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“A government that is big enough to give you everything you want is big enough to take everything you’ve got.”
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			Foreword

			by Senator Rand Paul of Kentucky

			September 2, 2021

			When Steve Moore asked me to write the foreword for Govzilla, I told him as long as the audience is left with no sympathy for big government, debt, and taxes. Steve assured me that not only is the book in defense of limited, constitutional government, but also the book even trashes the whole concept of a progressive income tax. I said…count me in.

			When we were a constitutional republic, the worry of our government transforming into Govzilla was not so paramount. But now, with the courts enforcing very few constitutional restraints on big government, the nanny-state is invading every sphere of our personal lives.

			Most voters are unaware of Thomas Paine’s admonition that “government is a necessary evil.” Necessary to avoid the chaos of violence that no government might allow and evil because we must give up some of our liberty to have government.

			We give up that liberty in many forms but primarily in the form of taxes. If we allow the government to take 50 percent of our earnings, we are, in essence only 50 percent free. The argument for preserving liberty is easier to make when everyone works, as they have a self-interest in their liberty to keep most of what they earn.

			The problem comes when the nonworking class becomes larger and larger and becomes a majority. When constitutional restraints fall away and majority rule takes over, liberty becomes subservient to the whims of those who live off of government largesse. Without the self-interest of preserving the fruits of their earnings, the majority increasingly votes for more “free” stuff.

			This situation translates into deficits and debt until the weight of the debt becomes an anchor dragging us all into the malaise of a stagnant economy and interest payments that consume more and more of tax revenue.

			The greater the debt becomes, the greater our taxes become, the less free we become.

			Which party is to blame? Republicans?…well, yes. Democrats?…well, yes. In fact, there’s enough blame to go around. Most Republicans in Congress vote for unlimited military spending and most Democrats in Congress vote for unlimited social welfare spending. The unholy alliance produces compromise and all categories of spending go up each year.

			Compounding the problem is that the Demopublican support for spending is then dwarfed by the entitlement spending that is growing even more rapidly than the discretionary budget that Congress votes on each year.

			The budget voted on by Congress is about one third of total spending. Two thirds of spending is categorized as entitlement or mandatory spending and is never voted on. Mandatory spending includes things like Medicare, Medicaid, food stamps. These programs are never reformed. In fact, they are never voted on at all.

			I came face to face with this problem shortly after I arrived in the Senate. I discovered that Social Security was $7 trillion in debt. I proposed to make Social Security sound for seventy-five years by gradually raising the age of retirement to seventy over twenty years and instituting means testing for how much each individual received, those with higher incomes would receive a greater “hair-cut.”

			I got only three co-sponsors, all Republicans. The big-government Republicans who perpetually harangued that they would not vote to cut on-budget spending because the real problem was “entitlement” spending proved to be disingenuous (liars is the more accurate but less politically correct word). Not one of these Republicans signed on to help “cut” or event “restrain” entitlement spending.

			Steve Moore presents the dilemma we face and the immanency of the problem. We must act now to save our Republic or forever rue the day complacency caused us to sit at home complaining but not acting.

			Every day in the Senate I put forward my best effort to rein in big government. But I need help. Not one Democrat even pretends to care about the debt, except when putting forward false arguments on tax cuts creating deficits. (Steve Moore does a great job debunking this shibboleth).

			But it’s not just that Congress needs more Republicans. I volunteered as a teenage intern in my dad’s congressional office. I remember going to committee hearings and asking him why the high-ranking members of each committee on both sides of the aisles voted almost identically for big government? He explained that really the mainstream of both parties shared the belief that government is the solution to most problems.

			As an intern, I saw firsthand that Republicans never countered the Democrat’s deficit-laden budget with a balanced budget. Since I’ve been in the Senate, I’ve faithfully put forward a budget that balances in five years. Why five years? Because that’s the rule put forward by the constitutional amendment that every Republican in Congress has voted for. Shouldn’t we put forward budgets that actually align with the Balanced Budget Amendment we profess to support?

			About eight years ago, a freeze in current spending would have balanced the budget in five years. Then a couple of years later, a 1 percent cut in spending each year for five years would have brought us into balance. But it became harder and harder to balance. Big-government Republicans in league with Democrats kept blowing through spending caps until this year it now takes a 5 percent cut annually for five years to bring about balance.

			The good news is my “nickel” plan got more votes this year than ever before—twenty-seven. The bad news is that twenty-three big-government Republicans voted against balancing the budget in five years.

			Steve Moore’s Govzilla zeroes in on the exponential growth of government and the urgency of rising up to defend limited, constitutional government. My hope is that this book will inform you, anger you, and ultimately prompt you to help us take back the republic.






			Preface

			on Sources and Budget Estimates

			Unless otherwise noted, all of the historical budget and tax statistics in this book come from the Historical Tables of the United States Budget, published by the Office of Management and Budget or the Congressional Budget Office (CBO).

			Unless otherwise indicated, all of the historical statistics are adjusted for inflation and presented in 2020 real dollars.

			The starting point for our projections for future outlays, taxes, debt, and deficits are the Congressional Budget Office long-term fiscal forecast through the year 2051. Those numbers already are daunting because of entitlement spending and the demographic reality of some 75 million baby boomers in retirement collecting government payments via Social Security and Medicare. In other words, even without the Biden debt explosion, America faces a budget train wreck.

			We adjust these latest CBO projections based on the assumption that the entire $4.5 trillion Biden spending bill (the infrastructure bill and the welfare bill) is adopted, as well as the Biden tax increases. We include some intermediate assumptions, with half of the Biden plan being adopted.

			We assume that the dynamic impact of the tax increases (i.e., the negative economic impact of the higher tax rates) will mean that the federal government will raise only half the projected revenues. Even the Joint Tax Committee has estimated that the Biden administration has vastly overstated the revenue gains from its budget and tax proposals.

			 We use the Committee for a Responsible Federal Budget (CRFB) forecast for the Biden budget path through 2030. That forecast assumes that the Biden budget is passed as proposed. It is the starting point for our estimate of the fiscal path over the ensuing twenty years. We think the fiscal scenario by 2031 will be somewhat worse than CRFB forecasts, but we use their more conservative estimates.

			We then assume that at least half of the extra spending in the Biden budget plan is NOT temporary but, rather, permanent and grows at the historical rate of government spending of about 4 percent to 5 percent per year. We base this assumption on several facts: first, the entitlement expansions in health care, Medicaid, food stamps, child credits, are highly unlikely to be reversed once they are enacted into law. Even the Biden administration has boasted that these programs are “forever,” and given Washington’s almost complete inability to reverse or cutback on federal income transfer programs, this seems a highly defensible assumption.

			To estimate future borrowing costs on the tens of trillions of dollars of additional debt over the next three decades, we use the standard CBO projections of rates on Treasury Bills rising to between 3 percent and 4 percent by 2040 and to 4 percent to 5 percent by 2050.

			We assume the official long-term economic growth rate used by CBO and the Office of Management and Budget. These are likely to be overestimates of future growth if the Biden debt, spending, and tax increases are approved, as the transfer of wealth and income away from the private sector to the government sector of the economy will have severe negative impacts on the economy.

			This is not a “doomsday” scenario, although the forecasts are extremely troubling. Our debt goes from the forecast of 200 percent of GDP to 300 percent of GDP over the next three decades. Federal spending rises to close to 50 percent of our GDP. These are forecasts of what happens if the Biden spending and debt policies are enacted into law as proposed. A major motivation of this book is to wake up Americans and our elected officials to the catastrophe that awaits us IF Congress enacts this new $4.5 trillion package. We hope and pray that this scenario does not come to pass and that Congress rejects the economically and fiscally destructive path.






			Introduction

			America the Bankrupt

			When I first came to Washington, D.C., and started working on federal budget issues as a pimply-faced kid of twenty-four in the year 1984, the entire federal budget was still less than $1 trillion. In 1985 Ronald Reagan introduced the first $1 trillion budget and we were all aghast and ashamed at the magnitude of the federal spending machine. I remember being asked on a TV show: How many zeroes are there in one trillion. I didn’t know. I couldn’t count up the zeroes that high. (The answer, of course, is twelve.)

			Now some thirty-five years later, we have a president in Joe Biden who wants to authorize $10 trillion of spending in his first year in office. That’s a $4 trillion-plus budget PLUS $6 trillion more to transform our economy. This isn’t a rescue plan for the economy; it’s the fiscal equivalent of a nuclear bomb.

			How did our nation, founded on principles of LIMITED government with few and enumerated powers enunciated in the American Constitution, come to this moment we are facing now? How did we get from there to here? The message of this book is that this “progressive” plan will put America in great and long-term financial peril. We are playing a financial game of Jenga, with the politicians continuing to add multitrillion-dollar blocks to a tower that we know will crash down. A government as omnipresent and overbearing as Washington is proposing is not just a threat to our prosperity but also to our basic freedoms and civil liberties.

			Again, how did we, as responsible and educated citizens, allow this to happen? And what are the dreary implications for America’s financial and economic future if we continue down a path to bankruptcy and/or a financial crash landing? As a member of Congress recently admitted to me: “We are like crack cocaine addicts hooked on spending.”

			This book isn’t all doom and gloom. I’m confident we WILL reverse course before it is too late. To those ends, at the end of the book I provide a 21-Step Recovery Program from Our Addiction to Government. But this recovery plan is never going to happen if citizens are pacifists. The nation needs to rise up and revolt (peacefully) against the political class––of both parties––to steer the Titanic away from the looming financial iceberg.

			This collapse of what I call our fiscal constitution did not happen overnight. The dam was first broken during the New Deal era of the 1930s under FDR, gained renewed momentum in the 1960s and Lyndon Johnson’s “Great Society War on Poverty,” expanded still faster in the 1970s under presidents Nixon, Ford, and Carter (it was Nixon who declared in the early 1970s “We are all Keynesians now”), and accelerated still further under Presidents Obama and Trump and their “stimulus” plans using government spending as a recharging station for the economy––with no regard to the financial implications of what they were doing. Ronald Reagan interrupted the stampede of government, and the economy soared with the supply-side tax reductions, deregulations and a time-out on domestic government spending. And we also saw progress under Democratic president Bill Clinton and the Republican Congress led by then-Speaker of the House Newt Gingrich. Under Clinton, government spending fell from 22 percent to 18 percent of GDP and, lo, the economy and stock market soared.

			But the pendulum has swung back in the 21st century. It was George W. Bush who agreed to massive bailouts of failed banks, insurance companies, financial institutions, and auto companies. Obama then took over and suggested $800 billion in stimulus funding that stimulated nothing but more government. Then under Joe Biden, as progressives have taken hold of our Congress and White House, we have a president who has declared that MORE government spending will solve every ill of our country: from poverty to climate change to inequality, homelessness, stagnant wages, and global poverty. Families are now eligible for up to $100,000 in government benefits today without anyone working a single hour. Millions more Americans will become entirely DEPENDENT on government for their sustenance. Some call the $6 trillion Biden wants as the “great reset” of the U.S. economy––away from free enterprise and a lurch toward a welfare state and a command and control economy. But none dare call it “socialism.”

			This is the “transformation” of the American society that Biden and his administrative minions are conspiring to enact. The philosophy is appealing on the surface:

			
					Live for the moment.

					The sun will come out tomorrow.

					What have our children and grandchildren done for US, anyway?

			

			THE PANDEMIC OF RUNAWAY SPENDING

			The crisis that became the springboard for this progressive utopia was the health pandemic called COVID-19.

			Up until the moment the virus hit these shores, the condition of the national financial balance sheet of the country was problematic and even daunting––but not dire. We weren’t teetering on the verge of collapse.

			And then along came Bernie Sanders, Nancy Pelosi, Bernie Sanders, “the Squad,” and an army of “progressive” intellectuals who rode on the coattails of Joe Biden––the “centrist” Democrat––or so we were told. We were snookered.

			Now they tell us that the path to “American greatness” is to grow the government beyond our wildest imaginations. They capitalized on the pandemic and the fear it struck in the hearts of the American people to spend trillions of dollars––mostly helping their own voters and the business interests that supported them. This virus mutated into, as Bill Clinton’s chief of staff Rahm Emmanuel once put it, “a terrible thing to waste.”

			The left’s vision of an America “transformed,” into a socialist workers’ paradise was right in front of them. If they only seized the moment.

			They even invented a weird economic theory called modern monetary theory (MMT)––the idea that the United States government could spend, borrow, tax, print money, regulate to almost no end. The politicians also seized the extraordinary power to almost entirely shut down the engines of the economy––as happened in many blue Democratic states in 2020. MMT enthusiasts said that as long as America remained toe global economic superpower and as long as the dollar retained its status as the global reserve currency, we had nothing to worry about from the Rocky- Mountain-high levels of debt. It was all practically FREE!

			It was also fool’s gold. What is the old life lesson: if something sounds too good to be true, it probably is. Bills, after all, have to be paid. Debts have to be repaid. (If not, we could all run up our credit cards with no regard to how we would pay up.) Borrowing against your assets can’t go on forever, or you will lose everything. Can a nation like the US go bankrupt? Biden seems hell- bent on finding out. Go back to the Roman Empire (and every great kingdom throughout history) and fiscal chaos, insurmountable debts, and all the public corruption that inevitably goes with it follows. Then the empire falls under its own weight of public indebtedness, a tax regime that robs the workers and producers who create the national wealth, and…SNAP, the system goes bust almost overnight.

			History is replete with such dramatic turning points that no one saw coming. One day the Berlin Wall was separating the Iron Curtain countries of the Soviet Union from the free world, and the next, it was gone. One day in 1999 it appeared that tech stocks would never collapse. Then they did and the economy tanked.

			 Then came the housing market meltdown in 2008–09. We should remember how almost overnight some of America’s great and iconic companies and banks went belly up in a matter of days when the financial crisis hit. Here’s a partial sample to bring back bad memories:

			
					Countrywide Mortgage Company $40 billion

					Bear Stearns $22 billion

					Fannie Mae $1 trillion

					Freddie Mac $1 trillion

					Merrill Lynch $440 billion

					AIG $100 billion

					Lehman Brothers $1 billion

					Wachovia National Bank $15 billion

					Lloyd’s of London $40 billion

					UBS $59 billion

					IndyMac Bank $15 billion

					MF Global $43 billion

			

			And many, many more.

			Have we already forgotten the carnage from this financial Armageddon? One week these companies were sailing on the seas of Champagne and the winds of caviar. The next they were extinct. Then there were the Ponzi scheme artists like Bernie Madoff who went to jail after stealing billions from his patrons and investors. No one bothered to look under the hood to see whether there were real investments behind the frothy returns. It was all going so well. What you don’t know can’t hurt you.

			Until it all crashed. Thousands of Americans lost their life savings to the fraudster. As some investors saw their net worth crumble to the ground, some even committed suicide––jumping out of the windows of Wall Street towers, reminiscent of what happened during the 1930s stock market crash.

			One looks back at the financial bubble and the fraud that went on and we wonder…how could smart people (by that, I mean, us) be SO stupid. If something is unsustainable, it REALLY DOES stop. We, through an era of easy-money policy at the Federal Reserve Board, pipelined trillions of dollars like helium into a circus balloon. Home values doubled in many areas. The federal regulators at the Securities Exchange Commission, the FTC, the FDIC, the CFTC, and the inspector generals and federal auditors, and private auditors, and nearly everyone else partied like it was 1999, to borrow a phrase from Prince. It reminds one of the famous Jack Nicholson rant in the courtroom in A Few Good Men: “You want the truth? You can’t handle the truth!”

			Amazingly, few people went to jail. Almost no one in government lost their jobs. All but a few were caught with their pants down. Ignorance was anything but bliss. The same people who said the chances of a housing crisis and a collapse of the mortgage insurer, Fannie Mae, were “one in a million,” were even rewarded with cushy jobs to clean up the mess. The losses were in the trillions of dollars. The blameless––the little guy––took a giant hit. Unemployment soared, as did poverty and homelessness. It took nearly a decade to dig out of the wreckage.

			But this was all child’s play compared to the financial tumult that we are facing under Biden and the progressive left.

			IS THIS TIME DIFFERENT?

			We have learned––or rather, we SHOULD have learned––that, as Milton Friedman taught us: there is no such thing as a free lunch.

			But that is what Biden and the progressives are offering. A $6 trillion free lunch that allegedly doesn’t need to EVER be paid for. What is proposed makes the New Deal, the Great Society, Obamacare, and even World War II spending look like chump change.

			It’s a story that we have seen again and again and again and again…and it does not have a happy ending. Our current $21 trillion of publicly held debt will nearly double to $40 trillion in ten years, then double again in the next decade.

			The purpose of this book is to pull the five-alarm fire signal. This isn’t a fire drill.

			The historical trends provided here are found almost nowhere else. We had to go through archived data and publications to find the numbers and the trends from earlier times. This nation REALLY was founded on the principles of limited government and individual initiative and hard work and self-reliance.

			The progressives have managed to turn common sense and basic laws of economics on their heads:

			Here’s a few of the nonsequitors, we are hearing with more and more regularity:

			
					Defunding the police will reduce crime.

					Raising taxes on investments will get America to invest more.

					Borrowing $4.5 trillion is necessary to stop inflation.

					Paying people up to $50,000 in unemployment and welfare benefits not to work will create more jobs.

					Decapitating the American fossil fuels industry will stop climate change even as China and India and other nations produce and consume more fossil fuels.

					Allowing biological males to compete in sports with biological females is a smart way to advance women’s sports.

					Preventing new pipelines in the United States will stop climate change; but greenlighting pipelines in other nations will not hurt the planet.

					Printing more money doesn’t cause inflation.

					Allowing Americans not to pay rent for eighteen months will help solve the affordable-housing shortage.

					Defunding charter schools, education scholar-ships, and vouchers that benefit minorities the most is a good way to fight racism.

					Forcing American workers to join a union and pay union dues against their will is the best way to help workers.

					Giving Amtrak another $50 billion from taxpayers even though every route it operates manages to lose money––and has for fifty years––is a good transportation “investment.”

					Forcing Americans who sacrificed to pay off their student loan debts to now pay more taxes to pay off the student loans of the deadbeats who haven’t is fair and equitable.

					Rewarding public schools whose doors have been shut for the past eighteen months with $100 billion more money is a good education policy.

					Stopping construction of a border wall that is 80 percent completed is a smart way to protect our border from terrorists, drug runners, and criminals.

					Giving the Biden administration $4.5 trillion more money to spend is justified because they did such a professional job with the evacuation of Afghanistan.

					Building 10,000 electric charging stations around the country so that Americans with $100,000 Teslas can recharge the batteries for free is a good way to reduce income inequality.

					Forcing the red states that kept their economies operating during the pandemic and kept their unemployment rates low to pay for a bailout of blue states that shutdown and have high unemployment rates is fair and equitable.

					Borrowing an additional $5 trillion over the next decade is the best way to help our children and grandchildren.

			

			I could go on and on, but you get the point. This is what is passing as sound economic thinking in Washington these days.

			Tooth Fairy Economics

			The point of this book is NOT to argue that government borrowing is evil and always unproductive.

			Sometimes it is quite appropriate for governments to borrow to finance long-term benefits to society. It is unquestionably appropriate to borrow to finance a war (as FDR did to win World War II and Reagan did to win the Cold War). It is also appropriate investments that raise the long term living standard and growth path of the economy. We would gladly borrow to finance the short-term transition costs to a flat tax. Within a decade at most, those costs would be recouped by much faster growth of the economy and for generations to come (as long as the low-rate flat tax remained in place), the growth dividend would multiply, making our kids and grandkids much richer than they otherwise would be. Dale Jorgenson, a Harvard economist, has estimated that the discounted present value of a flat-tax-type of shift from the current tax code would be close to $6 trillion. That is a windfall that we could and should be very willing to borrow to capture.
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