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on rights whose violation prompts outrage—no matter who has
violated them. There can be no compromising on these rights.

Toward a Peaceful Insurrection

I have noticed—and I am not the only one—the Israeli
government’s reaction to the citizens of [the West Bank village
of] Bil'in, who protest the wall each Friday by simply march-
ing to it, without throwing rocks or using force. The Israeli
authorities have described these marches as “nonviolent ter-
rorism.” Not bad... One would have to be Israeli to describe
nonviolence as terrorism, and above all one would have to be
embarrassed by how effective it is in gaining the support and
understanding of every enemy of oppression in the world.

The Western obsession with productivity has brought the
world to a crisis that we can escape only with a radical break
from the headlong rush for “more, always more” in the financial
realm as well as in science and technology. It is high time that
concerns for ethics, justice and sustainability prevail. For we are
threatened by the most serious dangers, which have the power
to bring the human experiment to an end by making the planet
uninhabitable.

Still, it remains the case that there has been important
progress since 1948: decolonization, the end of apartheid, the
destruction of the Soviet empire, the fall of the Berlin Wall.
The first ten years of the twenty-first century, in contrast, were
a period of retreat, explicable in part by the American presi-
dency of George W. Bush, September 11 and the disastrous
conclusions that the United States drew from it, such as the
invasion of Iraq. We have had an economic crisis, but we have
not initiated a new politics for economic development. Similarly,
the Copenhagen Climate Conference of December 2009 did not
result in genuine political action to save the planet. We are at a
threshold between the horrors of the first decade of the century
and the possibilities of the decades to follow. Yet we must
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keep up hope—we must always hope. The previous decade,
the 1990s, brought great progress: UN conferences like the one
in Rio on the environment in 1992 and in Beijing on women in
1995. In September 2000, the 191 UN member states adopted
the declaration on the eight Millennium Development Goals,
initiated by Secretary General Kofi Annan, in which they agreed
to cut worldwide extreme poverty in half by 2015. My deep
regret is that neither President Obama nor the European Union
has come forward with what should have been their contribu-
tion to a constructive phase based on fundamental values.

How should I conclude? By recalling again that on the six-
tieth anniversary of the Program of the National Council of
the Resistance, we veterans of the Resistance movements and
the fighting forces of Free France from 1940 to 1945 (Lucie
Aubrac, Raymond Aubrac, Henri Bartoli, Daniel Cordier,
Philippe Dechartre, Georges Guingouin, Maurice Kriegel-
Valrimont, Lise London, Georges Séguy, Germaine Tillion,
Jean-Pierre Vernant, Maurice Voutey and myself) addressed an
Appeal to the young generation on March 8, 2004, in which we
said, “Nazism was defeated, thanks to the sacrifices of our
brothers and sisters of the Resistance and of the United
Nations against fascist barbarity. But this menace has not com-
pletely disappeared, and our outrage at injustice remains intact
to this day.”

No, this menace has not completely disappeared. In addi-
tion, we continue to call for “a true peaceful uprising against
the means of mass communication that offers nothing but
mass consumption as a prospect for our youth, contempt for
the least powerful in society and for culture, general amnesia
and the outrageous competition of all against all.”

To you who will create the twenty-first century, we say,
from the bottom of our hearts,

TO CREATE IS TO RESIST.

TO RESIST IS TO CREATE. ]

The Betrayal of Public Workers

It’s not only bad politics for states to use their budget crises to bust unions. It’s bad economics.

by ROBERT POLLIN ano JEFFREY THOMPSON

he Great Recession and its aftermath are entering a new

phase in the United States, which could bring even more

severe assaults on the living standards and basic rights

of ordinary people than we have experienced thus far.

This is because a wide swath of the country’s policy- and

opinion-making elite have singled out public sector workers—

including schoolteachers, healthcare workers, police officers and

firefighters—as well as their unions and even their pensions as
deadweight burdens sapping the economy’s vitality.

The Great Recession did blow a massive hole in state and
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municipal government finances, with tax receipts—including
income, sales and property taxes—dropping sharply along with
household incomes, spending and real estate values. Meanwhile,
demand for public services, such as Medicaid and heating oil
assistance, has risen as people’s circumstances have worsened.
But let’s remember that the recession was caused by Wall Street
hyper-speculation, not the pay scales of elementary school teach-
ers or public hospital nurses.

Nonetheless, a rising chorus of commentators charge that
public sector workers are overpaid relative to employees in com-
parable positions in the private sector. The fact that this claim
is demonstrably false appears not to matter. Instead, the attacks
are escalating. The most recent proposal gaining traction is to
write new laws that would allow states to declare bankruptcy.
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This would let them rip up contracts with current public sector
employees and walk away from their pension fund obligations.
Only by declaring bankruptcy, Republican luminaries Jeb Bush
and Newt Gingrich argued in the Los Angeles Times, will states be
able to “reform their bloated, broken and underfunded pension
systems for current and future workers.”

But this charge is emanating not only from the Republican
right; in a front-page story on January 20, the New York Times
reported on a more general trend spreading across the country
in which “policymakers are working behind the scenes to come
up with a way to let states declare bankruptcy
and get out from under crushing debts,
including the pensions they have promised to
retired public workers.”

Considered together, state and local
governments are the single largest em-
ployer in the US economy. They are also
the country’s most important providers of
education, healthcare, public safety and
other vital forms of social support. Mean-
while, the official unemployment rate is
stuck at 9 percent—a more accurate figure
is 16.1 percent—a full eighteen months after
the recession was declared over. How have
we reached the point where the dominant mantra is to dis-
mantle rather than shore up state and local governments in
their moment of crisis?

Why States Need Support During Recessions

The Wall Street-induced recession clobbered state and
local government budgets. By 2009, state tax revenues had
fallen by fully 13 percent relative to where they were in 2007,
and they remained at that low level through most of last year.
By comparison, revenues never fell by more than 6 percent in
the 2001 recession. Even during the 1981-82 recession, the
last time unemployment reached 9 percent, the decline in
state tax revenues never exceeded 2 percent. These revenue
losses, starting in 2008, when taken together with the
increased demand for state services, produced an average
annual budget gap in 2009-11 of $140 billion, or 21 percent
of all state spending commitments.

Unlike the federal government, almost all state and local
governments are legally prohibited from borrowing money to
finance shortfalls in their day-to-day operating budgets. The
state and local governments do borrow to finance their long-term
investments in school buildings, roads, bridges, sewers, mass
transit and other infrastructure projects. They have established
a long record of reliability in repaying these debt obligations,
even during the recession. Nevertheless, these governments
invariably experience a squeeze in their operating budgets dur-
ing recessions, no matter how well they have managed their
finances during more favorable economic times.

If, in a recession, states and municipalities are forced to
reduce their spending in line with their loss in tax revenues, this
produces layoffs for government employees and loss of sales for
government vendors. These cutbacks, in turn, will worsen condi-
tions in the private market, discouraging private businesses from
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making new investments and hiring new employees. The net
impact is to create a vicious cycle that deepens the recession.

As such, strictly as a means of countering the recession—on
behalf of business interests as well as everyone else in the com-
munity—the logic of having the federal government providing
stimulus funds to support state and local government spending
levels is impeccable. The February 2009 Obama stimulus—the
American Recovery and Reinvestment Act (ARRA)—along with
supplemental funds for Medicaid, has provided significant sup-
port, covering about one-third of the total budget gap generated
by the recession. But that leaves two-thirds to
be filled by other means. ARRA funds have
now run out, and the Republican-controlled
House of Representatives will almost certainly
block further funding.

In 2010 roughly another 15 percent of
the budget gap was covered by twenty-nine
states that raised taxes and fees-for-services.
In general, raising taxes during a recession
is not good policy. But if it must be done to
help fill deepening budgetary holes, the sen-
sible way to proceed is to focus these increases
on wealthier households. Their ability to
absorb such increases is obviously strongest,
which means that, unlike other households, they are not likely
to cut back on spending in response to the tax hikes. In fact,
ten states—New York, Illinois, Connecticut, North Carolina,
Wisconsin, Oregon, Hawaii, Vermont, Rhode Island and
Delaware—have raised taxes progressively in some fashion.

Of course, the wealthy do not want to pay higher taxes. But
during the economic expansion and Wall Street bubble years of
200207, the average incomes of the richest 1 percent of house-
holds rose by about 10 percent per year, more than three times
that for all households. The richest 1 percent received fully
65 percent of all household income growth between 2002-07.

One charge against raising state taxes in a progressive
way is that it will encourage the wealthy to pick up and leave
the state. But research on this question shows that this has
not happened. We can see why by considering, as a hypo-
thetical example, the consequences of a 2 percent income
tax increase on the wealthiest 5 percent of households in
Massachusetts. This would mean that these households
would now have $359,000 at their disposal after taxes rather
than $370,000—hardly enough to affect spending patterns
significantly for these households, much less induce them to
relocate out of the state. At the same time, a tax increase such
as this by itself will generate about $1.6 billion for the state to
spend on education, healthcare and public safety.

But even with the ARRA stimulus funds and tax increases,
states and municipalities have had to make sharp cuts in spend-
ing. More severe cuts will be coming this year, with the ARRA
funds now gone. These include cuts that will reduce low-income
children’s or families’ eligibility for health insurance; further
cuts in medical, homecare and other services for low-income
households, as well as in K-12 education and higher education;
and layoffs and furloughs for employees. The proposed 2012
budgets include still deeper cuts in core areas of healthcare and
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education. In Arizona, the governor’s budget would cut health-
care for 280,000 poor people and reduce state support for public
universities by nearly 20 percent. In California, Governor Brown
is proposing to bring spending on the University of California
down to 1999 levels, when the system had 31 percent fewer stu-
dents than it does today.

State and Local Government Workers Are Not Overpaid

Even if state and local government employees are not
responsible for the budgetary problems that emerged out of
the recession, are they nevertheless receiving bloated wage and
benefits packages that are holding back the recovery? Since
the recession began, there has been a steady stream of media
stories making such claims. One widely cited 2009 Forbes cover
article reported, “State and local government workers get paid
an average of $25.30 an hour, which is 33 percent higher than
the private sector’s $19.... Throw in pensions and other ben-
efits and the gap widens to 42 percent.”

What figures such as these fail to reflect is that state and local
government workers are older and substantially better educated
than private-sector workers. Forbes is therefore comparing apples
and oranges. As John Schmitt of the Center for Economic
Policy Research recently showed, when state and local govern-
ment employees are matched against private sector workers of
the same age and educatonal levels, the public workers earn,
on average, about 4 percent less than their private counterparts.
Moreover, the results of Schmitt’s apples-to-apples comparison
are fully consistent with numerous studies examining this same
question over the past twenty years. One has to suspect that the
pundits who have overlooked these basic findings have chosen
not to look.

State Pension Funds Are Not Collapsing

Not surprisingly, state and local government pension funds
absorbed heavy losses in the 2008-09 Wall Street crisis, because
roughly 60 percent of these pension fund assets were invested
in corporate stocks. Between mid-2007 and mid-2009, the total
value of these pension funds fell by nearly $900 billion.

This collapse in the pension funds’ asset values has increased
their unfunded liabilities—that is, the total amount of benefit
payments owed over the next thirty years relative to the ability
of the pension funds’ portfolio to cover them. By how much? In
reality, estimating the total level of unfunded liabilities entails
considerable guesswork. One simply cannot know with certainty
how many people will be receiving benefits over the next thirty
years, nor—more to the point—how much money the pension
funds’ investments will be earning over this long time span. The
severe instability of financial markets in the recent past further
clouds the picture.

Thus, these estimates vary by huge amounts, depending on
the presumed rate of return for the funds. The irony is that
right-wing doomsayers in this debate, such as Grover Norquist,
operate with an assumption that the fund managers will be
able to earn returns only equal to the interest rates on riskless
US Treasury securities. Under this assumption, the level of
unfunded liabilities balloons to the widely reported figure
of $3 trillion. To reach this conclusion, the doomsayers are
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effectively arguing that the collective performance of all the
Wall Street fund managers—those paragons of free-market
wizardry—will be so anemic over the next thirty years that the
pension funds may as well just fire them and permanently park
all their money in risk-free government bonds. It follows that
the profits of private corporations over the next thirty years will
also be either anemic or extremely unstable.

But it isn’t necessary to delve seriously into this debate in
order to assess the long-term viability of the public pension
funds. A more basic consideration is that before the recession,
states and municipalities consistently maintained outstand-
ing records of managing their funds. In the 1990s the funds
steadily accumulated reserves, such that by 2000, on average,
they were carrying no unfunded liabilities at all. Even after the
losses to the funds following the previous Wall Street crash of
2001, the unfunded share of total pension obligations was no
more than around 10 percent. By comparison, the Government
Accountability Office holds that to be fiscally sound, the
unfunded share can be as high as 20 percent of the pension
funds’ total long-term obligations.

A few states are facing more serious problems, including
New Jersey, Illinois and California. New Jersey is in the worst
shape. But this is not because the state has been handing out
profligate pensions to its retired employees. The average
state pension in New Jersey pays out $39,500 per year. The
problem is that over the past decade, the state has regularly
paid into the system less than the amount agreed upon by the
legislature and governor and stipulated in the annual budgets.
For 2010 the state skipped its scheduled $3.1 billion payment
altogether. However, even taking New Jersey’s worst-case sce-
nario, the state could still eliminate its unfunded pension fund
liabilities—that is, begin running a 100 percent fully funded
pension fund—if it increased the current allocation by about
4 percent of the total budget, leaving 96 percent of the state
budget allocation unchanged.

In dollar terms, this worst-case scenario for New Jersey would
require the state to come up with roughly $4 billion per year to
cover its pension commitments in an overall budget in the range
of $92 billion. Extracting this amount of money from other pro-
grams in the budget would certainly cause pain, especially when
New Jersey, like all other states, faces tight finances. But compare
this worst-case scenario with the bankruptcy agenda being dis-
cussed throughout the country.

"To begin with, seriously discussing a bankruptcy agenda will
undermine the confidence of private investors in all state and
municipal bonds—confidence that has been earned by state and
municipal governments. When the markets begin to fear that
states and municipalities are contemplating bankruptcy, this will
drive up the interest rates that governments will have to pay
to finance school buildings, infrastructure improvements and
investments in the green economy.

Then, of course, there is the impact on the pensioners and
their families. For the states and municipalities to walk away
from their pension fund commitments would leave millions of
public sector retirees facing major cuts in their living standards
and their sense of security. Something few Americans under-
stand is that roughly one-third of the 19 million state and local
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employees—i.e., those in fifteen states, including California,
Texas and Massachusetts—are not eligible for Social Security
and will depend exclusively on their pensions and personal
savings in retirement. In addition, public sector pensions
are not safeguarded by the federal Pension Benefit Guaranty
Corporation. Unlike Wall Street banks, state pensioners will
receive no bailout checks if the states choose to abrogate their
pension fund agreements.

Getting Serious About Reforming State Finances

Of course, there are significant ways the public pension
systems, as well as state and local finances more generally, can
be improved. The simplest solution, frequently cited, involves
“pension spiking”—that is, practices such as allowing work-
ers to add hundreds of hours of overtime at the end of their
careers to balloon their final year’s pay and their pensions. This
has produced serious additional costs to pension obligations
in some states and municipalities, but it is still by no means a
major factor in explaining states’ current fiscal problems.

But states and municipalities also have to follow through
on the steps they have taken to raise taxes on the wealthy
households that are most able to pay. They should also
broaden their sources of tax revenue by taxing services such
as payments to lawyers, as well as by taxing items purchased
over the Internet. And they have to stop giving out large tax
breaks to corporations as inducements to locate in their state
or municipality instead of neighboring locations. This kind
of race to the bottom generates no net benefit to states and
municipalities.

Labor’s Last Stand
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Finally, state and local governments are in the same boat
as the federal government and private businesses in facing
persistently rising healthcare costs. As was frequently noted
during the healthcare debates over the past two years, the
United States spends about twice as much per person on
healthcare as other highly developed countries do, even
though these other countries have universal coverage, longer
life expectancies and generally healthier populations. These
costs weigh heavily on the budgets of state and local govern-
ments, which finance a large share of Medicaid and health
benefits for state employees. The problem is that we spend
far more than other countries on medications, expensive
procedures and especially insurance and administration. We
also devote less attention to prevention. It remains to be
seen how much the Obama healthcare reform law—the 2010
Patient Protection and Affordable Care Act—will remedy
this situation. It is certainly the case that more must be done,
especially in establishing effective controls on the drug and
insurance industries.

These are some of the long-run measures that must be taken
to bolster the financing of education, healthcare, public safety
and other vital social services, as well as to support investments
in infrastructure and the green economy. If states declare
bankruptcy they will break their obligations to employees, ven-
dors, pensioners and even bondholders, which will undermine
the basic foundations of our economy. As we emerge, if only
tentatively, from the wreckage of the Great Recession, this is
precisely the moment we need to strengthen, not weaken, the
standards of fairness governing our society. [

Progressives must embrace the government workers’ struggle as our own—or else.

by JANE McALEVEY

mboldened by November’s election results, corporations
and their right-wing allies have launched what they hope
will be their final offensive against America’s unions. Their
immediate target is government workers’ unions. While
New Jersey’s Republican Governor Chris Christie has
gained national fame by beating up on public school teachers, the
threat to unionized workers is playing out in all fifty states, to the
drumbeat in the media about states going broke because of gov-
ernment workers’ wages, pensions and benefits. By late January,
with the swearing-in ceremonies complete in the twenty-one
states where Republicans have a “trifecta,” controlling the gov-
ernor’s office and both statehouses, hundreds of bills had been
introduced seeking to hem in unions if not ban them altogether.
On February 11, Wisconsin’s new Republican Governor Scott
Walker made what amounts to a declaration of all-out war on
public sector workers in his historically progressive state, moving
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to deprive them of the very right to bargain collectively on mat-
ters essential to their economic security.

Walker’s gambit has rightly elicited outrage, but consider-
ing the breadth of the attack unions are facing nationally, it is
only the tip of the iceberg. Right-to-work legislation has been
filed in twelve states; this is in addition to the twenty-two that
already have such laws on the books. In technical terms, this
legislation makes it illegal for employers to condition employ-
ment on union membership or the equivalent dues payments
even when a majority of workers vote to form a union; practi-
cally speaking, it makes building and maintaining a strong
union very difficult, which in turn makes it harder to organize
new workplaces because there are few positive examples of
unions to point to. In Virginia, the corporations and right-
wing ideologues decided that the existing right-to-work law
wasn’t sufficient, and introduced a measure to embed the right-
to-work provisions in the state Constitution. Three more
states—Montana, Ohio and Wisconsin—are expected to have
bills introduced converting their legal status to right-to-work.



