. tures provide thekeytoa

‘eA Winning economic !
! policy frame. Despite !
the1r falhngs of framing, -
i progressives have con-:
s1derable traction on-eco- |

nomic issues because of !

{ deep-seated public anxi- |
ety about the economy. '
The anxiety deepened
-during the unbalanced last |
four years—a period of |
slow job growth, hidden |
‘chronic unemployment, |
stagnant or declmmg }
wages, stagnant or ris- ‘
ing poverty rates, and |
further wealth and income
inequality." :

These unhealthy fea-

winning progressive eco-

~ nomic policyframe. That :

frame must restore the link :
between wages and pro-

. ductivity growth—pro-:

|

|

| just..recession.
' shows who grows the
; economy now—work-
.ers—and who benefits—
. not workers.

! - present economic policy

-ductivity - has far out- :

stripped wages—com-
bined with full employ-.
ment. And budget and’

trade deficits should be

discussed in terms of
long-haul sustainability.
.Linking wages and pro- .

- ductivity focuses on the

entire business cycle, not
It. also.

That fills the gap in

“messages” in-booms.
Booms that fajl to.deliver.

' rising wages-can be rightly

criticized. - Moreover,
emphasizing productivity
growth makes for an ex- !

plicitly pro-growth mes-

' can economy was. 1945- !
' 1973, when wages and -

X

s'a_'g'.e‘; Lastly, the ‘meées-

‘sage is anchored in eco-

nomic  history:: The
“golden age” of the. Ameri- :

productivity ‘rose ‘to- .
gether and-the rising eco- 7
nomic tide lifted all boats. :

i

[ *Words matter. A win-
ning strategy substitutes |

" “full employment” for “un- i

= employment.” Full em-

ployment is an affirma- | |

- tive'concept, whereas un-
: employment is anegative

FEpp—

one. Full employment

- resonates with self-help, 1

i isopento debate, but that

while unemployment can |
suggest welfare. And!
spotlighting full employ-
ment also fits with tying-|
wages to productivity |
since tight labor markets .
help workérs win a share
of their productivity.
Of course; what con-
stitutes full employment

is a debate worth having -
and one that conserva- '
tives have shut down -
since the late 1960s.
Finally, the budgetand
trade deficit' should be

reframed in terms of
. sustainability. That es- .
capes the prison of the
“lock-box” and balanced -
" budgets by recognizing ,

deficits can be both good
andbad. As with fullem-
ploym®ent,:
“sustainability”

such debate for years.

A productivity based. -

wages-full employment-

" sustainable deficits frame
. embodies a powerful posi-

i tive logic.
i vides an easy funnel for

; showcasmg the “hot-but- .
. ton”
' today’s economy. Rising

And it pro- |

discontents = of !

inequality -and the CEO -
pay explosion are simply

_the flipside of-today’s
| wage-productivity - dis- |
connect. The trade defi- |

citdrains demandfrom the
U.S. economy, undermin- f
ing full employment and ¢
manufacturing, which is ;
key to future productiv- |
ity.and wage growth. GOP |
President George  W.
‘Bush’s tax cuts promoted
bad unsustainable defi- ‘
cits, benefiting: the rich,-
not the economy.

Most importantly, such

a frame invites questions
of what caused the dis-
connection . between

wages and productivity,. :
and Wh'at can be done to -
« That -opeas. -
the way for deeper dis- -

cussion = -about: . the

economy, and in particu- -

lar the role of economic :
power. Once that dooris |

is open -
to debate, but once again
that’sa debate worth hav- :
ing. There has been no: -

" open, it’s easy to under-

stand the role of unions

in tying wages to produc-
i tivity and limiting CEO
i excess. It’s also easy to
* see why globalization will
: not work unless accom-

panied. by global labor
standards.
By way of example, con-

- sider the debate over the

minimum wage. The ex-
isting progressive policy
frame emphasizes fairness,

-‘with the minimum wage
'helpmg low-paid workers
make aliving. Compare

that witha wage-produc-

tivity view where the mini- = -

mum wage is part of the

¢ systemfor tying wages
i to productivity growth.
| That suggests not only
* should the minimum wage
: beincreased, it should also
; beindexed to the median
¢ wage. While the present
! approach—raising the
' minimum wage every so
* often by legislation-—re- .
¢ lies on charitable senti-
‘ ments, a wage-productiv-
i ity tie-in gives everyone

~jeconomy. Absent the

8 opportunity. - : !

a vested interest in the
minimum wage. That’sa -
winning political strategy.
*Lessons from history.
'History contains some en-
‘couraging patallels, but
also shows winning will
require more than justa .
wish list of progressive
‘policies. In the 1940s,
Keynesian economics !
transformed the way
‘people thought about the

Great. Depression, it is
‘unlikely this revolution
inthought would ever have |
happened. = -
Likewise the. 1970s
‘stagflation induced by
OPEC’s oil price hikes cre-
ated a window of oppor-
-tunity - for - - Milton
Friedman’s laissez-faire
idea of “a natural rate of
unemployment,” taking
economics back-to-pro- |
business pre-Depression
modes of thought. George
W. Bush’s sick and un- -
balanced so-called |
“boom” gives
progressives a similar !

}

But history illustrates
crisis alone is not enough .
" to change thinking. Ideas |
- must also be ready to fill -
the vacuum that opens.
That has important stra-
: tegic implications for pro-
! gressive presidential can- -
. didates. )
. Put bluntly, a'laundry !
i list of policy proposals is 7
. not enough to transform -
* thinking about ‘the °
l; economy. Thatis a deeper
| task requiring.connecting
\ practlcal pollcles toacon-
' vincing vision of how the |
economy works. o
-Thomas Palley is the
| former chief economist
of the AFL-CIO and
Jormer chief-economist .
of the U.S.-China
-Commission, a congres-
sionally created panel |
that monitors U.S.-
.China trade and
economic relations.
- This and other eco-
nomic analyses can be
: - found on |

www, thomaspalley com. ;




