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ABSTRACT

The objective of this thesis is to provide rigorous analysis of 2016 presidential candidates’ tax
proposals outside of the sensationalized context of mainstream media and political discourse.
Specifically, I studied the tax plans of Ted Cruz, Marco Rubio, Hillary Clinton, and Bernie
Sanders and compared them on their implications for economic inequality. | read a broad range of
materials on the proposals and then compared and contrasted them on four points which are
especially revealing of broader trends in American political economy. I found that Cruz and
Rubio’s plans are consistent with the literature on the increasing influence of radical conservative
ideology. Sanders’s approach gives voice to class indignation and inserts progressive economic
theory back into mainstream political discourse in a way that has not been seen in more than
thirty years. Clinton’s proposals demonstrate conservative economic ideology and indicate the
underrepresentation of redistributive economics by the Democratic Party. Because the effects of
candidates’ proposals are not consistent with campaign rhetoric, citizens cannot readily connect

policies and their implications, thus undermining American democracy.
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INTRODUCTION

Popular and political rhetoric surrounding presidential campaign tax proposals are
notoriously hyperbolic, often to the detriment of public comprehension of important issues.
Claims that certain tax plans would be “a serious disaster for our economy” or “a devastating
blow to the finances of poor and middle-class Americans” are just two examples of this kind of
coverage (Tanner 2015a; Yglesias 2016).

Tax policy is indeed one of the political issues that most directly impacts citizens’ lives,
and not just through marginal income tax rates. A few examples of the state’s influence through
tax policy are direct tax credits, subsidies for employer provided services, and deductions for
activities like home ownership and charitable donation. Beyond just affecting individuals, tax
policy also shapes economic activity on a broader level, most notably through subsidies to certain
industries (Hacker and Pierson 2010; Mettler 2011). But regardless of the extent of the state’s
influence through taxes, tax policy in the past three decades has become increasingly hidden from
public view, obscuring both the real function of taxes themselves and the general role of the
government in providing goods and services to the people (Hacker and Pierson 2010; Howard
1997; Mettler 2011).

This trend has not been accidental. As in the case of the 2001 Bush tax cuts, politicians
have designed policy in ways that make it increasingly difficult for average citizens to connect
politicians’ rhetoric on taxes to the actual implications of those policies (Bartels 2005; Hacker
and Pierson 2005a). Politicians of both parties have actively contributed to the complication and
extension of U.S. tax policy, which has accompanied and often enabled welfare state
retrenchment (Hacker and Pierson 2005a, 2010). Pervasive anti-tax rhetoric compounds the issue
of hidden policy because it leads middle class citizens to support tax cuts that actually harm their
long-term economic wellbeing (Hacker and Pierson 2005a). As a result, democracy has been

weakened and the relative power of wealthy, informed interests has grown (Bartels 2008; Hacker



and Pierson 2005b, Mettler 2011). The increasing role of money in politics has disadvantaged
progressive ideology and caused the Democratic Party to shift to the right on economic issues,
another factor contributing to the trends of welfare state retrenchment in the last 35 years (Hacker
and Pierson 2010).

While many political analysts claim that campaign plans are nothing more than base
constituency bait, all of the three most recent presidents have enacted their tax proposals within
their first four years in office (Rubin 2016). If this any indication that one of the current
candidates’ proposals could become law, we should be paying attention. The public needs a
mechanism other than politicians’ own endorsements and campaign materials through which to
understand tax policy. The purpose of this thesis is to do just that. In the context of the 2016
election cycle, | will examine the tax policy proposals of Ted Cruz, Marco Rubio, Hillary
Clinton, and Bernie Sanders and analyze them based on their underlying worldviews and

positions relative to trends in American political economy.

LITERATURE REVIEW

Tax Policy in the United States

Much of the complexity of the U.S. tax code can be accounted for by tax expenditures,
which include credits, deductions, exclusions, and preferred tax rates for certain types of income.
Welfare state scholars like Howard (1997; 2007) and Mettler (2011) have drawn attention to the
role tax expenditures play in augmenting direct social spending by the state. More so than other
developed capitalist democracies, the United States relies on tax expenditures as an indirect form
of government assistance enacted through the tax code (Howard 2007). Refundable credits like
the Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) exemplify this type of policy,
providing supplementary income to poor and low-income workers regardless of whether they owe

federal income tax.



Despite the significance of such programs in augmenting direct social spending, tax
credits and other policies that benefit low-and middle-income workers are far outweighed by
expenditures that benefit the rich and “entice market actors to consume in socially desirable
ways” (Howard 1997:30). According to Tax Policy Center analysis, the three largest tax
expenditures are the exclusion of payments for employer-sponsored health insurance, exclusion
of contributions to private retirement funds like IRAs and 401(k)s, and the home mortgage
interest deduction, all of which the affluent are more likely to benefit from (Steuerle, Reynolds
and Batchelder 2008). In 2011, the top 20 percent of taxpayers received 66.6 percent and 81.3
percent of the benefit from exclusions (worth $526 billion) and itemized deductions (worth $147
billion)—the two largest categories of tax expenditures—respectively. The top 0.1 percent of
taxpayers gained 55.5 percent of the benefit from dividends and capital gains being taxed at lower
rates than labor-related income (Marsh 2012).

Tax reform and cuts since the 1980s. A brief look at U.S. tax politics since 1980
illustrates how bipartisan support for tax policy expansion enabled the complex and multifaceted
system that exists today. In 1981, Congress passed the Economic Recovery Tax Act, which cut
the top marginal income tax rate from 70 percent to 50 percent and brought broad-based tax cuts
to the fore of the Republican fiscal agenda (Steuerle 2008). The 1981 tax cuts signified a
transition away from traditional conservative economics, which upheld a balanced federal budget
as its primary imperative (Hacker and Pierson 2010). The 1986 Tax Reform Act further reduced
the top marginal rate, but is more an example of broad bipartisan tax reform than supply-side tax
cutting. In general, the 1986 reform achieved some simplification and was relatively progressive
in its reversal of the trend towards higher taxes for low income workers (Steuerle 2008). It
dramatically reduced total tax expenditures but expanded the EITC to compensate for the
declining value of the dependent exemption, establishing the EITC as a bipartisan alternative to

raising minimum wage (Steuerle 2008; Howard 1997).



With the exception of recent challenges from reform conservatives like Rubio and Paul
Ryan, the tax-cutting agenda has remained the holy grail of Republican fiscal policy since the
1980s. George H. W. Bush ran for president in 1990 on the promise “Read my lips, no hew
taxes,” only to support a deficit reduction bill that raised taxes upon his election. As chronicled by
Hacker and Pierson (2010), hardline conservatives’ indignation over Bush’s betrayal was the
defining moment for Republican departure from deficit-focused conservatism. In the1990s,
Democrats shifted from a stance of social progressivity to responsible budget management under
President Bill Clinton’s leadership and strongly influenced by the pro-business Democratic
Leadership Coalition (DLC). Ironically, however, Democrats’ new moderately conservative
economic position allowed Republicans to “exploit the Democrats’ fiscal self-restraint” by
uninhibitedly supporting unfunded tax cuts (Hacker and Pierson 2010:232).

The dynamic of Democrats “tidying up after” supply-side Republican tax cuts, as
neoconservative [rving Kristol unapologetically put it, was epitomized by George W. Bush’s tax
cuts (Hacker and Pierson 2010:233). The Bush cuts cost $2.1 trillion in foregone revenue up to
2010 according to Citizens for Tax Justice (Tax Foundation 2010). These kinds of dramatic cuts
are identified by some as growth-generating supply-side economics and by others as “starve-the-
beast” strategy. But as Krugman (2003) explains, the two are opposite sides of the same coin:
While supply-siders say taxes can be cut without reducing spending, “starving the beast” employs
tax cuts for the express purpose of forcing social spending cuts down the road. “Starve-the-beast,”
wrote Krugman, “is where the power lies.”

Expansion of tax expenditures. Another effect of the increasingly partisan dynamic of
fiscal politics was the expansion of tax expenditures. Unlike sweeping reform to tax policy, the
expansion and addition of tax expenditures are politically viable and enable a range of policy
goals that would be more difficult to achieve using direct measures. Howard (1997) outlines four
lenses through which tax expenditures are attractive to politicians: as provision of aid to groups of
needy citizens, as subsidies to private sector providers, as tax reductions, and as alternatives to
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traditional government spending programs. Republicans and Demaocrats favor different types of
tax expenditures for different reasons, but that they are politically feasible at all makes them a key
policy tool in today’s political climate. Mettler (2011) further describes how tax expenditures and
other “submerged” policies have become increasingly favorable in the context of Congressional
gridlock, citing bipartisan appeal and Democratic acquiescence, the institutional difficulty of
enacting direct spending measures in Congress, and the role of interest groups that defend
established policies.

One reason why Republican politicians like tax expenditures is that they need to offer
goods and services to their constituencies without appearing to increase spending or enlarge the
federal bureaucracy (Mettler 2011). Additionally, Republicans support even very expensive tax
expenditures because of the role they play in incentivizing market activities like home ownership.
Similarly, Democrats have also supported tax expenditures as alternatives to more directly
redistributive actions like raising the minimum wage (Howard 1997; Hacker and Pierson 2010).

Although Bush is known for his repeated rate-cutting tax reforms in the early 2000s, his
administration also expanded many tax expenditure policies. Among the expanded tax credits
were the CTC, EITC, dependent care credit, and adoption credit. Bush also created a new credit
for businesses providing on-site child care (Dubay 2013).! The Obama administration also
expanded and created a number of tax expenditure policies, many of which were included in the
American Recovery and Reinvestment Act of 2009, better known as the stimulus. For individuals,
Obama enacted the Making Work Pay credit, American Opportunity credit and a 65 percent
credit covering healthcare for those who were unemployed during the recession (Mettler 2011).
Obama also expanded the CTC and EITC as a part of the Recovery Act, which affected nearly 12
million working families. Under the Small Business Jobs Act, Obama created eight new tax

credits and deductions designed to alleviate the tax burden on small businesses. The Recovery

1 As will be discussed below, the combination of rate cuts for high-income taxpayers and corporations with
family-centric tax credits is mirrored in Marco Rubio’s policy.
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Act, Affordable Care Act (ACA), VOW to Hire Heroes Act, and other Obama administration
legislation also included tax breaks for small businesses (The White House 2016). While the
stimulus did significantly increase direct federal spending to stimulate the economy at the height
of the recession, the inclusion of so many tax credits is consistent with Mettler (2011) and
Howard’s (1997, 2007) argument that Democrats have used tax expenditures as an alternative

means to establish federal support for middle and working class taxpayers.

Trends in U.S. Economy and Politics

The politics of retrenchment. Scholars have described the past three decades of American
politics as an era of conservative dominance and welfare state retrenchment (Hacker and Pierson
2005b; Hacker and Pierson 2010; Howard 2007; Pierson 1994). But as Pierson notes,
retrenchment politics embody many more forms than just spending cuts and reforms to existing
social programs. Systemic retrenchment, as opposed to programmatic retrenchment, involves
“policy changes that alter the broader political economy and consequently alter welfare state
politics,” including indirect defunding, policy-induced change in public opinion, modifications to
political institutions, and the weakening of pro-welfare state interest groups (Pierson 1994:16).
Pierson also discusses the role of policy feedback effects in retrenchment politics, emphasizing
and delineating the mechanisms through which policies “create incentives that encourage the
emergence of elaborate social and economic networks,” which in turn affect future policy
possibilities (Pierson 1993:608). Thelen (1999) then distinguishes between functional feedback
mechanisms, by which actors are incentivized to pursue established trajectories, and distributional
mechanisms, which affect patterns of political power distribution.

In addition to discussing the relationship between policy and politics, scholars have
examined the different types of policy change that politicians use to make retrenchment less
visible (Hacker 2004; Hacker and Pierson 2005a; Hacker and Pierson 2010). Layering is one such
policy tool that conservative politicians have used strategically to undermine social policy and

progressive tax policy. For example, Butler and Germanis (1983) proposed the creation of private
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options to social programs (through tax expenditures) and attacks on public opinion to lay the
political groundwork to dismantle programs like Medicare and Social Security. Another political
retrenchment trend outlined by Hacker and Pierson is drift, defined as the “failure to adapt public
policy to the shifting realities of a dynamic economy” (Hacker 2004; Hacker and Pierson
2010:52).

Democrats and drift in the political context of 1980s and 1990s. By engaging in the
politics of drift, Democrats have “critically contributed to the steady shift of government’s
attention away from the middle class,” most notably in the realms of tax policy and deregulation
Hacker and Pierson (2010:244). Although drift has been facilitated by conservative
obstructionism in Congress, the heightened role of money in politics—and more pressingly in the
Democratic Party—meant that inaction on issues regarding the middle class and economic
regulation was a politically attractive stance for the Democratic Party (Hacker and Pierson 2004;
Hacker and Pierson 2010). Democrats’ need to appeal to businesses created a conflict of interest
between the party’s traditional identity as champion of labor and the increasing need to attract
corporate support (Hacker and Pierson 2010).2 With politicians needing to seek contributions
from wealthy voters and businesses to run viable campaigns (although Sanders’s PAC-less
campaign is challenging this piece of pragmatism), middle- and low-income voters have become
less likely to be directly contacted or appealed to by politicians (Skocpol 2000). Simultaneously,
labor unions and other middle-class membership organizations have declined drastically in size
and influence, doubling the blow to average citizens’ access to political participation. The
weakening of organized labor was, in a way, perversely convenient for the Demaocratic Party,
which began appealing to “well-off social liberals” instead of middle- and low-income people

when the need to generate more money became a pressing reality (Hacker and Pierson 2010:179).

2 That Hillary Clinton is especially criticized for allying with business is interesting given that Democrats
have been doing so for 30 years. The continued existence of this phenomenon suggests that there are
mechanisms allowing the party to maintain its middle-class, pro-labor identity despite shifts in fiscal

policy.



Economic deregulation in the 1980s and 1990s is a primary example of drift and
Democrats’ role in passively enabling pro-business policies that disadvantaged the middle and
working classes. Democrats in the 1990s supported the expansion of the EITC as an alternative to
raising the minimum wage, which conservative economists decry for adversely affecting
employment (Howard 1997; Steuerle, 2008). Additionally, President Clinton and New York
Senator Chuck Schumer enabled deregulatory efforts throughout the decade. Clinton ran for
president in 1992 on populist appeals and an agenda of progressive social policy, but, as
mentioned above, he prioritized deficit reduction over social policy objectives once in office and
embraced the deregulatory economics of his Treasury Secretary Robert Rubin (Hacker and
Pierson 2010). In the Senate, Schumer facilitated the burgeoning relationship between Wall Street
and congressional Democrats. Among the deregulatory issues that Schumer supported and
promoted in the 1990s and early 2000s were the repeal of the Glass-Steagall Act and the
preservation of the carried interest tax loophole, which allowed the top 25 hedge fund managers
in 2007 (who made an average of $900 million) to pay a 15 percent federal tax rate (Hacker and
Pierson 2010). Even though garnering support from Wall Street was arguably a political necessity
for Democrats in the late twentieth century, pro-business policy stances mean different things in
the different historical and ideological contexts of the two parties. The private sector invests in
the GOP to support party organization and essentially “bankroll intellectual infrastructure”
(Hacker and Pierson 2010:180). On the other hand, corporations invest in individual moderate to
conservative Democrats as a sort of insurance effort to reduce the chances of strong congressional
opposition to economic deregulation.

The politics around the Bush tax cuts offer further evidence of Democrats enabling
conservative economic policy. Despite stark partisan differences in tax ideology, Democrats’
votes for the regressive 2001 tax cuts are what allowed it to pass. Rather than just enabling
political change by not doing anything, centrist Democrats actively facilitated the regressive
policy in this case. Many of the defecting moderate Democrats defended their positions by
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highlighting the impact that the estate tax has on small businesses and family farms, but the estate
tax is one of the most progressive taxes the U.S. has, so the message was clear. Because the
liberal, pro-labor side of the Democratic Party was comparatively weak at the time, the pro-
business Democrats faced few consequences in supporting the policy (Hacker and Pierson 2010).

Money in politics and Republican organization. While Democrats have been primarily
responsible for drift in economic policy, their inaction has occurred in the context of an
increasingly organized Republican opposition. Since the 1970s, money has become a more
significant factor in electoral politics, a condition that unsurprisingly benefits the Republican
Party because business-friendliness is consistent with the party’s ideology (Hacker and Pierson
2005b). The Republican Party has strengthened organizationally through the growth and
increasing influence of the Republican National Committee (RNC) and through the rise of
conservative grassroots movements and networked presence of Republican politicians in state
governments. In the 1970s, the advent of television and polling as new media connecting voters
and politicians made money more important in politics, and unions and business groups began to
form PACs to fund campaigns. Because business PACs had more money to give than labor
PACs, the advantage went to the GOP (Hacker and Pierson 2010).

Along with these new trends in campaign finance from organized interests, the RNC was
finding innovative new ways to raise money from constituents, giving the party even more of an
edge. With the RNC’s organizational and fundraising capacities, it was able to support individual
candidates’ campaigns. The Democratic National Committee (DNC), on the other hand, was
disorganized and financially unstable, and Democratic candidates largely had to fundraise for
themselves (Hacker and Pierson 2010). In the 1982 midterm elections, the Republican national
committees “contributed Six times as much as to individual House and Senate candidates” than
did their Democratic counterparts (Hacker and Pierson 2010:166). Bartels (2008:123) used
statistical analysis to study the effect of the Republican financial advantage in presidential
elections and found that “the estimated effect of differential campaign spending was large enough
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to account for the entire net popular vote margin for Republican presidential candidates.”
Coinciding with these financial trends, the Republican Party itself was becoming more
conservative as a new generation of politicians began to replace the older cohort of Republicans
who championed compromise and fiscal responsibility (Hacker and Pierson 2010). Although the
Republican Party is now in disarray, the role of super-PACs and funding networks of wealthy
donors has essentially filled the role that the RNC played in the late twentieth century.
Ideological polarization. In addition to unequal material circumstances of the Democratic
and Republican parties, there has been significant ideological polarization. While the Democratic
Party did become more liberal with the departure of Southern Democrats to the GOP, Democrats’
economic platform has nevertheless shifted rightward (Howard 2007). Polarization makes the
system of checks and balances even less effective than it was designed to be at passing
legislation, but political inaction does not bode equally for the two parties. Whether the lack of
updated policy is a product of Congressional gridlock or obstructionist tactics by Republicans, the
result is the same: inequality worsens because policy lags behind economic conditions. Hacker
(2004) warns that opponents of progressive policy do not have to enact significant reform
legislation to achieve their agenda; Republicans can get what they want and tilt the political field

without doing anything at all.

Public Opinion of Taxes and Social Policy

Public opinion and its regard by politicians offers another insightful perspective on the
politics of tax reform in the United States. Americans’ opinions themselves are not very useful for
understanding the ideological underpinnings of tax policy, but the relationship between public
opinion and politicians’ actions and intentions reveals a lot about the way American “democracy”
functions. Page and Jacobs (2009) reveal some striking findings about public opinion of tax
policy given the seeming prevalence of anti-tax rhetoric and sentiment in America. Using data
from their own nationally representative Inequality Survey, the authors find that majorities of

Americans support making the payroll tax less regressive by lifting the cap on taxable income and
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also agree that the corporate income tax should be used “a lot” to generate federal revenue. Page
and Jacobs determine that Americans generally “arrive at sensible opinions about taxes that that
are more or less in harmony with their values and interests” (2009:88). This conclusion sharply
contrasts Bartels’ finding that opinions of the Bush 2001 tax cuts were “ill informed, insensitive
to some of the most important implications of the tax cuts, and oddly disconnected from a variety
of relevant values and material interests” (2005a:21).

But Bartels’ findings about the 2001 policy opinions aren’t completely inconsistent with
Page and Jabobs’ statements about general understandings of taxes and economic inequality.
What the divergence in their conclusions suggests is that policy design and political rhetoric
prevent citizens from being able to relate policy implications to their own values, a cognitive
disconnect that Bartels addresses in his article but fails to contextualize. Hacker and Pierson
expand the frame of reference of the cognitive disconnect that Bartels identifies, arguing that
politicians “manipulate public opinion” and “systematically cultivate” the disconnect between
policy and inequality (2005a:44). Such manipulation indicates the faltering of representational
democracy and is present not only in the realm of tax policy but also across the board in
American politics today.

The context of the dynamic between politicians and citizens is the polarized political
climate, which makes it easier and safer for politicians—especially Republicans—to ignore
centrist voters and tout increasingly conservative values and policy proposals (Hacker and
Pierson 2005a). Primary election cycles are one site where this trend is particularly evident,
displaying the “race for the base” phenomenon that Hacker and Pierson discuss in “Abandoning
the Middle” (2005a) and Off Center (2005b). Policy design is another tool politicians use to
“lengthen the causal chain” and make it harder for voters to understand distributional effects of
policies (Pierson 1993). By obscuring and misrepresenting the outcomes of policies that do not
benefit the majority of citizens, politicians are actively undermining the conditions of democracy.
“For citizens to possess the political power to rule themselves,” writes Mettler, “they need to
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understand their own relationship to government and the role it does and does not play in their

lives” (2011:123).

The State as a Mediator between Capitalism and Democracy

Marx and the factor of social indignation. One way to understand the relationship
between politics and economics in the U.S. employs a Marxist perspective. Aron’s (1965:136)
reading of Marx’s Capital suggests two approaches to understanding the “capitalistic dialectic of
self-destruction.” The first representation is economic and is based on the increasing difficulty
with which capitalism functions when capital is accumulated, productivity increases, and the rate
of profit declines in result. The sociological representation is based on the process of
proletarianization, by which an increasing proportion of the strata between the capitalists and the
proletariat are forced into the proletariat as the capitalist regime develops. Aron’s commentary on
Marx is that he offers no real proof of proletarianization because the process is based on “social
evaluation of the minimum standard of living” (1965:137). Because relations between the classes
are social—not exclusively economic—capitalism’s demise is not inevitable without the social
element of indignation. Middle class support for the Bush 2001 tax cuts offers good evidence that
the kind of indignation necessary to challenge or overthrow the capitalist regime does not exist in
the United States.

Yet recent political events do suggest that class indignation of the kind Aron describes is
present to an extent. First, the Occupy Wall Street protests and broader Occupy movement of late
2011 and early 2012 indicate that middle- and working-class Americans are aware of and
outraged by the corrupt behavior of finance executives that led to the 2008 crisis and the resulting
growth in income and wealth inequality. The success of political outsiders like Donald Trump
and Sanders is further proof that people are fed up with the status quo of American politics and
economics, even though the two candidates espouse radically different solutions to middle class

struggle. Even though these movements have tapped into the widespread awareness of inequality
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and economic hardship, it is still possible for indignation to lack foundation in the actual politics
and policies that enable such trends.

American workers might recognize the injustice of working more than full time and still
living below the poverty line, but the strategic cultivation of the disconnect between policy and
inequality by conservatives prevents anger at such circumstances from translating into political
action (Hacker and Pierson 2005a). Paul Ryan and Arthur Brooks’ 2010 Wall Street Journal op-
ed is a great example of this cultivation. In the article, Ryan and Brooks basically try to convince
readers that they’re violating their own deep anti-government desires by supporting redistributive
social policy and safety net programs. In addition to politicians’ rhetorical manipulation, the
decline of organized labor and membership organizations also deprives middle- and working-
class citizens of a medium through which to understand and participate in politics (Skocpol, 2000,
Hacker and Pierson, 2010).

Markets are not pre-political. Related to politicians’ cultivation of anti-statist sentiments
among the public is the increasingly hidden nature of American social policy. As social policy
has transitioned from visible and robust social programs to assorted benefits for target groups
enacted through the tax code, it has become increasingly difficult for citizens to recognize the role
government plays in their lives. Simultaneously, Republicans and conservative Democrats’
dominance of political rhetoric in the past few decades have perpetuated the notion that markets
are “pre-political” (Hacker and Pierson 2010:68). But they are not. As Mettler (2011) explains,
government subsidies and tax incentives contribute significantly to American economic success.
But because such transactions happen behind the scenes, it is easy for such success and economic
growth to appear to be the result of pure market forces, especially when conservative politicians
and economists enthusiastically support market logic. The common American understanding of
the market as a natural phenomenon—and resulting assessment of government as a
redistributor—misinterprets the fundamental intertwining of politics and economy (Hacker and
Pierson 2010). The role of the state is not just to correct for inequality that is created by the
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market; rather, “it is, in its own right, a system of stratification, [...] an active force in the
ordering of social relations” (Esping-Andersen 1990:23). Different types of welfare state regimes
have varying underlying ideologies that in turn structure economies differently. The U.S.
exemplifies the liberal regime type because many of its social policies are founded in the “work-
ethic norms” of liberal economics and because the state “encourages the market” by offering
minimum benefits and subsidizing private welfare programs (Esping-Andersen 1990:26).

The role the state plays in mediating the relationship between capitalism and democracy
has serious implications for economic inequality. The trends in American politics and economics
described above are not only contributing to increased inequality, but also are sacrificing basic
democratic principles in favor of market growth and efficiency. Data from the Luxembourg
Income Study and the OECD show that compared to other capitalist democracies, U.S. policy
does little to reduce the poverty and inequality that capitalism inherently creates (Dreier 2007;
Smeeding 2006). Looking at this data in juxtaposition to Howard’s (2007) argument that the
American welfare state is actually larger than it appears due to tax expenditures brings into
question the effectiveness and intentions of U.S. social policy. As Esping-Andersen (1990)
explains, liberal welfare state policies are not intended to address structural poverty and raise the
standard of living. The mere existence of welfare state policies does not “bring about significant
decommodification if they do not substantially emancipate individuals from market dependence”
(1990:22). With a minimum wage of $7.25 per hour, American workers are far from market
emancipation.

Neoliberalism and the role of the state. Soss, Fording and Schram (2011) offer another
perspective on the role of the state that complements Esping-Andersen’s theory and Hacker,
Pierson and Mettler’s observation: the perspective of neoliberal economics. By this account,
neoliberalism departs from traditional liberal economics in its tenet that markets are not “natural
outcomes” but must be “actively constructed” (Soss et al. 2011:21). Rather than trying to
minimize the state, neoliberalism is “an effort to mobilize the state on behalf of the market and
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reconfigure the state as a quasi-market operation” (20). It is hard to imagine circumstances that
exemplify these principles better than the development of U.S. politics and economics since 1980.
The dismantling of post-New Deal regulatory measures in the 1980s and 1990s, according to
Hacker and Pierson, “reflected repeated aggressive application of political power” (2010:68).
This analysis of political power closely mirrors Soss et al.’s description of neoliberalism’s
approach to government: Intense deregulation actually represents no less an activist government
than heavy regulation. It is ironic that conservative politicians have been able to accomplish this
transformation under the guise of anti-statist rhetoric, but indeed they have. The combination of
neoliberal economic policy and anti-statist pandering in the Republican Party offers yet another
example of politicians manipulating public opinion and misrepresenting the ideological import of
economic policy.

The research and theoretical perspectives that scholars have generated on the topics of
welfare state regimes, retrenchment, tax policy, and ideological shift provide a detailed
framework through which to study the current political climate and the presidential candidates’
tax policy proposals. Additionally, the literature on public opinion raises questions of how
candidates’ rhetoric compares to the likely effects of their policies and, consequently, what that

means for American democracy.

METHODS AND DATA

In order analyze the underlying ideologies and implications for inequality of the 2016
presidential candidates, four candidates were selected on the basis of their platforms being
distributed across the political spectrum. Clinton and Sanders stood out as the only two dominant
Democratic candidates and for being considerably ideologically distinct from each other. On the
Republican side, Rubio was chosen because he has been the establishment favorite for much of
the campaign and represents the emerging brand of reform conservatism. Cruz was selected

because he is right wing but still a career politician and therefore fits within the context of
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American political history and political ideologies. Although there is equal party representation
among the four candidates, the study is biased because I selected these four candidates in
anticipation of finding notable contrasts. Finally, as any discussion of the 2016 election is
arguably incomplete without mention of Trump, he was not selected because his policy proposals
are not rooted in any consistent underlying ideology; he is more a phenomenon than a politician
whose platform is a representation of existing strains of political thought.

After the candidates were selected, | collected material from their websites, policy think
tanks, and the mainstream press about their tax policy proposals and stances on other relevant
economic issues. For rigorous economic analysis, | referenced the Tax Policy Center, which is the
most prominent non-partisan tax policy institution and has published detailed analyses of each of
the four candidates’ tax plans. In my popular press research, | read articles on each of the
candidates from a range of publications with biases across the political spectrum. The news
websites | frequented included FiveThirtyEight, Forbes, Fox News, National Review, Politico,
Slate, Salon, The Atlantic, The Nation, The New Republic, The New York Times, The Washington
Post, Vox, and The Wall Street Journal. Most of my research was specifically about taxes and tax
politics, but I also read some material on the candidates’ other proposals as broader context for
their ideological backgrounds.

One critique of my methods is that because campaign tax proposals are unlikely to ever
become law, it’s a waste of time to analyze them so closely. But even if these proposals won’t be
enacted in their exact proposed forms, the fact that the three most recent presidents’ tax proposals
have all eventually translated into policy means that these plans—especially their ideological
frameworks—are worth paying attention to. Another shortcoming of this study is that | only
included four of the presidential candidates. At the time | started research there were three
Democratic candidates (Clinton, Sanders, and Martin O’Malley) and 12 Republicans. Although a
broader selection of candidates would have enabled a more detailed analysis—especially of intra-
party variation—the four I did include are widely enough distributed across the political spectrum
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to allow for such an approach. Another shortcoming is that the chosen candidates have published
varying amounts of material (in varying degrees of detail) on their tax plans. This factor did affect
the depth of the analysis that | was able to conduct, but the ideological implications of the plans

can be judged even with limited detail available.

CANDIDATES’ POLICY PROPOSAL DESCRIPTIONS

Ted Cruz

Cruz is proposing a tax plan that would radically restructure the federal government’s
revenue stream and the distributional impact of taxation on American citizens (Rosenberg,
Burman, Nunns and Berger 2016). As Cruz wrote in a Wall Street Journal op-ed announcing the
plan, its goals are to stimulate growth and job creation with higher after-tax income for everyone,
simplify the tax code and enable easier filing, and “get rid of the rat’s nest of complex tax
requirements, credits and loopholes” (Cruz 2015a). To do this, Cruz proposes enacting a 10
percent flat income tax rate with the first $36,000 of income tax free and a 16 percent “business
flat tax;” repealing the corporate income tax, estate tax, payroll tax, ACA taxes, the alternative
minimum tax (AMT), all credits except the CTC and EITC, all itemized deductions except those
for home mortgage interest and charitable contributions and above-the-line deductions except for
Individual Retirement Accounts (IRAS); and creating a new type of tax-deferred accounts similar
to IRAs called Universal Savings Accounts (Cruz 2016b; Rosenberg et al. 2016). Although Cruz
would keep the progressive CTC and EITC, it is notable that the only deductions he would keep
are those for charitable contributions and home mortgage interest because they are the ones that
most benefit affluent taxpayers (Bernstein 2015; Freedman 2012). Among the deductions that
would be eliminated are those for student loan interest and work-related educational expenses,
which are more progressive.

According to the non-partisan Tax Policy Center, the Cruz plan would cost $8.6 trillion

over its first decade (Rosenberg et al. 2016). That translates to 3.6 percent as a proportion of
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GDP. To put this figure in context, the Reagan cuts cost 2.1 percent of GDP and the Bush cuts
cost 1.4 percent (Burman 2016b). While all income groups would see increases in after-tax
income, the rich would benefit much more: In 2017 the bottom quintile of taxpayers would gain
an average of $46 or 0.4 percent in after-tax income, the top 0.1 percent would get a 29 percent
increase, or an average of $2 million (Rosenberg et al. 2016). Those making under $10,000 would
see their tax burden rise by $67 due to the business flat tax, which functions as a 19 percent sales
tax. Of the total cost of Cruz’s plan, 79.6 percent of the benefits go the top quintile of taxpayers,
with the top 1 percent of taxpayers receiving 43.7 percent (Matthews and Zarracina 2016).
Contrary to TPC’s numbers, the right-leaning Tax Foundation’s dynamic analysis (adjusting for
the plan’s anticipated impact on economic growth) estimates that the bottom quintile of taxpayers
would see 14.8 to 15.3 percent increases in after tax income (Pomerleau and Schuyler 2015).
However, this figure assumes a 20 percent increase in the EITC, which Cruz has not specified
(Rosenberg et al. 2016).

The Cruz campaign is running on the claim that the cuts would be funded by eliminating
bureaucratic excess (Cruz 2016). Cruz’s website estimates savings of $500 billion over 10 years
due to abolishing the Internal Revenue Service, Department of Education, Department of Energy,
Department of Commerce, and the Department of Housing and Urban Development, along with
25 more federal agencies and bureaus including the Consumer Financial Protection Bureau (Cruz
2016). Cruz announced the plan in an article for the National Review, writing that the ideological
goals of the plan are to reduce the size and role of the federal government, restore states’ rights
and “unleash the people’s ingenuity,” all of which are indicative of a deeply conservative
worldview (Cruz 2015b). Part of the plan would involve turning federal education funding into
block grants, which are usually used as a spending reduction mechanism and would give states
more flexibility in deciding how funds are used (Kurtzleben 2015; Nelson 2015). Cruz also wants
to enact a balanced budget amendment, but balancing the budget with his cuts wouldn’t be
possible even if Medicare, TANF, CHIP, food stamps, Obama-enacted subsidies, disability
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assistance and non-defense discretionary spending (including the FBI, CDC, Head Start, and
National Institutes of Health) were all completely eliminated (Matthews 2016d).

Much of the analysis and media attention to Cruz’s plan has gone to addressing the
proposed 16 percent business flat tax, which would replace the current corporate income tax.
“Business flat tax” is what Cruz insists on calling the policy, but almost everyone else, including
other Republican candidates and analysists across the political spectrum, recognize that the tax is
essentially a Value Added Tax (VAT) and would thus shift the system toward taxation of
consumption (Burman 2016a; Cole 2015a; Matthews 2015b; Pomerleau and Schuyler 2015;
Rosenburg et al. 2016; Viard 2015; Yglesias 2016). A VAT is a tax that appears as a sales tax and
that businesses pay on value added at each point along the production chain (Thompson 2010).
Because Cruz’s business flat tax would be paid quarterly by businesses and not as a line item on
consumer receipts, he insists it is not a VAT (Snell 2016). But the overall effect of the tax would
be realized as a VAT (i.e. as a sales tax) because businesses would raise their prices to cover the
cost of taxes owed. Unlike under current corporate income tax policy, businesses would also owe
tax on wages paid to their employees, so pre-tax wages would likely decrease as a result (Burman
2016a; Rosenberg et al. 2016). As Rosenberg et al. (2016a:6) note, however, this reduction would
be “partially offset by an increase in wages due to elimination of the employer share of the
payroll tax.”

Because low-income workers spend higher portions of their earnings than do high-
income people, consumption taxes like Cruz’s proposed business flat tax are regressive (Burman
2016a; Matthews 2016d). Cruz’s simple flat tax would tax all income over $36,000 at 10 percent,
including investment income. In terms of progressivity, this element of Cruz’s plan would be
better than other GOP proposals like Rubio’s, which would eliminate capital gains taxes, but
more regressive than the current top capital gains rate, which is 23.8 percent (Matthews 2015b).
Along with the 10 percent flat income tax, Cruz would increase the standard deduction from
$6,300 to $10,000 for single filers ($12,600 to $20,000 for joint filers) (Cruz 2016). Although all
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taxpayers would initially see an increase in after-tax income, the “depressing effect of the VAT
on wages” would eventually outweigh the higher standard deduction for the bottom quintile
(Rosenberg et al. 2016:12). The VAT would cause pre-tax wages to fall because the 16 percent
rate is higher than the current employer portion of payroll tax and because wages would no longer
be a deductible expense for businesses. Yet for all but the lowest-income taxpayers, the
regressivity of the VAT would be mitigated or offset by the reduced income tax burden
(Rosenberg et al. 2016).

As mentioned above, Cruz has also proposed to eliminate many current tax policy
provisions in the name of simplification, including all ACA taxes. Perhaps most notably, the Cruz
plan would eliminate the payroll tax, which is currently set at 15.3 percent and funds Social
Security and Medicare. According to Tax Policy Center analysis, cutting the payroll tax would be
the largest source of revenue loss under Cruz’s plan. Cruz’s VAT would offset 70 percent of lost
revenue from cutting income tax and eliminating payroll tax, but the Cruz campaign promises to
“maintain full funding for Social Security and Medicare” without specifying how (Rosenberg et
al. 2016; Cruz 2016). In debates and campaign speeches, Cruz has articulated that he would keep
benefits the same for current seniors but for younger workers would raise the retirement age, have
benefits grow more slowly by tying them to inflation, and encourage the use of tax-deferred
private savings accounts (Cruz 2016a; Fox Business 2015). Cruz’s proposed Universal Savings
Accounts (USAs) function like IRAs, but funds can be withdrawn at any time for any purpose.
Rosenberg et al. (2016:5) judge that USAs would allow “most taxpayers [to] eventually pay no
income tax on their investment returns.”

Cruz’s plans to cut the payroll tax and establish USAs are consistent with the literature on
long-term conservative retrenchment tactics. Butler and Germanis’s 1983 essay explicitly
advocated for the creation of private alternatives that would undermine social investment in
programs like Social Security and Medicare. Such shelters exist today in the forms of IRAs,
HSAs and Cruz’s proposed USAs and cause the policy-induced change in public opinion that
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Pierson (1994) identifies as one of the primary forms of systemic retrenchment. The most
consequential feedback effect of these policies is that they split the population along class lines,
and those who can afford the private option are no longer invested in maintaining traditional
social insurance programs.

A final aspect of Cruz’s plan is his elimination of most individual tax expenditures. Cruz
would cut all tax credits and deductions except for the CTC, EITC, home mortgage interest
deduction and charitable contribution deduction. Because tax expenditures benefit various groups
and incentivize many types of activities, the impact of cutting them depends on what is cut. The
EITC and CTC are some of the most progressive tax policies because they are refundable and
therefore benefit low-income workers who don’t owe income tax. Deductions, however, are
generally regressive, first because high income people are more likely to buy homes and give to
non-profit organizations, and second because deductions are worth more for taxpayers in higher
marginal tax brackets (Freedman 2012; Steuerle at al. 2008). Notably, Cruz’s proposed VAT
would “hammer the elderly,” who spend more than 100 percent of their after-tax incomes on
average and would not benefit from the neutralizing effects of EITC expansion or elimination of

payroll tax because they don’t work (Yglesias 2016).

Marco Rubio

While Rubio is widely identified as the moderate, establishment candidate for the
Republican Party—especially compared to Cruz and Trump—his “pro-growth, pro-family” tax
plan is not moderate (Rubio 2016a). In fact, none of the 2016 Republican presidential candidates
have moderate tax policy proposals, supporting the literature on George W. Bush’s tax policy
about public opinion and political polarization. Hacker and Pierson discuss how primary politics
in particular provide a polarizing context in which it is advantageous for candidates to “race for
the base,” leading candidates’ platforms to be more representative of their party’s doctrines than

of voter sentiments (2005:41). While Rubio’s plan is less radical than Cruz’s, it also shifts the
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U.S. tax code towards a consumption-based system and therefore heavily favors high-income
taxpayers and the wealthy.

Rubio’s plan cuts taxes overall, but in different ways than Cruz’s plan and other
Republican tax proposals, representing a departure from the conservative fiscal doctrine of
loading tax cuts on the rich (Lind 2015; White 2015). Rubio’s policy proposals are characteristic
of the reform conservative movement, whose members “want the [Republican] party to get more
flexible in its views toward tax and spending levels in order to help the middle class” (Lind
2015). The Rubio tax plan condenses the individual income tax code down to three rate brackets
(15, 25, and 35 percent) without lowering the top marginal rate by much (the current top rate is
39.6 percent) (Rubio 2016a). Rubio also proposes a $2,500 partially refundable expansion to the
CTC, a new $2,000 personal tax credit ($4,000 for joint filers) to replace the standard deduction
and personal exemption and “equalize tax savings received by households at different income
levels,” a new $2,500 higher education credit and a 25 percent credit to businesses who offer paid
leave (Maag, Williams, Rohaly, and Nunns 2016:7).

The expanded CTC and the new paid leave credit are the core of the “pro-families”
aspect of Rubio’s plan. In contrast to Clinton and Sanders’s plans, Rubio’s paid leave proposal
avoids “pricey, harmful government mandates” and instead incentivizes businesses by providing
a 25 percent tax credit to those who choose to offer between 4 and 12 weeks of paid leave to their
employees (Rubio 2016b). In an op-ed announcing his paid leave credit, Rubio wrote that it
encourages businesses to offer paid leave by “creatively apply[ing] our free enterprise principles”
(Rubio 2015). The plan has been criticized because tax credits meant to incentivize employer
behavior (e.g. the Welfare-to-Work and Work Opportunity credits) have not been very effective
in the past (Flowers 2016). Because of this, white collar employers who already offer paid leave
are more likely to take advantage of the tax credit, leaving behind 77.2 million hourly-wage
workers. Low-wage and part-time workers, who are less likely to benefit from tax credit-based
leave, are disproportionately women and people of color (Flynn 2015). That a Republican
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candidate is proposing paid leave at all indicates that paid leave is gaining ground as a bipartisan
issue, even if Rubio’s version of it does little to overcome employment inequality.

Even though the Rubio tax plain contains segments that would help middle class families,
it is still largely regressive. Rubio would eliminate the estate and gift taxes, capital gains tax, the
alternative minimum tax (AMT) on individuals and businesses and all ACA taxes (Maag et al.
2016; Rubio 2016a). These taxes are some of the most progressive taxes and largely target
wealthy and high-income taxpayers, so eliminating them would be a significant shift towards
regressivity, similar to the Bush 2001 cuts. Under Rubio’s plan, the bottom quintile of taxpayers
would see an average $251 (2.2 percent) increase in after-tax income, while the top quintile
would gain $16,008 (6.2 percent) on average and the top 0.1 percent would gain $932,841 (13.6
percent) (Maag et al. 2016). These figures are not as regressive as those estimated for Cruz’s
plan, but still favor the rich by huge margins. As a percentage of GDP, Rubio’s cuts would cost
2.6 percent, which is still substantially higher than the 2.1 percent cost when Reagan cut the top
marginal rate from 70 to 50 percent in 1981 (Burman 2016b).

The plan would also “dramatically simplify the tax code” by eliminating all itemized
deductions, keeping the ones for home mortgage interest and charitable contributions but making
them available to all taxpayers not just itemizers (Maag et al. 2016). This aspect of Rubio’s plan
is similar to Cruz’s and, taken apart from the other components of his plan that dramatically favor
the rich, is progressive because itemized deductions disproportionately benefit high-income
taxpayers.

As for business taxes, Rubio would cut the corporate income tax rate from 35 to 25
percent. Under the new policy, small businesses would pay the new corporate rate instead of
individual rates as they do under current law (Maag et al. 2016). Investments and expenditures
would be immediately expensed, and both taxes on interest income and the deductibility of
interest payments would be eliminated, effectively transforming the corporate income tax into a
“cash-flow consumption tax” (Maag et al. 2016; Matthews 2015a; Williams 2016). In conjunction
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with removing taxes on individual capital gains, Rubio’s business tax plan resembles the X-tax
outlined by economist David Bradford as a progressive alternative to a pure consumption tax
(Maag et al. 2016; Matthews 2016c¢). X-taxes are similar to VATS, but allow businesses to deduct
wage expenses and then wages are taxed at progressive rates, as under Rubio’s proposal. Taxing
wages at progressive rates mitigates the regressive element of VATS by offsetting the
disproportionate burden that pure consumption taxes have on low-income workers (Maag et al.
2016).

All said, Rubio’s tax plan is hardly more progressive than Cruz’s. His paid leave tax
credit is likely to only benefit workers at white-collar firms that already have generous leave
policies. His new general taxpayer credit has been understood by some analysts as a form of basic
income, but the Rubio campaign clarified that the rules surrounding the credit “would be tailored
to ensure that [the] reforms would not create payments for new, non-working filers” (Matthews
2016c¢). The elimination of capital gains taxes and adjustments to the corporate tax code equate to
a consumption-based tax system, and lastly, Rubio supports a balanced budget amendment, which
would lead to huge cuts to social spending when combined with his $6.8 trillion tax cuts (Maag et

al. 2016; Rubio 2016c).

Hillary Clinton

Of the four 2016 presidential candidates in this study, Clinton has the tax plan that
changes the current tax code the least. Her plan leaves the basic structure of the U.S. tax code
essentially as is, adding rules and regulations around the edges to “restore basic fairness to the tax
code” and “ensure that the super-wealthy pay their fair share” (Clinton 2016f). With campaign
rhetoric centered on fair, strong, and long-term economic growth, Clinton has promised not to
raise taxes on anyone with income under $250,000 and plans to fund tax expenditures and
policies that help the middle class by raising taxes on corporations and high-income taxpayers
(Flynn 2016; Clinton 2016a; Clinton 2016f). To accomplish these goals, the Clinton plan uses tax

policy in three main ways: raising taxes on wealthy individuals, regulating the financial industry
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through the tax code, and using tax expenditures to both help middle class taxpayers and
incentivize less risky behavior by big banks.

Although Clinton’s plan is not as much of an overhaul as Sanders’s (discussed below), it
would still raise government revenue substantially. The Tax Policy Center estimated that the plan
would raise revenue by $1.1 trillion over the first decade (Auxier, Burman, Nunns and Rohaly
2016). Based on her anti-tax pledge to the middle class, Clinton’s plan would affect after-tax
incomes of the bottom four quintiles very little. The top quintile would see their after-tax incomes
decrease by an average of $4,527 (1.7 percent), while the top 0.1 percent would lose $519,741
(7.6 percent) (Auxier et al. 2016). Compared to the magnitude of Republican candidates’ tax cuts,
Clinton’s increases are notably small.

Unlike other candidates, Clinton’s tax policy plans are not presented in a single
comprehensive proposal. Her “Restoring Basic Fairness” document outlines the ways in which
she would raise taxes on the wealthy and crack down on tax avoidance, but other uses of the tax
code to regulate business behavior and provide tax credits to the middle class are scattered
throughout other policy documents and proposals. This dynamic itself indicates that although
Clinton strives to be perceived as a champion of the middle class, she is really just tinkering
around the edges of the existing tax system and is fundamentally more accepting of the role of big
business in American political economy (Flynn 2016; Stein 2016). A strengthened American
middle class would “require reshaping entrenched political positions and convincing solid
majorities of voters of the vital role of government in their lives,” not just a list of proposals that
add incentives and credits to the current code (Porter 2015).

To raise taxes on the rich, Clinton proposes a 4 percent surcharge on any income
(including returns on investment) over $5 million, imposing a 30 percent minimum effective rate
on taxpayers with income over $1 million, expanding the estate tax by lowering the exemption
threshold and raising the maximum rate from 40 to 45 percent, and closing loopholes like the
carried interest loophole used by hedge fund managers and those allowing the affluent to stash
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money in tax-deferred and tax-free retirement accounts (Matthews 2016b, Clinton 2016f). These
four provisions, which form the core of Clinton’s “Restore Basic Fairness” plan, would only
affect the top 2 percent of American taxpayers (Kurtzleben 2016). Clinton’s unabashed targeting
of the super-rich not only means that her plan would be unlikely to pass in a Republican congress,
but it also affirms the Republican claim that the Democratic Party is the party of taxing the rich.
As Matthews (2016a) notes, however, it is important to contextualize Clinton’s proposals. Even
Clinton’s proposed 45 percent estate tax maximum rate is very low historically; 35 percent (after
the Bush tax cuts) is the lowest it has ever been and it peaked at 77 percent between 1940 and
1976. Before 2001 the estate tax exemption threshold had never been above $1.5 million except
for a brief peak in 1932, so even reducing it to $3.5 million as Clinton proposes from the current
$5.5 is not that progressive by historical standards (Matthews 2016b).

Yet Clinton’s aims, even if considerably discounted by her means, are still progressive.
She would use the $400 to $500 billion generated over 10 years by these proposals for
“investments that will drive strong growth and raise the pay of middle-class families” (Clinton
2016f). Based on Clinton’s other proposals, these “investments” would mostly come in the form
of new and expanded tax credits and measures to regulate corporations and incentivize them to
provide opportunities and increase wages for the working and middle classes. On an individual
level, Clinton plans to use tax credits to assuage the costs of higher education, childcare, caring
for aging or sick family members, and out-of-pocket medical expenses. To increase middle and
working class access to higher education and childcare, Clinton would expand the existing
American Opportunity and Child and Dependent Care credits. For health costs and caregiving,
she has proposed new credits: a 20 percent credit to offset up to $6,000 of caregiving costs and a
refundable credit of up to $2,500 ($5,000 for families) to cover out-of-pocket healthcare costs for
people who “may not benefit as much from currently available deductions” (Clinton 2016b;
Clinton 2016d). The health costs credit would be available to taxpayers paying more than 5
percent of their income in out-of-pocket health costs, and the caregiver credit would start to phase
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out for people making over $120,000 (Clinton 2016g; Gleckman 2015). These eligibility criteria
indicate that the credits are designed to help middle- and working-class people. On paid leave,
Clinton differs from Sanders and many congressional Democrats who support the FAMILY Act,
which would institute a 0.2 percent tax on both employers and employees to create a social
insurance program for paid family and medical leave. Clinton does support 12 weeks of federally
mandated paid leave, but she would “ensure that the plan is fully paid for by a combination of tax
reforms impacting the most fortunate” (Clinton 2016g).

For businesses, Clinton would expand the New Markets and Work Opportunity credits,
which benefit companies that invest in post-industrial communities and hire workers from groups
facing employment barriers, respectively. Clinton has also proposed new credits to make the
labor market more favorable for the middle class, including one for profit sharing and another for
companies that train and hire apprentices (Clinton 2016c). Unlike many Republican presidential
candidates, Clinton would not change the tax deductions available to businesses and individuals.
She would, however, limit the value of deductions to 28 percent for those who itemize
(Pomerleau and Schuyler 2016). This a progressive proposal because itemized deductions are one
of the main ways high-income and wealthy tax payers are able to lower their effective tax rates.

In addition to using tax credits to incentivize desirable business behavior, Clinton’s plan
for regulatory reform also includes a number of tax policy proposals. The “Wall Street Should
Work for Main Street” plan is broad and detailed, and Clinton has been praised for having a more
scrupulous approach to regulation than does Sanders (Konczal 2015; Clinton 2016e; Yglesias
2015a). Some components of the plan, like defending and strengthening the Dodd-Frank Act and
increasing the federal government’s direct regulatory capacities, are beyond the scope of a study
focused on tax policy, but Clinton’s proposals for Wall Street reform also use the tax code to
manage banking activity. One such policy is the “risk fee” that would be assessed on financial

institutions holding more than $50 billion in assets (Clinton 2016e). The fee would be higher on
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banks with greater amounts of debt and with more short-term debt, and is “designed to nudge the
banking system toward institutions becoming smaller” (Y glesias 2015a).

Another regulatory tax provision in Clinton’s plan is the tax on high-frequency trades
targeting order cancellations in computer trading. According to the Clinton campaign the goal of
this tax would be to reduce “unfair and abusive trading,” but because the plan only taxes a very
specific kind of transaction it would not raise much money (Konczal 2015). The final piece of tax
policy in Clinton’s regulatory agenda is her plan to change the capital gains rates schedule. Under
current law, investment income on holdings of less than one year are taxed at ordinary income
rates and anything held for longer than a year is taxed at 23.8 percent. Clinton’s plan would
“elongate the decline” between the income tax rates and the long-term capital gains rate (which
would stay the same), effectively increasing rates on capital gains held for between two and six
years. Although this proposal affects individual investors, it is designed to incentivize taxpayers
to hold investments longer, thereby “reducing pressure on corporations to show near-term gains
in their share price, so they could focus on making long-term investments and boost worker pay”
(Meckler 2015).

All three major categories of Clinton’s tax and economic reform proposals—high-income
tax increases, middle class tax credits and regulatory tax incentives—are superficially progressive
but do not attempt to restructure the economy in ways that would benefit the middle and working
classes. Given the tenor of Clinton’s campaign and her willingness to identify with the growth-
oriented New Democrats—and the context of the likely Republican-controlled Congress in
2017—Clinton’s tax policy is likely to continue the trend of the Democratic Party’s rightward
shift on economic issues. In contrast to the New Democrats of the 1990s, who scholars have
widely credited with enabling Wall Street deregulation and a number of other regressive
economic policies, Clinton does have a thorough proposal for regulatory reform. But the detailed
nature of her plan is a better indicator of her familiarity with economic policy than of founded
belief in economic regulation.
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Bernie Sanders

In contrast to Clinton and the Republican candidates, Sanders has plans to drastically
increase direct federal spending funded by tax increases across the board to both individuals and
companies. Many of Sanders’s policy proposals are more redistributive than anything American
Democrats running for office have dared to propose in the last 30 years. Among the social
democratically oriented plans Sanders has proposed are a single-payer healthcare system dubbed
“Medicare for All,” free public college tuition, Social Security expansion, infrastructure
improvements, paid family and medical leave, and a youth jobs program (Sanders 2016b). In
order to pay for these policies and programs, Sanders has proposed reforms to individual income
tax, payroll tax, business income tax, estate tax, and the creation of a new financial transactions
tax (Sanders 2016c; Cole and Greenberg 2016). Although Sanders does not propose as drastic a
restructuring of the tax code as do many Republican candidates, his plans would raise federal
revenue through taxes mostly aimed at the rich about as much as conservative plans would cut
taxes on the rich and decrease revenue (Gleckman 2016). According to Tax Foundation analysis,
Sanders’s tax plans would raise federal revenue by $13.6 trillion over 10 years. When accounting
for predicted slowed economic growth induced by the plan, however, it would only end up raising
$9.88 trillion (Cole and Greenberg 2016).

Sanders’s plans for individual income tax reform are one of the sharpest points of
contrast to Clinton’s stance on taxation and funding for federal programs. As a social democrat,
Sanders believes that social insurance programs that benefit all members of society should be
paid for by all members of society, unlike Clinton who has promised not to raise taxes on anyone
with income under $250,000. While the current top marginal tax rate for individuals is 39.6
percent, the Sanders would create four new bracket rates: 37 percent, 43 percent, 48 percent, and
52 percent (Sanders 2016b; Matthews 2016a). In addition to these increased rates for higher-
earning Americans, the Sanders plan would levy a 2.2 percent “income-based premium” to help
pay for his proposed single-payer health insurance system. Other individual income tax
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provisions that would help fund Medicare for All are Sanders’s plans to tax capital gains and
dividends at the same rate as wage income for those making over $250,000 and, like Clinton,
limit savings from itemized deductions to 28 cents for every dollar claimed (Sanders 2016b;
Sammartino, Burman, Nunns, Rosenberg and Rohaly 2016). His increases on capital gains rates
for wealthy Americans are some of the most dramatic changes to the individual tax code: The top
marginal rate would increase from 24.1 to 62 perecent (Sammartino et al. 2016). While Sanders’s
overall plans are distinct from Clinton’s in that they raise taxes for everyone, the capital gains tax
in one example of policy that specifically targets the rich.

Sanders’s estate tax proposal offers yet another example of how he plans to reform the
tax code to reduce economic inequality. Like Clinton, Sanders would lower the exemption
threshold from the current $5.5 million to $3.5 million. Sanders’s plan would also establish a
“new progressive estate tax rate structure,” with 45, 50 and 55 percent rates depending on the size
of the estate and a 10 percent billionaire’s surtax making the top rate 65 percent (Sanders 2016c¢).
Even with the lowered threshold, the estate tax would only affect the wealthiest 0.3 percent of
Americans.

Beyond changes to the individual income tax code, Sanders would make changes to the
payroll tax to fund his proposals. In addition to the 2.2 percent income tax premium mentioned
above, employers would pay a 6.2 percent payroll tax on employee’s income as contribution to
the single-payer health care system (Sanders 2016b; Sanders 2016d). Sanders also supports the
FAMILY Act that Senator Kirsten Gillibrand and Representative Rosa DelLauro have introduced
in Congress (Cole and Greenberg 2016; Sanders 2016b). Lastly, Sanders would reform the
payroll tax that funds Social Security to make it more progressive by lifting the current $118,500
cap on taxable income. In his plan to “Strengthen and Expand Social Security,” Sanders calls out
Republicans for distorting information about the financial sustainability of Social Security and
explains how his proposals would fund Social Security for the next 50 years and expand revenue
enough to increase benefits and cost of living adjustments (Sanders 2016e).
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Sanders’s proposals to reform to the corporate tax code are another point of departure
from both Clinton and the Republican candidates. Sanders would repeal the tax subsidies
benefiting fossil fuel corporations and institute a tax on carbon pollution (Sanders 2016a).
Additionally, many of Sanders’s corporate tax reform proposals are centered on reducing tax
avoidance by closing loopholes exploited by international corporations (Sanders 2016c¢). The
Sanders campaign is proposing to “end the rule allowing American corporations to defer paying
federal income tax” on income made overseas until that money is brought back to the U.S.
(Sanders 2016¢). At the same time, Sanders would reform the law to prevent companies from
claiming foreign tax credits to offset foreign income that isn’t actually subject to U.S. taxes.
Finally, Sanders’s plan also says he would prevent corporate inversions and stop the practice of
companies claiming to be foreign and avoiding taxes by establishing post office boxes abroad.

While Sanders favors large direct measures and legislative reform to regulate the
financial industry and break up banks that are “too big to fail,” his proposals also embrace the use
of taxation as a regulatory tool. Sanders has proposed a financial transactions tax that would be
levied on financial institutions (not individual investors) at rates of 0.5 percent for stocks, 0.1
percent for bonds and 0.005 percent for derivatives (Sanders 2106c¢). While his plan is not as
detailed as Clinton’s, his campaign rhetoric about the financial industry and wealth and income
inequality suggest an approach to regulation that fundamentally changes the role big banks play

in American economy and politics.

ANALYSIS

Clinton and Rubio on Tax Credits

Clinton and Rubio are the two candidates whose tax proposals include the most credits.
Given that tax credits, and expenditures in general, have historically been a successful bipartisan
policy tool, it makes sense that the two more moderate candidates have included them in their

proposals. Yet tax credits themselves are not definitively liberal or conservative; their impact
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depends on how they are used. As mentioned above, they are often enacted as alternatives to
direct spending programs, as targeted aid to specific groups of citizens, as private-sector subsidies
and as plain old tax breaks (Howard 1997). Traditionally, Democrats have favored the former two
uses and Republicans the latter. Clinton and Rubio’s credit proposals support this narrative upon
initial comparison. Rubio’s paid leave credit plainly uses the tax code to incentivize socially
desirable behavior by businesses. His child tax credit is designed to provide a “meaningful
incentive to work” for low-income families by reducing their tax burden (Rubio 2016a). Clinton’s
new medical expenses and family caregiving credits, along with her plan to expand the dependent
care credit, are easily defendable as politically feasible alternatives to direct spending that would
accomplish similar goals.

Even though Rubio and Clinton’s credits appear to vary typically by partisan ideology,
closer examination reveals that they function strikingly similarly. That the Republican and
Democratic parties are commonly understood as polar opposites means that politicians’ proposals
are held to different standards and analyzed in different contexts. As Theda Skocpol recently
commented in an interview with Ezra Klein, “tax plans tend to get reported on in the terms the
candidates themselves prefer” (Klein 2016). In interpreting policy implications for shaping
political economy and the role of government in people’s lives, it is thus necessary to account for
the differential contexts in which the plans are proposed. From this perspective, it becomes clear
that the underlying ideologies of Rubio and Clinton’s proposals are the same. Both candidates use
tax credits as a kind of insulator between capitalist economic forces and the people who are most
disadvantaged by them, without proposing to change the system’s structure in ways that would
prevent economic inequality from becoming so stark in first place. Clinton is reviled by liberal
Democrats for this exact reason: She’s too complacent. Rubio is also criticized from within his
own party by conservative economic purists who deny that poverty and inequality need be

acknowledged at all.
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As discussed above, tax credits have been the primary way liberal Democrats have been
able to preserve the semblance of a welfare state in the last 35 years. From a social democratic
standpoint, however, tax credits are a huge compromise, and a consequential one. Even though
credits like the ones Rubio and Clinton propose are types of short-term welfare state expansion,
they enable long-term retrenchment by delegitimizing direct government programs and allowing
even Democrats to run on anti-tax rhetoric, as Clinton has been doing. Clinton and Rubio’s tax
credit strategy relieves some of the strain caused by proletarianization: Fewer and fewer people
can actually afford a middle class lifestyle, but with the help of tax credits their economic
marginalization is a little bit more bearable. In the long run, Rubio’s cause would benefit from
such credits because their numbing effect legitimizes conservative economic theory and its
adoption by workers themselves. For Clinton, the effect is the opposite. By distancing workers
from the socioeconomic forces they are subject to, Clinton’s approach erodes the traction of
progressive economics. Clinton’s adoption of tax-focused economic policy is toxic to broader
progressive goals and shifts the parameters of the discussion on the role of the government in
shaping the economy and providing public goods and services.

In addition to the variance in ideological consequences of Clinton and Rubio’s credits
based on their partisan contexts, the policies would likely fare differently in Congress despite
their underlying similarities. Based on the research showing that Democrats have often supported
Republican economic policy (but not vice versa), Rubio’s credits would be more likely to pass.
Even though Clinton’s credits wouldn’t carry the stigma of direct government spending, on a
superficial level they do appear to function like social benefits, giving them a notable
disadvantage in today’s political climate.

Clinton and Sanders on Paid Leave and Funding Social Policy

The differences between Clinton and Sanders’s paid leave plans offers another point of

comparison that illuminates ideological differences between the candidates and, in this case,

tension within the Democratic Party. Clinton and Sanders both support replacing the 1993 Family
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and Medical Leave Act (FMLA), which is now outdated and makes the U.S. the only developed
nation that doesn’t guarantee some form of paid leave. While Sanders supports the FAMILY Act,
Clinton does not because its small payroll tax increase would violate her promise not to raise
taxes on the middle class. One of the main points of Clinton’s campaign is that she has been a
long-standing champion of women and children, yet she doesn’t support the current most
progressive approach to establish paid family leave. On the other hand, Sanders embraces the
social insurance approach to paid leave that Sen. Kirsten Gillibrand and Rep. Rosa DelLauro are
currently sponsoring in Congress.

Both candidates agree categorically that the government should provide public goods and
therefore should mandate that employers offer 12 weeks of paid leave. Where they differ is in
how paid leave should be funded. In contrast to Sanders’ support of the FAMILY Act, Clinton’s
tax-the-rich approach brings up two questions. First, can and should taxes on the rich be the
primary funding stream for welfare state policy that supports the middle and working classes?
Critiquing unfunded Republican tax cuts as well as Clinton’s approach, one National Review
writer commented that Democrats’—specifically Clinton’s—Dbelief that the economy can survive
continued taxation and spending without contribution from the middle class “goes beyond bad
math and enters the realm of pure fantasy” (Tanner 2015b). Matthew Yglesias (2015b) of Vox
points out that the most successful social policies and programs benefit a broad range of people
and are paid for by the whole population. Democrats have, at least in theory, supported such
social insurance programs as Medicare and Social Security since the days of FDR.

This brings us to the second question: What does it mean that the Democratic frontrunner
iS running on a platform of “no new taxes” akin to the Bush campaign of 1988? As Sanders
pointed out in one of the Democratic primary debates, Clinton is “disagreeing with FDR on social
security, LBJ on Medicare, and with the vast majority of progressive Democrats in the House and
Senate,” referring to Clinton’s lack of support for the FAMILY Act (Flynn 2016). Paid leave is
just one example of Clinton’s tendency toward indirect social policy that consequently loosens

34



the public’s knowledge of and trust in broad, direct spending programs. The argument that such
an approach is a political necessity suggests “intellectual bankruptcy in contemporary American
liberalism” ('Yglesias 2015b). Like Obama before her (who also vowed not to raise taxes on the
middle class), Clinton is essentially telling Americans that government programs aren’t worth
paying for.

Clinton’s adoption of anti-tax rhetoric means that she is subscribing to the Republican
terms of the debate and raises the question of whether she is fundamentally conservative or
progressive. Perhaps more so than the New Democrats of the 1990s—who deregulated the
economy and passed welfare reform that hurt the poor—Clinton thinks government should help
working Americans. But her ideas about how fund such activities betray a basic acceptance of
American capitalism as it is. The headline of the Clinton campaign’s economy page reads “A plan
to raise American incomes,” but her strategy to do so is primarily founded on tax relief for the
middle class and tax increases for corporations and the wealthy.® Not only does this seem like a
centrist Democrat’s spin on trickle-down economics, but it also indicates Clinton’s rejection of
the notion that government can directly affect income distribution and economic inequality.
Clinton’s recognition of economic inequality serves as a campaign strategy in itself, but she
doesn’t actually believe that government should change the rules of the game.

Regardless of how likely Sanders is to beat Clinton, his role in the 2016 Democratic
primaries has been to provide a liberal progressive point of contrast to Clinton, who represents
continuing rightward creep of the Democratic Party’s economic politics. Sanders might not be an
actual member of the Democratic Party, but his is the first truly progressive candidacy the party
has seen since Walter Mondale ran in 1984. He has made progressive economics relevant to
mainstream politics in a way that no one has since the New Demaocrats took control of the party

after Mondale’s landslide loss to Reagan. Even if Sanders loses to Clinton, his campaign has

3 Even though Clinton does have a substantial infrastructure investment plan, her tax policy rhetoric has
been much more central to her campaign.
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already debunked the conventional wisdom that centrist policies are the only way a Democrat can
win popular support.* Clinton carries the legacy of being a pragmatic choice for Democrats, but
Sanders is recasting her realism in a light of complacency—or even complicity—on matters of

economic inequality.

Ideological Approaches to Regulation

Regulation is yet another issue on which the 2016 presidential candidates’ stances offer
insight into defining ideological questions of American political economy. Although Clinton and
Sanders are the only two candidates whose tax plans include proposals for regulation, their
contrast to Cruz and Rubio’s positions—and to each other—indicates deeply different beliefs
about the ideal relationship between state and economy. On one end of the spectrum, Sanders’s
proposals to directly break up the biggest banks and tax the profitability of financial trading
demonstrate his desire to invest much more power in the state than has traditionally existed in the
U.S. Sanders also favors direct legislative measures like a reinstatement of the 1933 Glass-
Steagall Act, the law that regulated the separation of commercial and investment banking and the
repeal of which was one of the most significant deregulatory measures of the 1990s (Hacker and
Pierson 2010). On the other end of the spectrum, Rubio’s National Regulatory Budget and Cruz’s
Five for Freedom and Grace Commission 2.0 plans represent the inverse of Sanders’s regulatory
plans: the private sector dictating the capacities of government. Clinton’s regulation policy falls
somewhere between these two poles. Her proposals don’t fundamentally challenge the power
wielded by the financial sector as much as they focus on regulating risk-taking in the existing
system.

As Sanders would have it, the state would do more to structure the economy by reducing
the power of the largest financial institutions. Sanders is essentially proposing that the U.S. depart

from the liberal welfare state model in favor of social democracy. It’s not an easy sell. Even

4 At the time of this writing (March 9, 2016), Sanders had won 8 primaries to Clinton’s 12.
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though Americans do support many social policy objectives, Sanders is not just asking Americans
to reflect on the supportive role government plays through existing programs. More than that, he
is challenging American cultural identity by proposing that all citizens should have access to
universal social programs regardless of individual achievement. Despite varying political and
economic beliefs within the country, American cultural individualism makes Sanders’s goals for
political revolution difficult to realize on a national level.

The Republican candidates’ positions on economic regulation are also radical but are not
as much of a departure from the current system as are Sanders’s. Even though the New Deal
vested significant regulatory capacities in the federal government, the trend since then has been to
gradually abandon state oversight of economic forces (Hacker and Pierson 2010). Rubio and
Cruz’s proposals to impose concrete limits on economic regulation, although mostly
unprecedented, are not a far cry from the implicit dynamic between the state and the economy
that has been enabled by 35 years of drift in economic policy.

Sanders, Cruz and Rubio’s proposals for economic regulation all embrace the power that
government has to structure the economy, but in different ways. Even though Cruz and Rubio
both espouse small-government ideals and goals to “rein in Washington,” their plans actually
propose just as active a state as does Sanders’s, only in the opposite direction. Cruz and Rubio’s
plans are the embodiment of Soss et al.’s description of neoliberalism. The Republican plans for
deregulation use the presidency as a means to strengthen the relative power of capitalism over the
state. Given the context of electoral politics, they do this by capitalizing on Americans’
conceptions of individual autonomy, strategically glossing over the structural implications of such
an approach for meritocratic achievement. Clinton is the only candidate whose proposals for
regulation do not alter the foundations of the relationship between state and economy. However
detailed her plan for risk management may be, her use of taxation and other indirect means

signals a lack of progressive ideological goals for American political economy.
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Cruz and Sanders on Capitalism and Inequality

Conceptualization of inequality is a final lens through which to compare candidates that
reveals the ideological dynamics of American politics. Specifically, the differences between
Cruz’s and Sanders’s tax plans make the contrast between progressive and conservative
worldviews particularly clear. Not only do the two candidates’ plans have dramatic substantive
differences, but they also frame issues of economic inequality in completely different ways. This
is evident in two ways. Where Cruz’s plan represents a shift towards a consumption-based tax
system, Sanders’s makes the income tax more progressive and significantly increases the taxation
of wealth. Secondly, where Cruz supports privatization and diminishment of welfare state
functions, Sanders advocates for the expansion and creation of broad social insurance-type
programs. Both of these points are related to divergence between conservative preference for
economic growth and progressive prioritization of redistribution.

The first point of comparison is a question of the tax base. Cruz’s proposed income and
business flat taxes (and elimination of payroll tax) are not just huge tax rate cuts; they change the
basic source of taxation from income and wealth to consumption. As discussed above,
consumption taxes are regressive because low-income people spend a much higher proportion of
their earnings on necessary consumption. Conservatives like Cruz support consumption taxes on
the basis that they remove disincentives to save and invest, activities which are primary drivers of
economic growth. Because conservatives believe in the efficiency of markets as the most valid
way to structure society, economic growth is the underlying goal of policies like Cruz’s.
Sanders’s approach is the antithesis to the conservative narrative. His proposals for the addition
of higher income tax brackets, payroll tax increases, and dramatically increased capital gains rates
reflect his belief in taxation as a tool for redistribution—a way to counter the wealth
accumulation that capitalism produces. For Cruz, taxation is a tool to facilitate free markets. For

Sanders, it reverses free market forces.
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The difference between the two candidates’ respective worldviews and uses of taxation
stems from their contrasting theoretical approaches to economic inequality. The conservative
narrative holds that economic inequality and poverty are natural byproducts of the market
economy, but are temporary if the market is truly unrestrained by the state. The view adheres to
the economic logic proposed by Adam Smith (1776) in the eighteenth century. Applying the laws
of supply and demand to the labor market, Smith supposed that wages would reach equilibrium at
a point that was beneficial to both workers and their employers. By this understanding, state
intervention artificially maintains a labor surplus and thus depresses wages. While taxes are
necessary for government to function, consumption taxes are the most market-friendly way to
raise revenue. The progressive ideology, on the other hand, is founded in Marxism. According to
Marx ([1867] 1977), mechanization and the capitalist trend towards productivity would always
outpace the labor supply, meaning that there would always be a labor surplus and wage
“equilibrium” would always be unlivable. From this standpoint, state intervention through
policies like minimum wage and welfare programs are necessary to prevent workers from falling
into destitution.

Beyond just what is being taxed, Cruz’s and Sander’s plans exemplify the difference
between worldviews in how and whether they provide services to the public. Sanders’s proposals
for single payer healthcare, Social Security expansion, publicly funded paid leave, and free public
college tuition are all examples of the government providing direct services to decommodify
labor. In accordance with the conservative economic worldview, the Cruz plan contains no
proposals for new or expanded public services. Cruz’s push towards a consumption-based tax
system and welfare state privatization (through USAs and Social Security reform) are attempts to
remove state intervention from the labor market. In Cruz’s view, only when markets are actually
free from state influence does the mechanism of supply and demand enable the alleviation of

poverty.
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CONCLUSION

The goal of this thesis has essentially been to explore and understand the variation among
the tax policy proposals of 2016 presidential candidates on three levels: the details and rhetoric of
the policies themselves, the realities they insinuate, and the worldviews they represent. By and
large, the four candidates | have studied fit predictably within the tax policy and general political
and economic trends of the last three decades. Although the presences of Trump and Sanders
perpetuate the notion that this election cycle is unlike anything we have ever seen before, most of
what these four candidates have proposed only provides further evidence of scholars’ conclusions
about ideological shift and welfare state retrenchment.

Of the four candidates in this study, Cruz and Rubio’s policy proposals are the most
consistent with the literature on shifting ideological representation. Much coverage of the election
cycle so far—from liberal, conservative, and non-partisan news outlets—has treated Cruz and
Rubio’s radical conservatism with an alarmist tone. While their tax plans are indeed radical, their
desires to shift towards a consumption-based tax system and cut taxes for the rich and
corporations are not unprecedented. These plans are symptomatic of Republicans’ decreasing
representation of the public’s political preferences, but this is not a new phenomenon.

Analysis of Clinton’s tax plans suggests she is more economically conservative than
progressive. Her similarities to Rubio on tax credits and her differences to Sanders on funding
social programs are evidence of this. Initially, this analysis of Clinton leads to the conclusion that
she’s more of a Republican than a Democrat. The problem with that analysis is that it assumes the
Democratic Party is economically progressive, and it is not. Based on the DNC’s official
economic platform, which cites government fiscal responsibility, tax relief to working families,
and tax reforms to “help workers save for retirement” as ways to ensure economic security for the
masses, Hillary Clinton represents the party well (Democratic National Committee 2016). Of
course, progressive members within the Democratic Party exist, but neither the party itself nor its
leaders have shown real support for redistributive economics in the last 30 years. Just as
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Republican politicians are ideologically further right than Republican voters, this analysis
suggests that the Democratic Party might also be further right than the average Democrat.

What this all means is that there is no major party in the U.S. that functions with
intentions to reduce structural inequality and poverty. The New Democrat identity might be
slightly less recognizable in Clinton than it was in her 1980s and 1990s predecessors, but at the
core her politics are the manifestation of the trends they began. In contrast, Sanders is injecting
progressive economic theory back into political discourse by running as a Democrat, but he
himself has been an Independent for most of his political career. Unlike Cruz, Rubio and Clinton,
Sanders’s emergence does not represent the continuation of an existing trend in American
politics, but it could be the start of a new one. His candidacy (and his blunt anti-capitalist
language) represent the surfacing of directed class indignation that has been absent from
mainstream politics in recent decades. Trump’s candidacy is also fueled by class indignation,
although his xenophobic and racist subtexts redirect class consciousness in favor of the
Republican Party.

While the candidates’ differences are very clear, none of them is ideologically pure, and
nor are ideologies perfectly represented by political parties. Cruz’s plan, for example, maintains
the EITC and CTC and still taxes capital gains (albeit at very low rates), provisions that interfere
with free market operation. From a progressive standpoint, Sanders is limited in that he talks
more about broad inequality and corruption than he does about poverty and those who are most
harshly affected by capitalist economic marginalization. Rubio and Clinton are more obvious
examples of deviation from ideological poles, but Rubio is further away from the center than
Clinton. This dynamic is further evidence of the lopsided American political landscape: Near pure
versions of conservative ideology are much better represented—and widely accepted—than pure
progressivism (i.e. socialism).

The U.S. is, after all, a liberal welfare state. But it is also a democracy, and recent trends
away from equal political representation and public understanding of economic policy reveal that
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democratic principles are in jeopardy. As a researcher, it is not my job to say whether capitalist or
democratic principles should be better represented by the state. But if the U.S. is going to call
itself a democracy at all, people need to be able to understand the way policy affects reality.

This study is limited in its ability to explain the mechanisms underlying political ideology
and tax policy, but its aims must be continued. Political scientists have widely studied trends in
ideological polarization and welfare state retrenchment, but more work needs to be done by
sociologists to uncover how the implications of such shifts might disproportionately affect people
who are marginalized on bases other than class, like gender minorities and people of color. Other
future research should also investigate the relationship between presidential candidates’ campaign
proposals and the laws that they propose and enact once elected. Lastly, future studies might
guantitatively examine the disparity between liberal and democratic principles, public opinion of
policy, and representation by the Democratic Party using methods similar to Bartels and Hacker
and Pierson’s studies of the Bush tax cuts (Bartels 2005; Hacker and Pierson 2005a).

All of these approaches offer further ways to explore the variation in political forces
affecting American democracy. Variation among politicians’ rhetoric, policies and worldviews
matters because the differences translate into real disparities in people’s lives. The current system
lacks a mechanism for public comprehension of policy and systematically disadvantages and
excludes certain groups. By identifying and delineating the functioning of anti-democratic trends
in American politics and economics, this research and other such projects—both academic and
otherwise—can contribute to informing average citizens and making American society more

equitable.
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