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THE TRICKLE
DOWN SYSTEM
BorToms Out

by Sean R. Olender, Esq.

Editor’s Note: The current
“housing” crisis arose from United
States government economic poli-
cies that prioritize military spend-
ing and infusion of our taxes into
major corporations under the false
notion that those monies will then
“trickle down” to the rest of the pop-
ulation and motor the economy.

Following World War 11, the
U.S. was the world’s sole creditor
nation. Finance capital exported money out of the country,
while the Cold War consumed ever-expanding armament
expenditures. By the end of the Vietnam War, U.S. labor pol-
icy promoted expansion of the service sector and subsidized
production using cheap labor overseas.

By the 1980’s, the Reagan Administration gave this pol-
icy a name: supply-side economics. Reagan expanded
weapons programs and relied heavily on corporate tax cut
programs such as enterprise zones and other forms of welfare
for the rich while cutting social programs for low-income
workers, the elderly and disabled.

Later, the North American Free Trade Agreement
(NAFTA) and others encouraged additional industries to
move abroad, taking living wage jobs with them.

By the late 1990°s, this process had overdetermined itself.
First, the Asian bubble burst and then the dot com sector in the
U.S followed suit. To keep the U.S. economy from recession, the
Federal Reserve cut interest rates, giving away huge amounts
of money to private banks and investment firms. Much of this
money, which taxpayers will have to repay, was loaned to indi-
viduals to purchase homes at variable rates. When the housing
bubble burst, the nation was again threatened with recession,
only this time it was deeply in debt through war and govern-
ment-inspired speculation.

Clearly another solution is called for. We need policies
that put the money in at the bottom of our communities,
ensuring living wages for workers in this country, who will
spend their money in our local economies. Mr. Olender, very
ably and articulately, explains why.

America’s mortgage crisis is worse than even gloomy
headlines suggest. And it’s going to get a lot worse. The
losses that private investors, Wall Street banks, commer-
cial banks, and others face are so large that they are exert-
ing unprecedented pressure on the government to do
something to stem their losses. That something is a tax-
payer bailout to buy up bad loans on which investors
can’t collect.

Banks and investors pushing a bailout haven’t yet
devised a good reason for the public to accept other than,
“if there’s no bailout, the apocalypse will ensue.” Public

The path to prosperity is
where housing costs are
reasonably related to
incomes.

reaction to this unprecedented situation is unpredictable.
At this time, Congress, industry, and the media are still
gauging the public mood. No matter how hard banks
and investors push, Congress will be wary to grant a
bailout if the public figures out that a bailout will harm
most Americans and not help them.

A bailout will hurt most Americans, not help them.
Lower home prices will allow more Americans to actually
afford housing and allow our children to afford housing,
too. Trying to prop up housing prices makes all Ameri-
cans poorer because current prices are unsustainable and
require Americans to devote more income to housing-
related expenses. How many Boomers will have to choose
between retirement and giving their child a huge down
payment on a “cute” two bedroom, one bath condo? The
path to increased prosperity for us and our children is not
offering zero down negative amortization loans to bor-
rowers who can barely pay the “teaser” payment.

The path to prosperity is where housing costs are
reasonably related to incomes. A bailout brings the
worst of both worlds by using $1 to $2 trillion of tax-
payer money to buy bad loans from banks meaning
higher taxes for us and our children to pay off interest
on money given to wealthy investors. And it could
temporarily slow price declines resulting in more
empty houses, more vandalized houses and fewer
affordable houses.

Sean R. Olender earned a juris doctor from the University of San Diego School of Law and a Bachelor of Arts in Political Science
from the University of California at Santa Barbara. Mr: Olender exclusively practices immigration law in San Jose, California rep-
resenting companies in the areas of high tech, biotech and accounting.

Mpr. Olender has written extensively about the mortgage crisis for the San Francisco Chronicle and has spoken on radio and tele-
vision about the crisis. He has written on other topics for San Francisco Attorney Magazine, the magazine of the Northern California

Human Resources Association, and other publications.


















































