of the chatter
about the fiscal cliff
makes it sound like

politicians in Washington need
to solve an algebraic equation,
with revenue on one side and
expenditures on the other: if
they can only solve for “x,”

they’ll be able
to balance the
equation and
we’ll all be
saved.

But the
fiscal crisis is not really about
numbers. Or even about ab-
stract values like fairness. It’s
about people. And about how
people live their lives. Gene
Sperling, President Obama’s
chief economic adviser, might
have come closer than anyone
else recently to focusing atten-
tion on what’s really important
about the looming crisis. Sper-
ling said we needed to focus
more on American values.
Specifically, he said we should
ask whether we are “creating

an economy where those who
work hard and take responsi-
bility can raise their children
with dignity, work with dignity,
retire with dignity. That’s the
ultimate test; that’s the ulti-
mate metric for all we do.”

Human dignity isn’t often
talked about in public policy
circles; it might seem too
amorphous for some, too obvi-
ous for others. But focusing on
dignity here might highlight
the fact that the policies be-
hind the numbers affect real
people, in real ways.

Dignity isn’t easily quanti-
fied, but like so many other
things, we know it when we see
it. And we know it when it isn’t
there. We can see the fraying
dignity of a woman living alone
on the streets. And we can see
that a man who’s spent the last
year looking for work while
trying to be a role model for
his kids is having a hard time
holding on to his dignity.

Human dignity stands for a

basic principle of humanity. It
means that every single person
has equal worth and each per-
son’s equal worth must be
respected and valued. But it
isn’t a theoretical concept. It
isn’t abstract like the value of
“x” in an equation. It’s about
how people live, how they feel
when they look in the mirror.

In developed countries
around the world, the idea of
human dignity has become a
bellwether, a marker of how
well a society is treating its
citizens. The constitutions of
some countries, especially
throughout Europe and Latin
America, require that govern-
ments set pensions not simply
at a minimum level, but at
levels that ensure every per-
son can live with dignity. And
in most developed countries,
health care is guaranteed not
just for some but for all; recon-
structive surgery, prosthetics
and other durable medical
goods are provided not be-

cause they are medical neces-
sities but because they are
essential to each person’s
sense of human dignity.

In these countries, people
understand that governments
have a role to play in assuring
the dignity of every person.
Governments provide public
education so that each person
can participate in civic life and
know the pride of literacy. And
they provide social safety nets
like food stamps so that every
parent can feed his or her child
without a sense of shame.
These things are important not
just because of some abstract
sense of fairness but because
they ensure that all people live
with dignity, regardless of
circumstance.

Every person has a right to
have their worth – and not just
their net worth – valued and
respected.

Instead of arguing about
whether the rich have to pay
more or what it means for each

person to pay a “fair share,”
we should ensure that all
Americans can raise their kids
with dignity, work with dignity,
and retire with dignity.

Will a tax hike or a cut in
programs enhance, or detract
from, Americans’ sense of
human dignity? How will a
deal that increases unemploy-
ment affect the dignity of
those who will be out looking
for work?

Any proposal that diminish-
es or threatens human dignity
should not be accepted by our
representatives in Congress,
or by the people they repre-
sent.

Enhancing human dignity
should, as Sperling said, be the
metric for all we do.

Erin Daly is the H. Albert Young Fellow in
Constitutional Law at Widener Law’s campus
in Wilmington. Her most recent book
“Dignity Rights: Courts, Constitutions, and
the Worth of the Human Person” was
published this fall.
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