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For Kristen





PREFACE


Before I came to the United States in the late 1990s, I spent eight reasonably happy years working as a civil servant in the headquarters of the British Department of Transportation. At one point I even joined the National Union of Civil and Public Servants. It was a time of great change for the British civil service. Successive Prime Ministers Margaret Thatcher and John Major, having successfully privatized the great nationalized industries, were turning their attention to government itself. By the time I left my government job, the civil service was barely recognizable.

Then I moved to America. Literally the first thing I had to do was deal with American bureaucracy—the unlamented Immigration and Naturalization Service. It was everything British bureaucracy had ceased to be (not that British bureaucracy was perfect, I hasten to add)—arrogant in the extreme, driven by rules rather than by any sense of customer service,  unresponsive and above all slow, glacial even. The slowness had a serious effect on me, as I was stuck for months after my initial work permit expired, unable to get a job and using up my savings (my payoff from the British government, as it happened). I recall at one point receiving a dressing-down from an immigration officer for missing an appointment. It turned out that they had sent the notification letter to my old address in Richmond, Virginia, rather than my new address in Alexandria, Virginia, despite them acknowledging they had received my change of address notification. I was upbraided for their incompetence.

Ever since that experience, I have been astonished at just how out-of-date American bureaucracy is. Its forms are incomprehensible, its procedures are mind-numbing, and its contempt for the people who pay its salaries is palpable. It appears to be driven by a simple principle: government of the people, by the bureaucrat, for the bureaucrat.

Yet I should stress here that the civil servants themselves, with several notable exceptions, have been decent, ordinary Americans I would be happy to have as my neighbors. Yet the system in which they operate almost forces them to disdain their fellow citizens. When you closely examine the system, it is one of legally sanctioned and enforced robbery.

Robbery can take many forms. It can take the form of plunder—simple expropriation of your property without so much as a by-yourleave. It can be extortion, where they take your property under threats of something bad happening to you. Or it can be a swindle, where you part with your property thinking you will get something in return and instead get far less or nothing at all. The American bureaucracy engages in all these forms of theft, and those who do the thieving are wellrewarded—at our expense. This book will expose how it’s being done and identify the politicians, bureaucrats, and unions who perpetuate its being done—and what we can do to stop them.

 



Woodbridge, Virginia 
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PART ONE

 THIS IS AL GORE’S HOUSE. WHAT DOES YOURS LOOK LIKE?





CHAPTER ONE

 LIFESTYLES OF THE RICH AND POWERFUL


In their brilliant 2008 film Not Evil Just Wrong, Irish film-makers Phelim McAleer and Ann McElhinney present an interesting contrast between the powerful in America and the rest of us. They profile the family of Tim and Tiffany McElhany in Vevay, Indiana. The McElhanys live in a small house, but are putting away money for their dream house, which they’re building.

The trouble is Tim’s job at the steel plant is under threat from environmental regulations that are purportedly necessary to prevent global warming. At the end of the movie, Tiffany drives to Nashville to deliver a letter to former vice president Al Gore, the main proponent of such regulations. In contrast to Tiffany’s modest home, Gore lives in a vast mansion.

What makes this more interesting is that Gore’s resume is one of what is euphemistically called “public service.” From Harvard, Gore served as  an Army journalist in Vietnam for four months before returning in 1971 to spend a few years bouncing between divinity school, journalism, and law school, which he entered in 1974. He failed to complete law school, being elected to the United States Congress in 1976. From there he went on to serve successively as congressman, senator, and vice president of the United States, until his seemly progress along the cursus honorum was cut short by the electorate and the United States Supreme Court in 2000. Since then he has made a living lecturing and investing in green technologies for which he is a de facto lobbyist.

So Al Gore’s mansion was essentially paid for by the taxpayers of Tennessee and the United States, who supplied his salary as a “public servant.” He had no other career to speak of, and certainly had never worked in a steel plant. When Tiffany McElhany drove through the front gates, she probably had no inkling that she and her husband were contributors to the Al Gore mansion fund.

Gore’s residence is a twenty-room mansion near Nashville, Tennessee. It has two wings and a large outdoor pool, spaciously set in lushly wooded grounds with a circular driveway and extensive parking space. Type “312 Lynnwood Boulevard, Belle Meade” into Google or Bing maps and you can bring up a satellite picture of the place. That’s Al Gore’s house. What does your house look like?

Gore is not alone. In fact, his partner in the White House, President Clinton, has an astonishingly similar resume. While coming from much humbler roots than the patrician Gore, Bill Clinton was also the beneficiary of a political career. Indeed, he set his sights on this at an early age, as he relates in his autobiography, My Life:
Sometime in my sixteenth year, I decided I wanted to be in public life as an elected official. I loved music and thought I could be very good, but I knew I would never be John Coltrane or Stan Getz. I was interested in medicine and thought I could be a fine doctor, but I knew I would never be Michael DeBakey. But I knew I could be great in public service.1







Clinton went straight from Hot Springs, Arkansas, to the Georgetown School of Foreign Relations in Washington, D.C., then to Oxford as a Rhodes Scholar, then to Yale Law School, where he began dating Hillary. He left Yale in 1973 and became a professor at the University of Arkansas. He ran for the House of Representatives in 1974. Despite being defeated, he stayed the course and was elected Attorney General of Arkansas in 1976, only three years out of law school. From then on, it was relatively smooth sailing to the governorship and the presidency. While Gore had at least briefly been a journalist after leaving Harvard, Clinton had no job that wasn’t financed by the taxpayer until he left the White House. Yes, we probably paid for that cigar, too.

Gore and Clinton are not the subject of this book, but they are emblematic of the government leisure class this book is about. They represent the epitome of the “public servant”—people who make a frankly extraordinary living by supposedly working for the rest of us, but actually by putting endless, petty (and not-so-petty—sometimes career-threatening and liberty-endangering) bureaucratic obstacles in our way.

As we’ll see, most public servants, while not as well-endowed as Clinton and Gore, are far better off than Tim and Tiffany McElhany. They have salaries, benefits, and powers that make them part of a cushy and coddled economic stratum. Despite the global slump since 2008, these are boom times for them, and the easiest way to see that is to go to where they live, in the suburbs of Washington, D.C.




America’s Wealthiest District 

Where is the wealthiest congressional district in America? Beverly Hills? No. Manhattan? Think again. It’s actually the 11th District of Virginia, made up mostly of the outer Washington suburbs in Fairfax County and Prince William County, which is where I happen to live. According to a survey by The Hill newspaper in 2006, using data from the 2000 Census, the district has a median household income almost  double that of the average district—$80,397 compared with $41,994.2 The reason for the district’s affluence, says Claremont McKenna College professor Frederick Lynch, is “because of the presence of high-level federal workers and two-income families.” Needless to say, many of those two-income families have both members working for the government, either directly or indirectly. And remember, those data come from before the financial crisis, before the massive stimulus spending directed largely at government employees, and before the rapid rise in government salaries we’ll examine later.

To take a look around Virginia’s 11th District is to see an island unaffected by the economic tsunami unleashed by the financial crisis. The houses are, for the most part, pleasant single-family homes or townhouses built comparatively recently. That’s because the population has boomed. Fairfax County’s population has increased by 200,000 people since 1991, while Prince William County has added 84,000 residents since 2000.3 The top three employers in the county are the county’s public schools, the federal government, and the county government, accounting for 50,000 employees between them, up 10,000 from ten years ago.4 Many of those not working directly for government are working for semi-governmental employers like Freddie Mac (up to 7,000 employees) or government contractors like Northrop Grumman or the management consultant Booz Allen (up to 10,000 employees each). All these employers pay well.

More to the point, they continue paying. It is received wisdom in these parts that the area is “recession-proof,” thanks to the main source of income being the government budget. This shows in the unemployment rate. In September 2010, the national unemployment rate was 9.6 percent across America. In Fairfax County, Virginia, it was just 4.6 percent, less than half the national rate. Fairfax is a good place to get—and keep—a job.

The resilience of the national capital area thanks to government funding is obvious in another area as well. Home prices in the area have not decreased by nearly as much as they have in the rest of the country. Indeed, home prices are still around 75 percent higher than they were in 2000,  even if they’ve decreased from the peak of 150 percent higher in 2006. That’s a better performance than any other area in the nation. Moreover, they started increasing when other areas were still on the downward slide. As Tim Iacono of Iacono Research points out, “The change in fortune for Washington area home prices began when the bailouts/stimulus began in earnest (i.e., late-2008/early-2009) and, in recent months, the home price index is further separating itself from all others.”5


In other words, back when the rest of the nation was being told that bailouts were the only answer to America’s financial ills, when arms were being twisted in the halls of Congress with more than usual viciousness to ensure the passage of a stimulus bill, and when America was voting for both hope and change, one of the main effects was to ensure that people who worked for Freddie Mac did not see the value of their homes collapse.

Freddie Mac, by the way, is a generous employer. In 2007, the government-sponsored company paid its Chairman and chief executive, one Richard Syron, a whopping $19.8 million in various compensation guises. That was the year Freddie Mac’s stock value halved as the company’s role in the gathering mortgage crisis became clear. The company continues to pay handsomely. A quick look at the CareerBliss website will tell you that the average advertized salary for positions at Freddie Mac comes in at $89,000, compared to an average of $46,000 for other companies in the financial services industry. Director salaries are over $120,000. Even after Freddie Mac was bailed out by the taxpayer, its new head, Charles Haldeman Jr., was paid more than $6 million in 2009. The Federal Housing Finance Agency said the salary was justified in order to “attract and retain” top talent.6


Top talent is plentiful in Fairfax County, if the possession of a bachelors’ degree indicates talent (and, as we’ll see later, that may no longer be the case).7 In 2008, almost 60 percent of Fairfax County adults possessed such a degree; the national average is just under 25 percent. Yet a disproportionate number of these talented people  work to find innovative ways to remove cash from taxpayers and direct it to their own salaries and house prices. Not one of the top ten employers in the county is a wealth-generating industry; they all live off the taxpayer.

Even Washington, D.C., itself, such a symbol of urban decay that it became America’s Murder Capital in the 1990s, bounced back as government grew. In December 2010 it was announced that Washington now had the highest median income of any major city, and that housing prices had grown there by over 5 percent, even as the rest of the nation’s declined by 3 percent. The average business rent there was now higher than the average rent in New York City, and the city finally found a booming business in recession: journalism, because industries needed to know what new laws and regulations the government had planned for them.8 Of course new government workers flooding in meant a change in the demographics of the city. In March 2011, the Census Bureau announced that African Americans made up less than 50 percent of the city’s population for the first time since the 1950s.9





The New Robber Barons 

Jack Johnson followed a familiar career trajectory: law school to academia to bureaucrat, working as an attorney for the IRS. Along the way he made important political friends, which helped him become State’s Attorney and County Executive for Prince George’s County, Maryland, which is just outside Washington, D.C., and not coincidentally is the wealthiest majority African American county in the nation, with 834,000 residents and a median income of $71,696. The Prince George’s County website praises its own, saying that its State’s Attorney issued a message that “was loud and clear—no one was above the law.”

Jack Johnson, however, might have been an exception to his own message. Allegedly, for several years Johnson had been receiving payments from one unnamed developer to help him obtain federal,  taxpayer-funded grants via the County’s Department of Housing and Community Development to build “affordable housing.”10


On November 12, 2010, however, the developer was wearing a wire, and their meeting this time was under surveillance by the FBI. (The developer, it appears, had been caught by the FBI and had agreed to help them.) The developer gave Johnson a check for $15,000 in return for Johnson’s “using his official influence and authority for the benefit of [the developer] and his companies.” FBI agents then entered the room and asked about the payments. Jack Johnson explained that it related to a party to mark the end of his time as County Executive.

FBI agents also visited Johnson’s home. His wife called him asking what to do. His cell phone was monitored by the FBI. Johnson told her not to answer the door but instead to go to “his drawer” where she would find a check from the developer. His wife asked whether she should get the “cash out of here too.” Johnson told her, “Put it in your bra or something. . . . ” When she found the check, believed to be for $100,000, she suggested flushing it down the toilet. Johnson agreed. FBI agents found $79,600 in Mrs. Johnson’s underwear (she had followed her husband’s advice to the letter). Mr. and Mrs. Johnson were both arrested.

Just a few days later, on November 17, 2010, undercover reporters for TV channel FOX 5 D.C. met with a real estate agent at 2:00 p.m. to view a house in the county. The agent also happened to be deputy director of the Office of Human Relations Commission. At a salary of $106,000 a year, he was responsible for investigating complaints of discrimination made within the county. This did not stop him from selling houses during the workday, as he explained to the reporters:11 

FOX 5: “I hope we’re not pulling you away from anything too important.”


Man: “Don’t worry about it, bro. I just work for the county when I ain’t doing this.”


FOX 5: “Is this a part-time gig for you?”


Man: “Well, yes and no. Um, with real estate and the Internet, you can do everything anytime and I have total flexibility on my job, so . . . ”


FOX 5: “Oh, alright.”


Man: “I’m Deputy Director for the agency, so . . .”


FOX 5: “Ok.”


Man: “Affords me the flexibility. If you need me, y’all call me on the cell. I’m out.”





According to the reporters, the deputy director’s entrepreneurial behavior was well known around the office, as was the fact that he used a county car while selling real estate. On the day in question, he clocked in for a full eight hours’ work with the county.

Informants within the office also pointed to his boss, the executive director. One employee claimed that on a typical workday, “She may not come in at all. She may come in at about eleven or one o’clock. Stay an hour or two. Leave.” The TV station reporters tested this by sitting outside her house on three days when the county confirmed she had clocked in. Her county car “never moved.”

When most people think of a public servant, they think of a post office worker: unimaginative, slow, and poorly paid. But today’s public servants are very well paid—and they have accrued power and wealth by making themselves essential regulators of private sector business—while still retaining the leisurely working pace of their predecessors.

The typical “public servant” enters the bureaucracy at a starting salary of $75,000, less if she’s a payroll clerk ($50,000), more if he’s a firefighter ($100,000). Assuming no extra raises, performance bonuses, or promotions, after thirty years he’ll be making in real terms $117,000 (thanks to seniority). He’ll also have a generous, guaranteed pension scheme, perhaps without any contributions on their part (because we’ll pay for it when they retire), in contrast to the rest of us who have to carefully save in a 401(k)—and risk the vagaries of the market, too.  That’s the baseline for the least imaginative (or most honest) bureaucrat. The ones who expand their bureaucratic empire, or help their labor union, or invent new ways to shake down taxpayers and businesses can do even better. One deputy police chief in San Francisco, for instance, made more than half a million dollars in his last year before retirement.

Public sector workers—the public servants—make one and a half to two times as much as their private sector colleagues who perform equivalent jobs and who pay the public servants’ salaries. And that’s not counting the more generous benefits and leave arrangements public sector workers have.

The best bureaucratic empire builders can, like Jack Johnson, get the ultimate prize—appointment or election to high office; and their friendly public-sector unions can raise the cash and provide the block votes to keep them in office.

That’s just the beginning. What makes these officials robber barons is their extraordinary degree of power over us. Businessmen have to provide us with goods or services we want, or they go out of business. (In that sense, the private sector is truly full of “public servants.”) Bureaucrats, however, just order us about, threaten us with jail if we don’t comply with their self-aggrandizing regulations, and then have the gall to tell us we should be grateful to them.

America’s government class has radically different interests from the rest of us—and it uses the power of government to further those interests. As J. P. Freire, writing for the Washington Examiner, put it, government today is “not so much about haves and have nots. It’s about haves and have yours.”





CHAPTER TWO

GOVERNMENT 101


Madison, Wisconsin, early 2011: a governor facing a budget crisis realizes that lavish government worker compensation deals are bankrupting the state. He was just elected to put this position right, so he moves to restructure these deals with the aid of the newly elected state legislature. The workers and their unions object. Democratic state senators flee their responsibilities, the capitol, and even the state, delaying passage of the budget bill. Unions, aided by their out-of-state comrades and President Obama’s Organizing for America campaign group, bus in thousands of supporters to storm the state capitol. State police appear to allow the protestors access with only minimal opposition. The union supporters flood onto the Senate floor and throng the balcony. They chant, “This is what democracy looks like.”

In fact, this is what modern government looks like.

Modern government serves itself; it has grown enormously, and its goal is to preserve and extend the powers and privileges of politicians, bureaucrats, and public-sector unions.

A good example of how modern government works might be the “Bill with No Name” of 2010,1 a $26.1 billion bailout for the states. The biggest part of the bailout was an “Education Jobs Fund” that was essentially a $10 billion slush fund for unionized teachers, like those who were the main target of Wisconsin Governor Scott Walker’s reforms—paid for by slashing $12 billion from a food stamps program. Now, food stamps might themselves be a bad idea, but is subsidizing public sector workers a better one? It is if you’re in government.




Madison Would Turn in His Grave 

The Wisconsin affair showed that government workers form a spoilt, over-privileged elite class that takes money from taxpayers as if it was some feudal right, and which reacts to genuinely democratic attempts at reform with contempt for democracy. Government resorts to thuggery, intimidation, and obstruction when it fails to get its way. Those tactics can be aimed at the individual citizen and duly elected governors alike. When government succeeds, it divides the spoils among its supporters. When it fails, it retreats, goes into hiding, and then emerges again to attack once more.

What Governor Walker was trying to do was simple. He faced a hole in his budget of over $3 billion. Wisconsin’s teachers (teachers are by far the largest block of government employees in any state) had some exceptional privileges. Governor Walker’s proposed budget required government employees to contribute 5.8 percent of their pay to their pensions and to pick up 12.6 percent of their health care costs. The bill also gave workers the right to say no to a union if they don’t want to join. State employees currently are required to pay union dues simply to keep their jobs, even if they aren’t members of the union. The bill also took away the union privilege of automatically deducting money from workers’ paychecks.

For this, democracy was upended as the teachers, their unions, and their allies launched a virtual coup d’etat to stop Governor Walker from  doing what he was elected to do. (We’ll look in detail at the role of the unions in Wisconsin and why they were so angry in chapter seven of this book.)

The story gets more outrageous when you find out just how much Wisconsin teachers are paid. The average personal income in Wisconsin is $37,398 a year, according to the Bureau of Labor Statistics, part of the Department of Commerce. The average teacher earns $49,580 in cash wages for nine months’ work a year. Benefits—the reason for the fight in Wisconsin—increase that by another 52 percent, because the average worth of health insurance, retirement benefits, and other insurance benefits is $26,005. So a household where both adult members are teachers—not an uncommon occurrence—is earning over $150,000 a year in salaries and benefits, plus three months’ time off work. It’s a sweet deal whichever way you look at it. (We’ll look more at government benefits—and the pay of teachers in particular—later in the book.)

We pay for all of this. Government workers all over the nation are enjoying a better standard of living than the people who are paying them. That represents a significant breach of the old “social contract” whereby government workers, when they were public servants, earned less than their private sector counterparts but made up for it in better working conditions. Now they still have the better conditions, but they also have better pay. It’s a slap in the face for the taxpayer—and remember that the taxpayer is, nominally, their boss.




Our New Leisure Class 

The government-employed teachers who are paid handsomely for nine months’ work a year (private sector teachers earn much less, please note) are a great example of our new leisure class. Previously, the leisure class consisted of aristocrats existing parasitically off the backs of the rest of us. The fact that our new leisure class comprises government  workers shows that nothing much has changed. We frequently pay our government workers substantial sums to do little or nothing.

Take the case of one Washington, D.C. firefighter, who was literally paid two years’ wages for nothing. In 2008, Natalie Williams, a twenty-year veteran paramedic firefighter, sent an invoice for CPR training for the princely sum of $120 to a Business Improvement District.2 The invoice was on official stationery, but instructed the client to pay the money directly to Williams. In private industry, this would have been an on-the-spot firing offense. In the D.C. fire department, Williams was placed on administrative leave while her case was investigated. For the past two years, Williams has continued to receive her $72,000-a-year salary while the residents of D.C. get nothing back from her. As we’ll see in chapter eight, government-employed firefighters are paid for sleeping on the job, but this takes the cake.

Then there was the Boston police lieutenant named Matthew Spillane who, through judicious use of overtime, managed to make $272,000 a year. That would be astonishing enough on its own, but early one morning when he was clocked in for an eight-hour overtime shift directing the towing of vehicles around the city, he accidentally discharged his police-issued weapon. At home. Again, you’d expect some sort of repercussion for this behavior, but according to the Boston Globe, Spillane was never even disciplined.3


Even when government does attempt to discipline its employees, it often finds it cannot. There was one government worker in Arizona who had lied to state officials and violated personnel policies (in pursuit of a romantic affair). He was fired, reinstated after a lawsuit (even though he admitted lying and violating personnel policy), fired again for lying and neglect of duty, and then reinstated (and granted $170,000 in lost pay and benefits) because the second charges constituted “double jeopardy”!4 If an employer has no effective disciplinary sanction, then employees have no real incentive to do their jobs. The expression “close enough for government work” derives from precisely this problem.

We also pay extravagant pensions to former government workers who decide they’ve had enough of sitting around the office all day and  would prefer to sit around at home. All over the country, government employees get sweet deals like those of Wisconsin teachers in the shape of free or low-cost pension plans. This led one private sector worker to write to John Derbyshire of National Review, pointing out that investment advisers had told him he would need $1 million in the bank for every $20,000 he’d want to live on annually in retirement. So to get the same sort of deal a public employee would get, he’d need to save up $2 or $3 million. He saw little chance of achieving that, particularly because “I have to pay about half of everything I make to the government in no small part so that the average public employee can live better in retirement than I’ll ever have the chance to dream about.”5


Bearing the existence of this new leisure class in mind, it’s important to recognize just how much of our economy we have entrusted to this class. The answer should be enough to make you faint.




Government by the Numbers 

America spends a vast amount on government, and that sum is growing like Topsy. Most of our government spending is, ultimately, at the federal level. When it comes to the size of the federal government, you can’t go wrong with Brian Riedl’s Federal Spending by the Numbers , published by the Heritage Foundation. It’s a handy and very visual guide to just how much money the Feds spend—and waste—every year. Most of the spending figures that follow can be found there, although ultimately they derive from the Office of Management and Budget (OMB) and the Congressional Budget Office (CBO).6


In 1990, the federal government spent (in 2010 dollars) a grand total of just over $2 trillion. In 2000, that had grown to just under $2.3 trillion. By the time George W. Bush left the White House, federal spending had ballooned to more than $3 trillion. Barack Obama pumped federal spending up to an astonishing $3.6 trillion for 2010.

How big is a trillion? It’s staggeringly huge. You could spend a million dollars a day for two thousand years and still not spend a trillion  dollars. Or consider this: “1 million seconds is about 11.5 days, 1 billion seconds is about 32 years while a trillion seconds is equal to 32,000 years.”7 That’s the scale of spending we’re talking about—almost literally unimaginable.

Moreover, today about a third of the vastly inflated federal budget is financed by borrowing. George W. Bush entered office with a budget surplus of $302 billion. He left office with a deficit of $467 billion. President Obama’s 2010 budget included a deficit of $1.5 trillion.

And the trend is upwards. By 2020, federal spending is projected to reach $4.7 trillion. While the OMB reckons that tax revenues will grow—with the Feds raking in $3.7 trillion in taxes—that still leaves a deficit of $1 trillion, more than double any deficit before 2008. And remember that these figures are all adjusted for inflation, and that they’ll undoubtedly get worse. Spending has exceeded inflation by 19 percent since 2008.

Most people put this spending increase down to pork, but pork is not the problem. Sure, it’s a problem, but in reality it’s quite small beer. In 2005, when pork was at its height as the Republican-controlled Congress lost its way, the budget contained 14,000 pork projects, but they only cost $30 billion. Public outrage has already reduced that figure to about $16.5 billion, and it would be great to get the figure down to zero, but pork is just a drop in the bucket of federal spending.

The fact is that most of the inexorable rise in spending is driven by entitlements—Social Security, Medicare, Medicaid, and the like—the costs of which more than doubled between 1990 and 2010 (when they went over $2 trillion). Another factor is the interest we pay on the national debt, about $200 billion now, but sure to jump soon.

Discretionary spending is now about $1.4 trillion.8 You might think a lot of that is driven by the “war on terror,” and it is, but while defense and security spending has increased by 51 percent since 1990, spending on discretionary domestic programs has jumped more than twice as much and with far less excuse. When people say that Congress has been spending like a drunken sailor, they forget that a drunken sailor runs out of  cash and has to sober up. A congressional sailor, however, seems to have a credit card with no limit.

Here’s a good example of how that works. Back in 2000, tax revenue was running at about 20 percent of GDP. The three biggest entitlement programs—Medicare, Medicaid, and Social Security—were between them running at about 7.4 percent of GDP. According to the CBO, however, those three programs, especially Medicare, are projected to soak up 18.4 percent of GDP by 2050. In other words, in about forty years we won’t be able to pay for anything else—no Army, no post office, no welfare, no renewable energy subsidies, or anything else—without significant tax increases.

How big a tax increase? The Heritage Foundation calculates we’ll need to raise an extra $12,000 per household. That figure assumes that other government programs won’t grow (quite an assumption), and is adjusted for inflation and income growth. Bear in mind that the average family earns $42,000 a year, and pays $16,500 of that to the feds. By 2050, according to what seem like rosy estimates, we’ll be sending almost half our paycheck to the IRS—and that’s before the payroll tax and any state or local taxes take their bite. As we’ll see in the next chapter, the IRS has plenty of ways to force you to pay—up to and including at the barrel of a gun.

Entitlement spending as a whole is 56 percent of federal spending and is on autopilot to keep on growing. Anti-poverty measures have been a big winner recently. In 2000, we spent under 3 percent of GDP on them. Now we spend about 4.5 percent, and spending on these measures has increased 89 percent faster than inflation in the past decade. Medicaid and food stamp enrollment has increased by 20 million in that time period, with the benefits also increasing faster than inflation. In the warped thinking of government types—and this is something we’ll return to time and again—this is a sign of success. The statement “We are spending now more than ever on [insert name of program]” is a badge of honor for any bureaucrat or politician. Yet it’s  actually a sign of failure. Spending more to help more people is not a sign that the program is working, it is a sign that it is failing to address the ill it is meant to cure, whether that be poverty, obesity, insert your cause here.

Then there are the programs that are popular and will remain popular until we change our national way of thinking about them. K through 12 education is a case in point. Most people these days believe that the federal government has a role in education—and federal education spending has jumped from $18 billion (in today’s dollars) in 1980 to $86 billion under President Obama. Spending on veterans is a similar story: the federal government spent $54 billion annually in 1980 and is spending $124 billion today in inflation adjusted dollars. We’ll look at the supposed justification for these discretionary programs and the reasons why most of them just impose costs on our economy in chapters four, five, and six.

This astounding growth in entitlement spending is one reason why a majority of Americans now gets some income from the government. In fact, we are now taking marginally more in welfare than we pay in taxes (about $2.1 trillion each). The economist Gary Shilling, who measures how many Americans get “significant income” from government, says that in 2007 (the last year covered in his analysis) almost 53 percent qualified for that label. In 2000, the figure was under 50 percent. In 1950, it was just 28 percent. Entitlements have made us much less self-reliant as a nation.9


And it’s not just the spiraling costs of the programs, but the fact that we have to borrow money to pay for them. If President Obama gets his way and spending remains at the levels he wants, then the national debt will be at an astonishing 90 percent of GDP by 2020. We’re currently paying $209 billion annually in interest costs. That will balloon to $760 billion a year by 2020. Interest costs will represent 70 percent of the budget deficit. We’re moving into an era of permanent, huge budget deficits driven by the massive increases in spending and debt interest.




Government as Big Daddy Employer 

All this enormous spending flows through and into the hands of a giant federal work force. Officially the federal government, as of 2009, employs 2,774,000 people. But it’s not quite as simple as that. That figure doesn’t include uniformed military personnel. Adding them doubles the figure to 4.4 million. There are also 66,000 people who work in the legislative branch and for federal courts. Moreover, a lot of government’s work is done by contractors or organizations that receive government grants. That means everyone from arms manufacturers to local charities, from Big Green environmental groups to individual researchers at universities. All these groups are only functioning because Congress has decided that some of our money would be better taken out of our pockets and put in theirs. Sometimes that is for a noble reason, sometimes it’s in reward for campaign contributions, but in all cases there are people working only because they receive taxpayer money to do so.10 They should really be counted as part of the federal government, too.

Of course, the government doesn’t want you to think so, which means we can’t go to the Office of Personnel Management for data. Instead we need to go to Professor Paul Light of New York University, who has done some fine work estimating the size of these shadowy branches of government.11 He points out that while there are many good reasons for the government to use contractors (should the government really be in the business of making dentures for veterans, like it did until the 1950s?), the use of contracts and grants also disguises the true size of government: “Not only does the federal government’s largely hidden workforce of contractors and grantees encourage the public into believing that it truly can get more for less, it diffuses accountability.”

Professor Light doesn’t object to the size of government per se, but rather to its lack of accountability. Indeed, the very failure of the Office of Personnel Management to keep records of the number of quasigovernmental employees suggests to him that the government has  something to hide: “Contractors and grantees do not keep count of their employees, in part because doing so would allow the federal government and scholars like me to estimate actual labor costs, and state and local governments make no effort whatsoever to quantify the number of hours their employees spend administering federal mandates.”

Nevertheless, Professor Light, using the federal government’s procurement database, estimated that in 1999 “the true size of the federal workforce was approximately 11 million, including 1.8 million civil servants, 870,000 postal workers, 1.4 million military personnel, 4.4 million contractors, and 2.5 million grantees.” By 2005, only six years later, the true size of government had reached 14.6 million employees.

Even if government has just grown at the same rate as it did between 1999 and 2005—which is a conservative assumption given the massive stimulus spending, bailouts, and other spending increases under the Obama administration—that would mean another 4.7 million employees dependent on taxpayer funding since 2005, bringing the total true size of government to nearly 20 million employees. Once we add in state and local government employees, another 19.5 million people (local bureaucrats, teachers, firefighters, police officers, and so on),12 we reach the astonishing conclusion that close to 40 million Americans are employed in some way on government business, which means about 26 percent of the American labor force owes its living to the taxpayer.13 That’s one in every four workers. Or to put it another way, it’s about twice the number of people employed in mining, construction, and manufacturing; so we have twice as many bureaucrats and public “servants” as we do builders. Somehow that doesn’t seem like the American way.




The One-Minute Public Sector Manager 

When I first joined the British government’s Department of Transport fresh out of college, I had a wily old boss who had been a civil servant for thirty years. “Iain,” he told me, “if you want to make a career of this,  you have to remember one thing. Your success is measured in how big your staff and budget are.”

By that measure, my boss was a great success; in three years at the Department of Transport he more than doubled his budget. I noted that intelligent managers who actually solved problems were, as my wily old boss predicted, routinely passed over for promotion in favor of those who found more problems requiring more staff.

In government, performance is judged by increases in funding. The cost-cutting boss is viewed with suspicion, even outright hostility, by his peers, as letting the side down. Academic research on how government bureaucracies function—the study of bureaucracy is a sub-field of what is known as “public choice theory”—has borne this out. But really the facts speak for themselves. As columnist and former White House staffer Jim Pinkerton has pointed out, in the nineteenth century, 50 percent of Americans lived on farms and the United States Department of Agriculture had 2,000 employees. Today, only 2.5 percent of Americans live on farms but the USDA has more than 100,000 employees.14
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