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The Detroit Financial Crisis
By David Green
The national media have trumpeted the neoliberal
narrative for Detroit’s financial woes. Detroit is portrayed
as a mismanaged municipality whose corrupt politicians
have driven the city into the ground. Our municipal debt
(including pension obligations) approaches $18 billion. Our
former mayor, Kwame Kilpatrick, was recently convicted
of racketeering. He and his associates reportedly extorted a
10% premium on all city contracts. Over several decades,
the city’s elected leaders allegedly negotiated sweetheart
deals with municipal labor unions in exchange for political
support. Recently, the New York Times reported in a front
page story how Detroit’s pension fund managers had
depleted the funds over many years by handing out annual
bonuses to pension holders.
Though there is some truth to these charges, this is not
the real story behind Detroit’s financial failure. The real
story is demography and declining incomes. Detroit is one
of the largest cities in the country by area—over 140 square
miles of land requiring management. The population has
declined from almost two million in 1950 to fewer than
700,000 today. In addition, Detroit has suffered from
profound de-industrialization with the decline of the auto
industry. One marker for this is that UAW membership has
fallen from a high of 1.5 million in Walter Reuther’s day to
approximately 350,000 today. This loss of good paying jobs
has further contributed to the erosion of Detroit’s tax base.
Detroit leads the nation in the percentage of its residents
living below the federal poverty line. State revenue sharing
to the city is approximately half of what it was ten years
ago. During his three years in office, Governor Snyder
has cut state revenue sharing to the city by an additional
$66 million. Suburban communities have compounded

the problem by offering tax incentives to lure companies
(and jobs) away from Detroit. Finally, Moratorium Now
(a local coalition of community activists, retirees, and
youth seeking to halt foreclosures and utility shut-offs) has
estimated that criminal fraud perpetrated by large banks
(JP Morgan Chase and Bank of America)—which placed
70% of Detroiters in predatory sub-prime loans—resulted
in 100.000 home foreclosures between 2005-2010. This, in
turn, caused a significant decline in the city’s population
and further eroded the city’s tax base.
The solution for Detroit’s financial crisis depends upon
the ideological lens through which one views the problem
and its causes. From a neoliberal perspective (which views
labor unions and regulation with disdain), the causes are
mismanagement, greedy labor unions, and corruption. To
proponents of this view, the solution is simple—austerity.
They envision abrogating union contracts, paying
pensioners ten cents on the dollar, and selling off city assets
such as Belle Isle (a public park on the Detroit River), the
water department, and the Detroit Institute of Art. The
easiest way to accomplish this is through an emergency
financial manager thereby circumventing the obstacles
presented by democratically elected institutions. Last
December, the Republican-controlled lame duck session
of the Michigan legislature passed an emergency financial
manager law weeks after Michigan voters had defeated a
similar ballot measure. Furthermore, by attaching a small
appropriation to the new law, the legislature rendered it
referendum-proof (The Michigan Constitution makes all
appropriation laws exempt from a referendum.). The new
law mandates emergency financial managers to guarantee
payment of bondholder debt service at the expense of city
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jobs, services, and pensions.
The problem with the emergency financial manager’s plan is
that privatization of city services, reduction of retiree pensions
and health care benefits, and abrogation of union contracts
do nothing to restore Detroit’s long-term financial health. In
fact, by reducing the city’s ability to attract population and
by reducing the incomes of city workers and retirees (who
pay city income taxes), these actions actually starve the city
of revenue. The bankruptcy Detroit’s emergency financial
manager proposes threatens the hard-earned, collectivelybargained, and state constitutionally-protected pensions of
20,000 Detroit retirees.
There is another solution—one based on human solidarity
rather than the dog-eat-dog approach of the market place.
The contours of such a solution include:
1. Federal assistance for Detroit—In return for 		
		 federal loan guarantees and grants to support a 		
regional mass transit system, weatherization 			
of homes, and investment in the Detroit Public
		 School system, the federal government could insist
		 that the city downsize to a land area more
		 manageable for a population of 700.000. It should
		 also make the federal aid conditional upon
		 matching aid from the state.
2. Restoration of previous levels of state revenue
		 sharing—The state of Michigan now has a
		 revenue surplus. It should immediately restore
		 state revenue sharing to its level of ten years
		 ago.
3. Cancel the Debt—Criminal fraud perpetrated
		 by large banks in marketing subprime loans to 		
		 Detroit residents is the basis for canceling the city’s
		 debt to the banks. This strategy recently worked in
		 Jefferson County, Alabama where JP Morgan

		 Chase repudiated 70% of the debt owed to it by
		 the county due to the bank’s criminal activity.
4. Regionalize Crucial Services—While the city
		 of Detroit has suffered profound population
		 loss, the population of the Detroit metropolitan
		 area has actually grown to approximately three
		 million. Crucial services such as public
		 transportation, police, and fire protection should
		 be organized on a regional basis and should be
		 paid for by a modest progressive income tax on
		 all of the residents of the three counties
		 comprising the Detroit metropolitan area. This
		 would require enabling legislation from the state
		 as well as approval of the voters in Wayne,
		 Macomb, and Oakland counties. The focus
		 should be on regionalizing, rather than privatizing,
		 public services.
5. Homesteading—In an op-ed piece in the LA
		 Times in March, Scott Martelle suggested that
		 Detroit should offer land it holds for back taxes
		 to homesteaders who would receive the property
		 for free in return for a commitment to stay
		 in the property for five to seven years, pay
		 property taxes, and improve the property. This
		 would hold the dual advantage of attracting
		 population to the city and generating tax revenue
		 from properties which presently provide no
		 revenue to the city. The city could apply a similar
		 strategy to abandoned industrial sites.
These suggestions offer a way out of Detroit’s financial
crisis without resorting to the failed strategy of austerity.
Detroit’s residents and municipal workers are not the cause
of its financial crisis. They should not be asked to shoulder
the burden of recovery by themselves.

DSA Fundraiser for Mark Schauer is a Success
Detroit DSA held its first in a series of proposed
fundraising house parties for Democratic gubernatorial
candidate Mark Schauer on November 13, 2013 at the
home of Chris and Gillian Talwar. We raised over $5000
from 48 donors. The guests of honor at the event were
State Representative Vicki Barnett and Metropolitan
Detroit AFL-CIO President Chris Michalakis.
Mark Schauer shares DSA’s values. He has made raising
the state minimum wage the centerpiece of his campaign.
He is the son of a teacher who supports restoring funding
for public education as well as restoring collective
bargaining rights for teachers. He believes in universal
health care. In fact, his courageous vote in favor of the
Affordable Care Act in 2010 was probably responsible
for his losing his Congressional seat in 2012.
Detroit DSA proposes to organize a series of fundraising
house parties for Schauer in 2013-2014 in Oakland,
Wayne, Macomb, and Washtenaw Counties. The purpose
of these house parties is two-fold:
1. to raise money for Schauer who faces a huge
fundraising disparity compared to Governor Snyder
(who can rely on the largesse of the Koch brothers and
DeVos family). Mark must raise sufficient funds to
allow him to mount a credible campaign.
2. to improve Schauer’s name recognition and visibility
in southeastern Michigan where he is not as well
known as on the west side of the state.
The next house party is at the home of
Detroit DSA Executive Board member Ken Jenkins
(46385 White Cap Drive, Macomb Township)
on
Friday, March 14th from 5:00-6:30 PM.
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The following article was written by DSA member Michelle Fecteau
who was elected to the Michigan State Board of Education in 2012.
What is the Education Achievement Authority, you ask?
Chances are, if you are not living in Detroit, or working
in the Detroit Public School District, you may not have heard
about the Education Achievement Authority, at least not yet.
Similar to the post-Katrina “Recovery District in New
Orleans,” the Education Achievement Authority or EAA is an
autonomous district for “persistently low achieving” schools
(AKA “priority” schools), meaning they rank in the bottom
5% on student standardized tests for three years. Reliance
on such high stakes testing is extremely controversial and
unreliable, but this is what is used. Since higher test scores
correlate strongly with higher social economic status, high
poverty schools are more likely to be labeled “failing” and
forced into the EAA.
Once identified as “priority,” the school comes under the
supervision of the Michigan Department of Education Reform
Officer who determines if you have implemented a plan that
can “rapidly turn-around” your school. If not, you could be
slated to be taken over by the EAA. Once in the EAA, teacher
created lesson plans are replaced with a pre-program online
curriculum called “Buzz.” This is said to provide, “studentcentered learning” where individuals can learn “at their own
pace.” Books are replaced with netbooks, available only during
class. Principals are replaced. Teachers and other staff are
laid off and contract protections are eliminated. Information
recently obtained from a Freedom of Information Act (FOIA)
request by Democratic State Rep Ellen Cogen Lipton, revealed
that 51% of the teachers hired into the EAA had 3 or fewer
years of teaching experience. 27% were hired through Teach
for America where only five weeks for teacher training is
provided before entering the classroom.
The EAA was an educational policy piece drafted by
voucher proponent Richard McClellen and hastily pushed
through by Governor Snyder in his first year. Snyder announced
its creation in June 2011, just a couple months after signing
PA 4, which greatly expanded Emergency Managers’ powers.
This was an essential component since the EAA is founded
on an “inter-local agreement,” available via the Michigan
Urban Cooperation Act of 1967, which allows governmental
agencies with common “powers, privileges and authority” to
form “a separate legal or administrative entity.” In this case the
separate body was the EAA school district created by DPS,
as represented by the Emergency Manager, and the Eastern
Michigan University Board of Regents, a body that is also
governor appointed.
A governor appointed chancellor runs it. In August, 2011
John Covington, former superintendent of Kansas City Schools,
and graduate from the corporate management oriented Board

Superintendent Academy, was chosen and provided a salary of
$325,000 per year. Although Covington claims the curriculum
has a proven track record, it has been reported that Kansas
City abandoned this approach soon after he left and after their
schools lost their accreditation.
Oversight for the EAA is purportedly provided through
an 11-person board. The governor appoints seven board
members. Two are appointed by EMU. One slot is for the
Detroit Public Schools Emergency Manager and another for
his appointee. Although there are several business leaders who
serve, including the CEO of Meijers, there are no parent or
teacher representatives who serve. It is not unusual for the
board to hold meetings during the afternoon in Ypsilanti, far
from questioning parents.
During the lame duck session last year, just a few short
months after the EAA first took control, the governor and most
Republican legislators tried to ram through bills that would
have radically changed public education by codifying and
expanding EAA’s powers, restructuring education financing
to be more like a voucher system allowing new authorizers,
including businesses, to create schools in any location, for
any reason, with little oversight. Fortunately these bills died
due to the push back of education activists, particularly
superintendents across the state, including those in Republican
districts.
Unfortunately, the matter is rearing up again. In March,
2013 the Michigan House passed a bill again expanding
the EAA, although limiting it to a maximum of 50 schools.
EAA proponents claim the district is a great success, based
on questionable internal testing, not a state accountability
test. But questions have surfaced regarding EAA providing
appropriate special education services and making unilateral
changes to special education plans without parental consent.
The Detroit News reported “more than 5000 discipline-related
infractions across 15 buildings” including drug possession,
firearm possession, and assaults on staff without the necessary
support to handle these situations. Also, reports from State Rep
Lipton’s FOIA request have revealed that the EAA finances are
suspect since they received $12,000,000 in loans from cashed
strapped DPS.
The state senate is expected to introduce a similar bill in the
near future. Governor Snyder has said this issue is a priority.
We shall see what the future holds. In the mean time, keep
an eye on the legislature and your state senator’s number on
speed dial.

2013 Douglass-Debs Dinner
167 people attended the fourteenth annual Frederick Douglass-Eugene V. Debs Dinner at UAW Local 600 in Dearborn on
Saturday, October 19, 2013. Our honorees were retired Michigan Supreme Court Justice Marilyn Kelly and Reverend Charles
Williams, II, Pastor of King Solomon Baptist Church. Our keynote speaker was Joel Bleifuss, publisher of In These Times
magazine. Our dinner co-chairs were Rory Gamble, Director of UAW Region IA, and David Hecker, President of the American
Federation of Teachers-Michigan. Entertainment was provided by actress Karen Kron who performed a selection from Emma,
an upcoming Matrix Theater production on the life of radical activist Emma Goldman and by folksinger Julie Beutel.
Justice Kelly received the Douglass-Debs Award for her strong defense of workers’ rights and consumers’ rights during her
tenure on the court. She has also worked to expand ordinary citizens’ access to the courts. In addition, Justice Kelly has been an
advocate of public education. She served for twelve years on the State Board of Education.
Reverend Williams is a local labor, civil rights, and social justice advocate. He is the local leader of the National Action
Network which organized last summer’s commemoration of Reverend Martin Luther King, Jr.’s 1963 Civil Rights March
through downtown Detroit. He has been one of the leading voices protesting against the Detroit bankruptcy.
In his keynote address, Joel Bleifuss emphasized the importance of electoral work in promoting progressive change.

Reverend Charles Williams II receiving the
Douglass-Debs Award.

Keynote speaker Joel Bleifuss, publisher of In These Time

Douglass-Debs Award recipient Justice Marilyn Kelly
addresses the audience at the 2013 Douglass-Debs Dinner.

The Student Debt Crisis
By Catherine Hoffman
Student debt has reached a crisis point in the United
States. More than 1 trillion dollars are currently tied up in
student debt. The average borrower has around $27,000 in
student debt. Much of this debt is held by people over the age
of 30. The student debt crisis has hit minorities especially
hard as Black and Latino students are about twice as likely as
white students to borrow money for college. Many for-profit
universities, which have very high tuition rates, purposely
target low-income students who are the first in their families
to go to college and who have parents less likely to know how
to navigate the student loan process. Students who attend forprofit universities are twice as likely to default on their student
loans compared to students who attend public universities.
Student debt makes it harder for people in their 20s and 30s
to buy cars, move out of our parents’ homes, and raise families
of our own. There are parents who will still be working to pay
off their student debt when their own kids are ready to start
college. Even more troubling, the crushing weight of student
debt makes it harder for workers to organize. The possibility
of defaulting on student loans makes unemployment incredibly
risky (and, as we have seen, many states are also moving to cut
back on benefits for unemployed workers). This keeps workers
trapped in bad employment situations and less likely to fight
back against abuses in the workplace.
My own situation is similar to that of many people from
my generation. I have a combination of federal and private
loans. The private loans were for a Masters degree I received
a few years ago. After searching for work in my field and
finding nothing, I grew tired of working for little more than
minimum wage. So, I returned to school to obtain a teaching
certificate. I have been using federal loans to pay for my
schooling. I have been working in classrooms as a substitute
teacher for the past couple of years as I take my classes. I do
not make anywhere close to the income I would need to pay
for school without loans. I love my work, and I look forward
to having a classroom of my own. However, when I finish
my student teaching this December, I will have accumulated
approximately $55,000 in student debt. As a first year teacher,
I can expect to make around $30,000-$35,000. Many states are
cutting back on teachers’ health benefits and are also delaying
previously guaranteed pay increases.
I have no expectations of becoming rich as a teacher.
Neither I nor my fellow teaching students are entering this field
for the pay. Still, I wonder how I will make ends meet when
my student loan bills come due. I wonder how many purchases
I will end up delaying because of my student debt. Even if I
were to declare bankruptcy, I would still be responsible for my
student debt. Because my private loans required a co-signer, if
something were to happen to my ability to pay off those loans,
my parents would still be held responsible for that debt. Many
people from my generation did exactly what was expected of
us. We worked hard. We did well in high school and then we

did well in college. And we are now discovering that good
paying jobs are hard to come by and that the education we
were told that we must have to succeed in life has come at a
very high cost.
The sad thing is, it was not always this way. All three of my
mother’s brothers graduated from the University of Michigan
in the late 1960s-early 1970s. All three lived on campus. And
yet, they were able to pay for their entire education plus room
and board with summer and part-time jobs. Since universities
actually received adequate funding from the government,
they did not have to charge their students the exorbitant rates
which we are seeing today. My parents’ generation was able
to benefit from low-cost higher education and many people
entered the middle class by obtaining a college education. But,
my generation is saddled with student debt because the cost of
a college education has skyrocketed compared to incomes.
As socialists, we must believe that higher education is a
right. It should never be considered a luxury only to granted
to those who are fortunate enough to be able to pay for it.
As a society, we cannot afford to turn people away from our
universities because they cannot make the tuition payments.
Or, to put it another way, as one image that has been circulating
around the internet asks “what if the cure for cancer exists in
the mind of someone who cannot afford a college education?”
The governments of many other countries understand this, and
provide students with free or very low cost higher education.
Meanwhile, the state of Michigan currently spends more on its
prison system than it does on higher education.
This summer, DSA has launched a nationwide campaign
called Drop Student Debt. We are calling on President Obama
to expand a previous executive order which offered limited
student loan forgiveness to some students.. Currently, some
individuals with federal loans are eligible for loan forgiveness
after making payments for 20 years. We are asking for loan
forgiveness for all students including those who have private
loans after 10 years of repayment. We are also asking that
student loan repayments be capped at 10% of the borrower’s
discretionary income. While this measure falls well short of
our ultimate goal of free higher-education, it still would bring
some much needed relief to millions of Americans who are
struggling to repay their student loans.
To learn more about DSA’s campaign to Drop Student Debt,
and to sign our petition calling on President Obama to bring
debt relief to all student borrowers please visit our campaign
website: www.dsausa.org/drop_student_debt

The Chained Consumer Price Index
By Dick Olson

Switching the cost-of-living formula to the so-called chained consumer price index is currently being discussed in
Washington D.C.
To the dismay of progressive Democrats but in response to the steady drumbeat from Republicans, and perhaps
caught in his own rhetoric of compromise, President Obama has endorsed this approach.
“President Obama’s budget contains a lot of good ideas, but a chained CPI would hurt seniors, veterans and
children on survivor benefits,” said the Congressional Progressive Caucus which includes Michigan Representatives
John Conyers and Dan Kildee.
But what does chained CPI mean? And is this the only or the best way to secure the Social Security system?
Rep. Allen Grayson, Democratic progressive from Florida’s Ninth District and an expert in research on aging,
succinctly explains how the “chained CPI” would change things.
“Let’s say that the cost of gasoline tripled, from $3.33 per gallon to $10 per gallon. Most people would call that
a 200 percent increase in the price of gas. That’s how it would be calculated under the CPI today. Under the chained
CPI, however, it would be calculated at less than 200 percent, because some people couldn’t afford to pay $10 a
gallon. They would drive less. They might have to take the bus to work. They might take a “staycation” instead of a
vacation.”
This loss would be cumulative through time so that after 10 years the cut would be roughly 3 percent, after 20
years 6 percent, and after 30 years 9 percent according to economist Dean Baker.
With the decline of unions and defined-benefit pension plans and the inadequacy of IRAs to fill that gap, Social
Security will play an increasingly important role in providing seniors with income security.
The 2012 Social Security Trustees Report projected a shortfall in 2033: then without more revenues, it will only
be able to pay 75 percent of scheduled benefits.
Currently Social Security payroll taxes are not collected on incomes over $113,700. Removing the limit for taxes
on both employees and employers (as is the case currently with Medicare) but retaining the limit for calculating
benefits would eliminate the long-range actuarial deficit entirely and leave a small surplus according to the American
Academy of Actuaries (2007 report).
Is it unfair to hit higher income earners with this increase? If big earners were being squeezed, then you could
make a case it was.
However, as the Kansas City Federal Reserve, in a recent article observed: “Over the past decade, the United
States economy has experienced strong economic growth due in large part to a resurgence in productivity growth.
During the period from 1996 to 2006, average labor productivity grew 2.8 percent annually compared to 1.4 percent
from 1974 to 1995… In the past few years, observers have noted that the share of income paid to labor has been
falling, while corporate profits have surged. Also, observers have pointed out that income inequality appears to have
widened, with little increase in real wages for low-income workers, while executive pay has skyrocketed.”
Because unlike in the past, money from increasing productivity is not creating better lives for most Americans, it
is fair to expect more from the top to help Social Security make ends meet.

Don’t Forget! Next Fundraiser
Friday, March 14th from 5:00-6:30 PM.
(46385 White Cap Drive, Macomb Township)
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Farmington Hills, MI 48334

Calendar of Events
March
Friday, March 14—Fundraising House Party at the home of Ken Jenkins
(46385 White Cap Drive, Macomb Township) from 5:00-6:30 PM

April
Sunday, April 6—DSA Executive Board meeting from 10 AM until noon at the home of David and Teena
Green (28292 Harwich Drive, Farmington Hills)

May
Saturday, May 3—DSA general membership meeting from 10 AM until noon at the Royal Oak
Community Center (3500 Marais Avenue—near the intersection of Thirteen Mile and Crooks Roads)

