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GOVERNMENT BY THE PEOPLE


THE AMERICAN PEOPLE ALONE CAN BRING THIS COUNTRY INTO THE 21ST CENTURY.


Influential political analyst and leading independent pollster Scott Rasmussen reveals the startling ways in which the Political Class has ignored and blamed voters for decades as he explores the fiscally responsible and popular solutions to our country’s economic woes that politicians would have us believe are not the answer.
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“IF YOU HAVE A CHOICE BETWEEN RASMUSSEN AND, SAY, THE PRESTIGIOUS NEW YORK TIMES, GO WITH RASMUSSEN.”


—MICKEY KAUS, SLATE.COM
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“TODAY’S LEADING INSURGENT POLLSTER.”


—THE WALL STREET JOURNAL
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“A DRIVING FORCE IN AMERICAN POLITICS.”


—THE WASHINGTON POST
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“ONE OF AMERICA’S MOST INNOVATIVE POLLSTERS.”


—MICHAEL BARONE, POLITICAL ANALYST AND JOURNALIST
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“AN UNCHALLENGED RECORD FOR BOTH INTEGRITY AND ACCURACY.”


—DOUGLAS E. SCHOEN, POLLSTER FOR PRESIDENT BILL CLINTON, AND PATRICK CADDELL, POLLSTER FOR PRESIDENT JIMMY CARTER









WHEN IT COMES TO THE ECONOMY, AMERICAN VOTERS CAN NO LONGER COUNT ON THE POLITICAL CLASS. WE ARE THE ONES WHO TRULY WANT PROGRESS, AND—DESPITE WHAT POLITICIANS WOULD LEAD US TO BELIEVE—WE ARE THE ONLY ONES WILLING TO MAKE THE DIFFICULT BUT NECESSARY CHANGES THAT WILL RESTORE OUR COUNTRY’S FISCAL SANITY.
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For years, Americans have elected candidates who promise to reduce spending. Yet spending has steadily increased for more than half a century. For just as long, politicians have blamed voters, claiming a lack of public support for the necessary cuts to reduce the budget deficit. On the contrary, evidence suggests that voters are far more willing than politicians to make the compromises to eliminate this massive burden from future generations. Now, influential political analyst Scott Rasmussen, one of the most recognized public opinion pollsters in America, proves that our politicians are intentionally perpetrating a flat-out lie about their short-sighted and destructive economic choices and our hard-earned money.


In The People’s Money, Rasmussen explores clear-headed, responsible, and reasonable ways to eliminate a deficit that is much larger than politicians would have us believe—$120 trillion and counting—all with the vast support of the American people. This is Rasmussen on:


• The bailouts—the cause and effects, and the catalyst that fueled the current era of discontent


• National defense—and the $100 billion annual cost that could be erased today with absolutely no threat to security


• Social security—and a plan that could not only reduce spending by trillions of dollars but offer a more satisfying plan for retirees


• Tax burdens—and the truth behind the changes Americans are willing to make for the sake of their country


• Government payroll—and the commonsense cuts that are necessary


• Health care—and why the current plans, from both Republicans and Democrats, are financially unhealthy


Drawing on a comprehensive review of history, revelatory budgetary documents, and enlightening public opinion polls, Rasmussen lays out a step-by-step budget that could wipe out trillions from the national debt. It’s his job to call on the American people for their opinion. Resoundingly, they have called back with a collective voice that is at once hopeful, frustrated, honest, and angry. If only the American Political Class would listen. Until then, The People’s Money is a call to arms for the people to be heard, an ultimatum for a grossly out-of-touch American political system, and one of the most provocative, important, informed, and yet hopeful books on the economic state of the country yet written.
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SCOTT RASMUSSEN is one of the most recognized and respected public opinion pollsters in the United States today. As founder and president of Rasmussen Reports, he has developed a reputation for delivering reliable, newsworthy, and actionable data. He is also a political analyst, television commentator, author, and regular on the speaking circuit.
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INTRODUCTION


What the Bailouts Unleashed
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Events that change history get lost in legend.


It’s impossible for us today to really appreciate what it was like when the Shot Heard ’Round the World was fired in 1775, when the first woman entered Congress in 1917, when the Japanese bombed Pearl Harbor in 1941, or when Rosa Parks refused to give up her seat on a bus in 1955. Myths take over, times change, and powerful, passionate reality becomes nothing more than a simple story with dates to memorize. That will someday happen to the events we’re living through right now. But the most recent history-changing catalyst is still fresh enough that the passions can be stirred just by rereading the news accounts.


On September 18, 2008, the New York Times reported, “The head of the Treasury and the Federal Reserve began discussions on Thursday with Congressional leaders on what could become the biggest bailout in United States history.”1 The plan had support from Republican president George W. Bush and the Democrat who would soon succeed him. Then-senator Barack Obama was so supportive that he offered to call wavering House members to seek their vote. Wall Street’s reaction was enthusiastic as stock prices surged on the news.


But a Rasmussen Reports survey found one group that wasn’t on board—the American people. Just 24 percent of voters nationwide supported the plan.2 Within a week, protests were held in over a hundred cities around the country. One protester said the plan was “just taking advantage of a crisis in order to frighten the American people into submission.”3 Half the nation shared that view and thought the politicians were more interested in gaining additional power than in fixing the economy.4


The Los Angeles Times reported, “As congressional leaders struggled to craft a bailout plan for the nation’s troubled financial system Thursday, angry protesters mobbed Wall Street, telephones rang off the hook in House and Senate offices and a group of prominent economists sent off e-mail blasts critiquing the proposal.”5


The paper quoted a young homeowner’s perspective: “I find it a very hard pill to swallow that I have to work my butt off to pay my mortgage and other people get bailed out.”6


Wall Street and Washington liked the plan, but the American people did not. Apparently, the public didn’t matter. Within a week or so of the protests, voters were ignored and the bailout legislation was approved by a Democratic Congress and signed by a Republican president. Within months, politicians would further ignore and infuriate the voters by expanding the bailouts to the auto industry and the insurance industry.


That would eventually lead to the creation of the Tea Party movement, an authentic grassroots movement that no one in Washington could figure out. The Tea Partiers played a major role in 2010, beginning just a few months after the bailouts, when they forced Arlen Specter out of the Republican Party (and eventually out of the Senate).


But while the Tea Party was visible and vocal during 2010, it was only one part of a much larger rejection of the status quo. At various points during the year, between 15 and 25 percent of Americans considered themselves part of the Tea Party movement.7 That loud and visible newcomer on the political scene was strongest when it aligned with majority opinions such as opposition to the bailouts. Solid majorities consistently thought it would be better for the nation if all incumbent members of Congress were defeated.8 Through it all, the nation’s Political Class simply acted as if the opinion of the voters didn’t count.


By 2011, anger at the bailouts spawned another protest group: Occupy Wall Street. While most Americans favored a different set of solutions from those of the Wall Street protesters, 79 percent agreed with their chant “The big banks got bailed out, we got left behind.”9


Most political leaders and pundits still don’t get it. The Washington Post wrote an editorial bemoaning the defeat of several incumbents just for supporting the bailouts.10 To this day, they don’t recognize what caused all the anger and why people are still angry. It wasn’t just the money, although $700 billion is a lot of money. What seemed normal and necessary in Washington and on Wall Street seemed wrong, immoral, and un-American to everybody else.


It was partly that the money was requested and “needed” so fast. When making the initial pitch, the Treasury secretary sounded like a used-car salesman promising a better deal if you signed before leaving the lot. There wasn’t even time to draft proper legislation saying how the money would be used. For many Americans, it was hard to trust a government that suddenly needed $700 billion right away, but didn’t have the competence to see it coming.


On top of that, most of the money seemed to go to the people who created the problem. Without knowing all the details, people sensed that a cozy relationship between politicians, regulators, and financiers created a mess that ended up giving $700 billion to financiers for politicians to regulate.


Perhaps most fundamentally, the bailouts were, and are, massively unpopular due to the taint of official corruption. Americans believe in and support free market competition where everybody plays by the same rules. If you provide a valuable service to customers and make a lot of money, you get to keep the profit. That’s fine.


If you don’t, you either lose money or go out of business. That’s fine, too.


The bailouts seemed to change the rules and completely eliminate accountability for politically connected corporations. Under the new rules, those who have friends in government could keep the profits during good times and get bailed out by taxpayers when they messed up. For the seven out of ten voters who believe that big government and big business generally work together against the rest of us, the bailouts simply confirmed their worst fears.11


At the same time financial corporations were being bailed out, homeowners were struggling. Barely half believed that their own homes were worth more than the mortgage.12 In a nation where people were taught to buy a home as the cornerstone of their personal financial well-being, this wasn’t supposed to happen. By the middle of 2011, only 13 percent of homeowners thought their home would increase in value over the coming year.13


But the rules had changed in ways that helped the well-connected corporations while hurting middle-class homeowners. Those who had played by the old rules, who had bought a home and paid their mortgage on time, got burned. That’s a sure formula to spark populist outrage. Again, it wasn’t easy to understand all the details, but there certainly was a problem with the relationship between Congress, regulators, and pet corporations such as Fannie Mae and Freddie Mac.


The Political Class response to all this, showing once again how out of touch they were, was to add a homeowners’ bailout to the wish list. Most voters, including most homeowners, disagreed. They believed that solving the housing crisis required fixing the economy rather than coming up with more bailouts.14 Voters wanted a lasting solution while politicians proposed a short-term Band-Aid.


Within half a year, just 53 percent of Americans believed that capitalism was better than socialism. Among those under thirty, one-third said capitalism was better, one-third said socialism, and one-third weren’t sure.15 Yet, at the same time, Americans young and old overwhelmingly believed that a free market economy was better than a government-managed economy.16


When an economist I know heard those figures, he said it showed how little the American people understood about economics. In his mind, capitalism and free markets were one and the same. But what the data really showed was how little the economist understood the American people. Voters have come to believe that capitalism as practiced in America is Crony Capitalism, a corrupt system where the government picks winners and losers. Sweetheart deals for well-connected companies such as Solyndra; nothing for those who simply offer a better product, a better service, or a better price. Americans prefer free markets where everyone plays by the same rules—those who provide a better service win and those who don’t lose.


The Political Class hates that approach because it leaves them out of the loop. The politicians would rather be in a position to pick winners and losers while handing out favors to their friends. That’s the way it used to work for the king of England, whose favored friends included the East India Tea Company. Americans didn’t like that sort of arrangement in the 1770s and they don’t like it today.


When all was said and done, the Political Class may have convinced themselves that voters would eventually come around and support the $700 billion scheme. Or, they may have decided it was too important to let voter opposition get in the way. Whatever their rationale, the bailouts remain the most hated piece of legislation in recent American history. More than two years after the fact, just 25 percent of American voters thought they were a good idea.17


In terms of their political impact, the bailouts made clear just how wide the gap had grown between the Political Class and Mainstream America. Highlighting this gap ignited the frustration about government spending that had been building for decades and energized voters to demand fundamental change. To really understand the impact of this historic catalyst, it’s necessary to first understand the underlying frustration that had been building for decades.


Taking the long-term view begins with the recognition that the last time government spending in America went down from one year to the next was long before most Americans alive today were even born. It didn’t happen in the Clinton era or the Reagan era. It didn’t happen when Jimmy Carter was in the White House or during the presidencies of Gerald Ford, Richard Nixon, Lyndon Johnson, or John F. Kennedy.


The last time government spending went down in America was during Dwight D. Eisenhower’s first term in office. It was 1954, a time when an average new house cost just over $10,000 and Hank Aaron was a rookie with the Milwaukee Braves.


Think about that.


For more than half a century, American voters kept electing candidates who promised lower spending and taxes. The most recent example was Barack Obama, who promised tax cuts for 95 percent of all Americans during his campaign for the White House. Ronald Reagan, Bill Clinton, and both Bushes made similar pitches during their campaigns. Jimmy Carter made it clear he was a fiscally conservative Democrat, and even Richard Nixon appeared less spendthrift than his opponents, Hubert Humphrey and George McGovern.


Despite that clear message from voters, total government spending has kept going up every year since Bill Haley was topping the charts with “Rock Around the Clock” and a young singer named Elvis Presley made his first commercial recording. To keep the game going, politicians even invented gimmicks that let them claim to vote for budget cuts while spending kept going higher and higher.


With a track record like that, it is easy to see why voters are angry.


It’s important to note that from 1954 to 2010, Republicans controlled the White House for thirty-four years and Democrats for twenty-two. Democrats controlled Congress for forty-four years and the Republicans for twelve. This long-lasting spending spree was enabled on a completely bipartisan basis. The result is that roughly eight out of ten Americans living today have never been alive in a year when government spending went down.


Some may say I’m not being fair to the politicians. After all, the argument goes, we have to at least adjust for inflation and population growth. Some might even say government spending should grow at a faster rate, perhaps as fast as the economy itself. That highlights one of the problems in discussing the budget. The politicians have all sorts of numbers they can use to hide the growth of spending.


Yes, at times in a budget process it’s appropriate to consider the impact of inflation and population growth. At times it’s best to look at how much of the overall budget is consumed by a particular program. Politicians also use many different spending baselines to conceal the problem. Sometimes politicians talk of uncontrollable spending and discretionary spending, sometimes the focus is off-budget or on-budget, sometimes it’s total government spending, sometimes it’s inflation-adjusted spending, and sometimes it’s just federal or state or local spending.


With so many different numbers to use, and because politicians will use them in whatever way helps make their case, it’s especially important to keep an eye on the actual spending totals. That’s the ultimate protection against the games politicians play.


Remember, even as spending has gone up every year for more than half a century, the traditional media stories have been filled with references to budget cuts and belt-tightening. So, if a reporter writes a story on the budget, look for the actual spending totals. How much was spent last year, how much will be spent this year, and how much do you expect to spend next year? If the story says that spending is being cut, but the actual spending is going up, demand an explanation.


The bigger challenge, of course, is to avoid getting hung up on individual numbers and to get a sense of what they are telling us. For example, most Americans would be quite comfortable letting government spending go up enough every year to keep pace with population growth and inflation.18 It makes sense at a visceral level. If there are more people, there’s probably a need for more services (and more of us to cover the cost). Inflation is also a fact of life that we all have to address.


During the 1950s, federal spending grew faster than population growth plus inflation five times and slower than that rate five times. That seems intuitively reasonable and sustainable. Certainly, if that pattern had continued, voters would not be as angry today.


However, things have changed dramatically since the 1950s. Federal spending alone has increased faster than population growth and inflation thirty-five times in the last forty years.


When you add in state and local governments, the numbers are even more depressing. Since 1965, total government spending in America has grown faster than population growth plus inflation in every year but one.


That trend began the year the Beatles played Shea Stadium in the first-ever stadium rock concert. Nineteen sixty-five was also the year miniskirts first unnerved parents of teenaged girls, an American astronaut first walked in space, and health warnings were first required on cigarette packages. Americans learned all of this by watching one of three television network newscasts, and most watched in black and white.


That’s how long government spending has been out of control in America. It’s not something that happened in the last few years or even the last decade. The price of gasoline jumped from 31 cents a gallon in 1965 to where it is today, the population grew from 194 million to more than 300 million, and still government spending outpaced that growth in forty-four out of forty-five years.


And, again, it’s not as if voters weren’t voicing concerns during all this time. The ongoing growth of spending took place in a political environment that included the tax revolt of the late 1970s, the Reagan era, the Perot movement, and President Bill Clinton’s declaration that the “era of big government is over.”19


Those events served as both an early-warning sign and a bit of a safety valve to let off steam just as the British withdrawal of the Stamp Act bought a little time for the British king in the 1760s. Unfortunately, like King George, America’s Political Class never took the time to really listen to what the American people were saying. There was plenty of time to avoid the current crisis, but America’s politicians failed to lead.


As a result, the underlying discontent continued until it boiled over with the bailouts in the fall of 2008. The impact of all that spending can be seen in the graph on page 10.


The lower line on the graph shows what would have happened if, since 1954, government spending had grown just enough to keep up with the population and inflation. If that path had been followed, government spending would have totaled approximately $1.2 trillion in 2010.


The top line shows the actual history of spending since 1954. You can see that the two lines weren’t far apart in the 1950s and early 1960s. Then, starting during the administrations of Lyndon Johnson and Richard Nixon, government spending began to grow faster and faster. Both those presidents made short-term, politically expedient decisions during their time in office that are still creating headaches for us nearly half a century later.


As a result, rather than spending $1.2 trillion in 2010, governments in America spent four times that amount—$5.2 trillion.


America’s elected politicians should have been drawing attention to these unsustainable budget realities for decades. Instead, they took part in a bipartisan cover-up. Rather than leveling with the American people, politicians used budget gimmicks and creative accounting to hide the growth of government spending.


1954–2010: Comparison of Actual Government Spending with Amount Needed to Keep Pace with Population Growth plus Inflation


All Figures in Millions of Dollars
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(data from 2011 federal budget, compiled by Scott Rasmussen)


In some ways, the Republicans are more to blame than Democrats. The Democratic Party has, after all, been fairly open about its desire to see federal spending grow. It formally advocates a larger role for government, and it would make tactical sense for the Democrats to downplay the cost side of their agenda. A good salesman always wants the product to seem less expensive than it really is.


DC Republicans, on the other hand, have spent decades claiming to favor fiscal restraint, but have failed to act that way. They, too, chose to hide behind accounting gimmicks rather than educating voters about the underlying spending trends. That’s one reason 72 percent of Republican voters around the country continue to believe congressional Republicans are out of touch with the party base.20


But far more important than to assign partisan blame for past failures is to realize that the government’s spending problems are much deeper than decisions made in the past few years by Congress. This systemic problem has been building for decades. It requires a long-term substantive solution rather than short-term Band-Aids and budgetary gimmicks.


The American people instinctively understand this. When President Barack Obama gave his 2010 State of the Union address, voters supported his call for a freeze on discretionary spending. However, at the same time, only 9 percent thought the freeze would reduce the deficit significantly.21


A year later, when congressional Republicans tried to trim the budget by up to $100 billion, only 26 percent of voters believed that effort would significantly reduce spending and deficits.22


In both cases, the voters were right.


This awareness that the proposals from both sides of the political aisle fall short only adds to the high level of frustration in the nation today. Most Americans aren’t sure what it will take to gain control of spending, but they sense that politicians from both parties are ducking reality. A majority doubt that President Obama will even present a serious proposal to address the problem. Most have the same doubts about congressional Republicans.23


Again, the voters are right.


A serious approach to budgetary issues would begin with a look at where the money goes. It’s not difficult to find or define, but most politicians would prefer to avoid the subject entirely. The majority of all federal spending is consumed by just three budget items—national security, Social Security, and Medicare. Those items plus interest on the federal debt account for more than two-thirds of all federal spending.24 The latest projections show that this handful of items will grow faster than the economy and the rest of the budget over the next five years. By the end of that time, they will account for 77 percent of all federal spending.25


Not surprisingly, therefore, the growth in overall government spending has been driven by the growth of national security spending, Social Security, and Medicare. In 1954, these items plus interest on the federal debt consumed 89 percent of all federal tax revenue. By 2010 the cost of these same items was slightly more than the total of all federal tax revenue. No matter how you measure it, this is where the money goes.


Spending on national security and veterans’ affairs totaled $54 billion in 1954 and $844 billion in 2010. Social Security costs grew from $3 billion to $721 billion. Medicare didn’t exist in 1954 but cost $457 billion in 2010.


While national defense grew a bit more slowly than the others from 1954 to the present, that’s partly because it started from a higher base. In 1940, on the eve of World War II, defense spending had totaled just $2.2 billion. Fourteen years later, by 1954, it was twenty-six times that amount.26 Regardless of which program grew faster than another, these programs are the driving force of federal spending growth. Anybody who is serious about cutting spending must be willing to intelligently and significantly reduce the cost of these essential programs.


This perspective is not an ideological preference, it’s a numerical reality. The good news is that twenty-first-century American voters are quite willing to make the needed changes. They are ready to support strategic changes in military strategy that will save hundreds of billions of dollars annually (chapter 3). They are ready to let people select their own retirement age and embrace other reforms that will make Social Security work better for a new generation while dramatically reducing the nation’s long-term liabilities (chapter 4). On Medicare, the challenges are tougher, but can be addressed by following the commonsense wisdom of the American people (chapter 5).


The changes supported by voters are generally more thoughtful and offer more lasting solutions than those suggested by politicians. They also involve a lot of common sense, which may be another reason that those in the ideologically driven world of professional politics can’t see the forest for the trees.


The willingness of voters to tackle the big issues means that the only thing standing in the way of solving the budget crisis is a Political Class committed to defending the status quo.


That will be the real political battle of the coming decade.





PART ONE
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The Political Class






1
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What the Political Class Thinks Voters Think


America’s Political Class wants to govern like it’s 1775, a time when kings were kings and consent of the governed was irrelevant. This collection of elected officials, lobbyists, political staffers, activists, and their allies on Wall Street has grown in influence over the past half century as the federal government has grown in size and power. They have pursued their own self-interest, used taxpayer money to help their friends, and succeeded in making Washington, DC, the wealthiest metropolitan area in the United States.


While holding a variety of ideological and partisan views, this elite group shares a common belief that the federal government is the source of all legitimate authority in the nation. Rather than acknowledging the American people as the true sovereign authority of the land, the Political Class displays a growing contempt for those they are supposed to serve.


Fifty-nine percent of political insiders told the National Journal that the public doesn’t “know enough about the issues facing Washington to form wise opinions about what should be done.”1


The Politico, another publication that chronicles the world as seen by DC insiders, reported that a major policy debate would be determined “less by the intelligence of advocates on any side than by the ignorance of most Americans.”2 Peter Orszag, a former director of the Office of Management and Budget, wrote an article explaining why he believes that “we need less democracy.” Orszag says that the way to fix our political institutions is “by making them a bit less democratic.”3


These comments and scores of others like them sound suspiciously like rationalizations to justify ignoring the voters. The governor of North Carolina went so far as to suggest that “we ought to suspend, perhaps, elections for Congress for two years and just tell them we won’t hold it against them, whatever decisions they make, to just let them help this country recover.”4 As a public-opinion pollster, and as an American citizen, I find this attitude offensive, misguided, and wrong. It is an affront to the very notion of a self-governing society.


It’s true that the public does not know the details of every petty partisan and ideological talking point that Washington insiders consider important, but most of those details aren’t worth knowing. Common sense, pragmatism, a sense of fair play, and a firm grip on reality are much more important. That’s why I’m with the 73 percent of voters nationwide who trust the American people more than America’s political leaders.5 It’s also why I’m confident that our nation can find a way out of the fiscal-policy challenges we are facing today. All we have to do is follow the collective wisdom of the American people.


A careful and comprehensive review of history, budgetary documents, and public-opinion data shows that voters are far more willing than their politicians to make the hard choices needed to reduce federal spending. The American people are ready to do what it takes to balance the budget, completely eliminate the federal debt, and prepare the nation for the twenty-first century.


But, while ready to face hard choices, voters are not willing to let politicians make those choices. Americans simply don’t trust their political leaders. For this reason, Americans overwhelmingly believe that any proposed changes in Social Security or Medicare must be submitted to the American people for approval before they can go into effect. They want a similar chance to approve any tax hikes proposed by Congress.6


With these protections in place, a solid majority of voters are prepared to embrace thoughtful, fair, and strategic changes in major government programs including the three categories that make up the bulk of all federal spending—national security, Social Security, and Medicare. In fact, voters are prepared to take steps that will reduce government spending far more than any politician in Washington has yet proposed.


I recognize that such a statement of confidence in the American people will be greeted with snickers by those in the Political Class. Their perception, summarized by the New York Times, is that “Americans overwhelmingly say that in general they prefer cutting government spending to paying higher taxes.” However, their preference for spending cuts “dissolves when they are presented with specific options.” To bolster this claim, the paper cites “several bipartisan and academic panels” suggesting that the required spending cuts “would be deeper than anything the public would accept.”7


The New York Times and the conventional wisdom are wrong.


I say this with confidence even after reviewing a constant stream of media polls claiming to back up the insiders’ condescending opinion of voters. The Pew Center, for example, has asked several times over the years about eighteen categories of spending and always found majority opposition to cutting any of them.8 It didn’t matter whether the spending was for defense, education, the environment, or anything else, most respondents were opposed to cutting whatever the pollsters asked about.


Rasmussen Reports polling finds the exact same type of response. In one poll, 54 percent said the federal government “needs” to spend more money on infrastructure projects such as roads, bridges, and trains.9 That’s consistent with the Pew results and many other polls. On the surface, this seems to support the conventional wisdom.


But the Rasmussen Reports poll also dug a bit deeper and found that just 33 percent of likely voters think the government should continue providing subsidies and grants to Amtrak. Fifty-three percent want the subsidies to end.10 Other Rasmussen Reports polling showed that a majority wants the government to go even further and sell Amtrak to private investors.11 So, while voters are willing to go on record in generic support of infrastructure spending, they are quite willing to support cuts in specific programs.


The same pattern can be found on every other broad category of government spending. Consider military spending and national security. Less than one-third of voters say we should cut defense spending.12 After all, who would want to suggest putting the nation at risk just to make the ledgers balance? But, while opposing unspecified cuts, most are quite willing to consider removing troops from Western Europe and other strategic changes that would end up saving substantial amounts of money every year.13


These examples and plenty of others make the point that asking about broad categories of spending is not the same as asking about cuts in specific programs. Asking generically about spending more on education or protecting the environment is like asking about support for mom and apple pie. Polls that measure the mom and apple pie value of various spending categories make politicians happy because they show support for the status quo. Polls that ask about specific and thoughtful changes show that the American people are ready to prepare the nation for the twenty-first century.


Of course, some spending cuts that get talked about aren’t very thoughtful. Not surprisingly, Americans overwhelmingly oppose mindless and harsh short-term spending cuts such as eliminating Medicare or getting rid of school lunch programs and playgrounds. Nobody wants to deny schoolchildren a good lunch or a place to play. Nobody supports throwing retirees on the street or taking away their doctors. Voters recognize the budget debate is about far more than simply slashing spending and respond accordingly.


Imagine, for example, that someone in Congress noticed the all-volunteer army is more expensive than an army of draftees. If that legislator proposed reducing the military budget by reinstituting the draft and cutting military pay, the polls would instantly show it to be massively unpopular. Americans overwhelmingly oppose the military draft14 largely because it conflicts with our belief in individual freedom and self-governance. Additionally, an all-volunteer army is actually an army of professional soldiers who keep the nation safer than an army of unwilling draftees. Finally, of course, there is the sheer indecency of cutting the pay for those who are defending our freedom.


It should surprise no one that such a proposal would be unpopular. Unfortunately, the spin in Washington wouldn’t be all that surprising either. With polls in hand showing massive opposition to a draft and military pay-cut plan, the Political Class would add this to their body of evidence showing that people say they want spending cuts, but don’t really mean it. They would be drawing a false conclusion that is not supported by the data. That voters oppose some spending cuts does not mean they are opposed to all spending cuts. It just means that the politicians have failed to come up with more credible options for the voters to consider and the pollsters to test.


The lack of polls showing support for specific spending cuts says more about the Political Class than it does about public opinion. There are only two possible explanations, and both are pretty discouraging. The first possibility is that our elected politicians simply don’t know what to do. They may be so focused on their partisan and ideological games that they honestly can’t see a way out of the mess they’ve created. The other possibility is that they know what the voters might embrace but don’t want the nation to head in that direction.


Regardless of the reason, the nation’s current leadership has failed to develop reasonable options for voters to consider. Instead, government officials have put their energy into developing creative accounting techniques and gimmicks to hide their failure. Sixty-two percent of voters have caught on to one of the gimmicks and now recognize that when politicians talk of spending cuts, they really mean just a slower rate of spending growth.15 As will be discussed in chapter 2, that’s just the tip of the iceberg.


To get a sense of scale, consider that the president’s 2012 budget projected a $1.65 trillion deficit.16 That staggering number is obviously unnerving to ordinary Americans who try to live within their own family budget. Unfortunately, the way that official Washington calculates deficits dramatically understates the magnitude of the problem. The current approach was devised by President Lyndon Johnson to hide the cost of his Great Society programs and the Vietnam War. If the government used the same Generally Accepted Accounting Principles it requires companies to use, the annual deficit is actually about $5 trillion a year.17 That’s three times higher than the official figure and means the government is consuming a much larger share of our national income than anybody wants to think about.


While this will be discussed in detail later, most of the difference between the official figures and the real deficit comes from acknowledging the unfunded liabilities for Social Security, Medicare, veterans’ benefits, and other retirement programs.


The gap between official government figures and reality is especially noticeable once you move beyond annual deficits and take a look at the total debt. Every year or so, an interesting political tussle breaks out when Congress is required to raise the official debt ceiling. That’s the total amount of money the government is formally allowed to borrow.


In the summer of 2011, following a high level of partisan bickering and theatrics that made everyone involved look bad, the debt ceiling was raised a couple of trillion dollars from $14 trillion to $16 trillion. While those are big numbers, the actual total debt of the US government is up to eight times higher—somewhere between $60 and $120 trillion.18


For a variety of reasons to be discussed in the next chapter, precise numbers are difficult to estimate, but it’s important to understand the magnitude of the problem. As former Congressional Budget Office director Douglas Holtz-Eakin explained to me, “The debt from the past is a problem, but the future potential debt is a crisis. Left unchanged, federal programs are on track to spend so much money that there will be no way to either tax or grow ourselves out of the problem. We will explode from borrowing fifty-five thousand dollars every second to two or three times that.”


As with the difference between the stated annual deficit of $1.65 trillion and the actual deficit of roughly $5 trillion, the difference between the official debt totals and the actual debt obligations comes primarily from commitments for future retirement benefits that have been made by the government but are not included in the official debt figures.


The reality is that the politicians spent a whole summer arguing about a $2 trillion increase in the formal debt ceiling without even acknowledging that it’s but a tiny fraction of a much bigger problem. It’s truly scary that our elected officials have deliberately chosen to hide up to 80 percent of the total debt burden rather than fessing up. Such behavior from a corporation would land the CEO in jail.


If our political leaders had been honest with the American people about federal finances over the past four or five decades, voters would have forced changes on the system long ago and we would not be in the mess we’re in today, but that’s not where the Political Class wanted to take the nation. Rather than respecting voters as the sovereign power in the land, political insiders have acted like a gambler who keeps losing money but hasn’t told his wife. The gambler always hopes or believes that the next bet will come up big enough to cover all the losses and avoid an unpleasant discussion.


Politicians have for decades placed their bet on the belief that they could someday convince voters to support tax increases big enough to fund the Political Class view of the world, but it hasn’t happened yet and it’s not going to happen anytime soon. Instead, voters have expressed growing frustration with the federal government. For three consecutive elections in 2006, 2008, and 2010, Americans voted against the party in power. It didn’t matter whether Republicans or Democrats were in power, they just voted against the team in charge.


This continued and accelerated a trend that has been growing since 1992, the year Bill Clinton was elected president. He came to power with a Democratic majority in Congress, but his party lost control of Congress during his tenure in the White House. He was followed by George W. Bush, who was elected president along with a Republican majority in Congress. His party also lost control of Congress during his time in office. That had never before happened in back-to-back administrations in American history.


But it didn’t stop there.


President Barack Obama was elected with huge majorities in both the House and the Senate. Two years later, in 2010, his team lost control of the House of Representatives in the biggest GOP victory since the 1940s. This pattern reflects a fundamental rejection of both political parties, and the trend even continues between elections.


In 2009, President Barack Obama proposed a freeze on discretionary spending. Voters liked it, but few thought it would have any significant impact on the deficit.19 In 2011, newly empowered House Republicans proposed $61 billion in spending cuts. Again, voters liked it but few thought it would have any significant impact on the deficit.20


In early 2011, President Barack Obama unveiled his budget plan based upon a vision of “living within our means.” Republican congressman Paul Ryan introduced his alternative budgetary plan and focused more on spending cuts, but a majority of voters said neither President Obama nor the congressional Republicans were likely to propose a serious plan to address the nation’s fiscal problems. Two-thirds said nothing significant would be accomplished before the next presidential election.21


The loud and clear message is that voters don’t think either side is making any sense, but those in power don’t see it that way.


The Political Class view of recent elections may best have been summarized by a political science professor who is frequently quoted as an expert on public opinion. Charles Franklin said, “I’m not endorsing the American voter. They’re pretty damn stupid.”22


Unfortunately, I’ve run into this attitude directly more times than I care to remember.


Once, I spoke to a trade association and said that the American people don’t want to be governed from the left, the right, or even the center. They want to govern themselves. For most Americans, this is little more than common sense. The speaker following me, however, was less than sympathetic. A man whose résumé put him high up in the Political Class ranks said simply, “All that talk about self-governance is fine. The only problem is that the American people are too stupid to do it.”


A Washington Post blog also directly challenged my assessment by asking, “Do Americans really want to govern themselves?” To answer, they cited a study suggesting “the public would rather have other people make the decisions, so long as those people are ‘empathetic, non-self-interested decision makers.’”23


The Founding Fathers long ago addressed the fantasy that such wise and impartial rulers could be found. The fifty-first Federalist Paper stated succinctly, “If men were angels, no government would be necessary. If angels were to govern men, neither external nor internal controls on government would be necessary.” But the reality is that we have “a government which is to be administered by men over men.”24 No angels are involved in government today, just politicians.


Perhaps the DC crowd see themselves as “empathetic, non-self-interested decision makers,” but hardly anybody else does. Polling consistently shows that Americans trust a used-car salesman more than a member of Congress. Only 27 percent think their own representative is the best person for the job. No matter how bad something is, voters overwhelmingly believe that Congress could always make it worse.25 Those things are true regardless of which party is in charge.


To be fair, an excess of cynicism may sometimes be expressed by voters, but it’s the attitude of the Political Class that is truly dangerous. Their view that the American people are stupid, ignorant, and want somebody else to make decisions for them is a direct assault on the founding ideals of our nation.


The Political Class’s desire to govern as if it were 1775 is also the root cause of our fiscal crisis. It’s no coincidence that congressional turnover fell to single digits for the first time in 1968 and that federal spending was pushed to unsustainable levels in the same decade.26 In the decades since, voters were consistently ignored while government spending kept growing and trust in government kept falling.


Today, while deficits grab the headlines, the deeper problem has reached the point where only 17 percent of voters believe that the government has the “consent of the governed.”27 In a nation founded on the belief that governments derive their only just authority from such consent, that’s a devastating assessment.


The gap between Americans who want to govern themselves and politicians who want to rule over them may now be as big as the gap between the colonies and England during the eighteenth century. In revolutionary times, a rallying cry for the colonists demanded, “No taxation without representation!” Today, 79 percent of Mainstream voters think Americans are overtaxed; 87 percent of those who support the Political Class disagree.28


Only 10 percent of voters now trust the judgment of the nation’s political leaders more than the collective wisdom of the American people. Only 9 percent of all voters can be considered supporters of the Political Class worldview.29 That’s less support than historians believe the king of England enjoyed in the colonies during the American Revolution.30


That gap exists today because just about every budget-cutting proposal favored by the American people involves shifting decision-making authority, money, and/or power away from official Washington. Most of the proposals embraced by voters shift power away from government altogether and give individuals more control over their own lives. Many other changes shift power to some other level of government where competition can give individuals more control.


At the other extreme is the Political Class dream of even more power, authority, and money flowing into Washington. That’s why our nation’s fiscal crisis is, at its core, a political crisis.


While painful for voters to live through, this gap between voters and politicians is a recurring theme in American history. As this effort has played itself out over the centuries, politicians always lag behind the public. When voters recognize that change is needed, elected politicians become the primary defenders of the status quo. Then, when the change becomes impossible to resist anymore, the politicians ratify the changes that have already taken place.


This happens because individual Americans live in a dynamic world and are constantly adjusting their views and attitudes based upon encounters with reality. The Political Class lives in a more static, bureaucratic world and encounters politics more than reality. Elected politicians are more likely to hear complaints about change from donors and lobbyists than they are to hear from entrepreneurs about the benefits of change. In the short term, the politicians can protect the status quo, but eventually voters figure out a way to bring the politicians back in line with reality. Such trends get lost in the short-term political world of sound bites, petty partisan agendas, ideological posturing, and the 24-7 news cycle. Rather than focusing on all the yelling and blogging, it is useful to look at the larger context of history to see how public opinion leads in America and politicians follow.


The sound-bite version of 1775 history says that the American Revolution began in Lexington and Concord with the Shot Heard ’Round the World. Looked at in isolation, it’s hard to understand how a relatively minor showdown on Lexington Green sparked a war that eventually led to the defeat of what was then the world’s mightiest military power.


The underlying reality is that public opinion in the colonies had been shifting for decades. Even those who considered themselves loyal to the king of England recognized important differences between the colonies and the mother country. The decade leading up to the April morning when Captain John Parker mustered the Minutemen in Lexington had been marred by growing friction over the Stamp Act, the Intolerable Acts, the Boston Massacre, the Boston Tea Party, and more.

OEBPS/styles/page-template.xpgt
 

   

     
	 
    

     
	 
    

     
	 
	 
    

     
	 
    

     
	 
	 
    

     
         
            
             
        
    

  

   
     
  





OEBPS/images/promo.jpg
Sign Up Here








OEBPS/images/common.jpg











OEBPS/images/bm03.jpg





OEBPS/images/bm04.jpg





OEBPS/images/f0001-01.jpg





OEBPS/images/bm01.jpg





OEBPS/images/bm02.jpg





OEBPS/images/copy.jpg










OEBPS/images/f0010-10.jpg
bU00

5000

4000

3000

2000

1000






OEBPS/images/title.jpg
THE
PEOPLE’S
MONEY

—_————————

HOW VOTERS WILL BALANCE THE BUDGET
AND ELIMINATE THE FEDERAL DEBT

B ————

SCOTT RASMUSSEN

THRESHOLD EDITIONS

New York London Toronto  Sydney New Delhi





OEBPS/images/9781451666120.jpg





