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Further praise for Selling Out a Superpower


“Economist Ronald Pollina is a well-respected voice in the world of real estate and economic development. His tell-it-like-it-is approach makes for an eye-opening and interesting read.”


Jeffrey M. Anderson


President and CEO, Virginia Economic Development Partnership


“The book provides great insight into the causes behind the global shifts in international economic power and the erosion of US economic supremacy. There's enough blame to spread around among our political, educational, and corporate leaders—and even the American people. Pollina notes that a coordinated, strategic approach is necessary to reverse this decline, starting with a citizenry that participates in electing responsible leadership and holding those leaders accountable.”


Geraldine Gambale


Editor, Area Development magazine


“In Selling Out a Superpower, Ronald Pollina has provided a great synopsis of where we are, how we got there, and what we can do to change the situation. I just hope enough people listen to what he has to say.”


Mark S. Willis


Chief operating officer, Wyoming Business Council


“Pollina's unique perspective adds an important dimension to the national economic debate. It should be required reading.”
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PREFACE


As a member of the baby boom generation, I have had the pleasure of growing up and spending most of my career in one of the greatest periods in United States history—the twentieth century During this period, the United States became the richest and freest nation in the world. It attained this status in part by the immigrants who have been coming to this country for over two hundred years. It is these Americans and their descendants who contributed to making what many consider to be the greatest country in the world. But the nation's current state of decline is a dishonor to these past generations of Americans who worked so hard to make this country a global superpower.


In part, this book illustrates the changes I have witnessed over the past thirty-five years, while I helped corporations select locations for their manufacturing, distribution, research and development, and corporate office facilities. I have been to places where tourists do not go—from small towns in rural Mississippi to the aging industrial neighborhoods of the nation's largest cities. I have talked to laborers and some of the nation's most senior corporate executives, as well as numerous small-town mayors, governors, and members of the United States Congress. I was often charged with digging deeply to identify communities, states, and countries that would provide the most desirable location for my corporate clients' specific needs. These comparative investigations examined factors such as labor, taxation, education, infrastructure, transportation, health care, and quality of life.


Earlier in my career, I witnessed, researched, and wrote about the outward migration of manufacturing from the Rust Belt states of the North and Northeast to the South and West, and the movement of office and manufacturing from central cities to suburban and rural locations. Essentially, these migrations have had negative repercussions on parts of the nation while benefiting other parts. In recent years, I witnessed another economic migration characterized as “globalization” or “offshoring,” a phenomenon of the twenty-first-century global economy. There are forces causing this migration that are inevitable. Like all economic forces, they can be managed poorly or they can be managed in such a way that we as Americans can benefit from them. This book will show that we as a nation have been dealing with these economic forces in a disastrous manner. The brunt of this disaster is being felt today primarily by the middle and lower classes throughout the nation—it would be felt whether we had been in a recession or not.


The recession, while helping us focus on some of the causes of economic problems, distracted our attention from others. Unfortunately, the cause of the recession was not simply the collapse of the housing market or a greedy and unregulated Wall Street. These were recessionary triggers for an economy that has been wracked with problems and spiraling downward for decades. Pulling ourselves out of the recession with quick-fix solutions such as TARP, the American Recovery and Reinvestment Act, or the reregulation of Wall Street are not going to reverse our economy's long-term trend. A rebound from the recession based on stock adjustments or government stimuli alone will not last. Without addressing the other crucial factors eating away at our economic strength, we will not be in a position to regain our economic stature or maintain our role as a superpower as we progress further into the twenty-first century. We are simply applying Band-Aids to mortal wounds.


For most of my career, I saw optimism among the population, as incomes rose and the number of jobs grew. But over the last two decades, and especially since the turn of the century, attitudes have started to change. I have witnessed a rapidly changing attitude in Americans toward their future and that of their children as well as that of the nation. Today, most Americans see their incomes eroding, their personal debt rising rapidly, and the prospects for a better job and standard of life disappearing. Especially troubling, many people do not see the situation improving for their children.


I wrote this book out a love for my country and for my family. I did not write it for any particular audience but rather for the general public. My objective has been to identify many of the issues that most Americans are aware of but may have a difficult time tying together. I have tried to answer the following questions: Why is it so hard for my family to stay out of debt? Why did the housing and financial markets melt down? Why can't my state or community attract more and better jobs? Why are so many of our best jobs lost to China, India, and Mexico? Why can't I find American-made products to buy? If America is so wealthy, why is the value of the dollar so low? Why do politicians promise so much before the elections and deliver so little after elected? How do special-interest groups control our political system? How can the richest nation in the world be so much in debt?


I am neither a liberal nor a conservative, although there are those on both sides of the political spectrum who will read this book and feel compelled to label me one or the other. I am an American who sees politicians on both sides, Democrats and Republicans, mismanaging the country. Perhaps we, the American people, really are at fault, considering that nearly 40 percent of us did not take the time to vote in 2008, when we had that right.


At best, some may argue that our political leaders have us on a path of “managed decline,” similar to what the British experienced at the end of World War II. I would argue that to assume that our government is managing the decline may be overly generous. I see the nation more in a free fall. What is most frightening is that our leaders do not appear to be making any effort to even open a parachute to slow our descent.


Throughout the book, I give many case studies that illustrate examples of political mismanagement that have resulted in the loss of jobs. The case studies presented are based on projects in which I was involved over the last fifteen years. Readers will note that I did not identify the names of the communities and states or the local and state political leaders who were responsible for these job losses.


There are two specific reasons why names, dates, and locations have been withheld. First, because of the business I am in, I am often required to sign confidentiality agreements relative to the projects I work on. These agreements legally prohibit me from disclosing identities. The veiled case studies were also selected based on the fact that the individuals discussed are, to my knowledge, no longer in decisionmaking positions. Second, to name names and attribute guilt or chastise a state, community, corporation, or union based on performance of former leaders would be counterproductive and unfair. To identify the governor, mayor, or union official who might have been responsible for the loss of hundreds or thousands of jobs would have the effect of unfairly stigmatizing a state, community, or union that may have long been rid of its incompetent leader. This is not to say that some states and unions do not continue to elect leaders who have no concept of economic development or of the global competition for jobs. It happens and it is not uncommon.


Certainly, it would be unfair to attribute all job losses to political and union leaders. I have also witnessed some decisions made by corporate leaders who may have been too quick to give up on discussions with political or union leaders and decided to close an operation and relocate it offshore.


Even with the restrictions of confidentiality under which I must write, I thought the case studies allowed essential insight into one of the reasons unemployment is so high and so many jobs have been lost to offshore locations. We should be aware that the type of behavior described in the case studies is likely taking place somewhere in the United States right now.


Here in the twenty-first century, you might want to believe that every political leader understands that the most critical component of economic prosperity is good, high-paying jobs. Whether we are talking about a community, state, or nation, a strong economy means government can afford to provide good schools, healthcare, infrastructure, security, low taxes, environmental protection programs, and all the other elements of a good quality of life. If the population has good job opportunities, the entire society prospers, whereas without jobs, it falters. I am continually shocked at how few political leaders appear to understand this most basic concept.


While incompetence and ignorance is understandable and, in small doses, may even be forgivable in a political leader, corruption is not. Political corruption is not new to this or any other nation. One of the primary premises of this book is that we have a system for electing our leaders that contributes to their being controlled, and thereby corrupted by, powerful special interests. These special-interest groups are not motivated by the best interest of the nation; in many cases, their interests are in direct conflict with the best interests of the American people. Unfortunately, these special-interest groups and their lobbyists provide the funding our political leaders depend on to get elected, and these funds come at a very high price to the public.
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DECLINING MIDDLE CLASS—DECLINING SUPERPOWER


Myth Number 1: The United States is the preeminent global superpower in economics, political influence, and military dominance, and that is not going to change, certainly not in my lifetime or that of my children. In the 1980s, as a nation we were riding high—we were risk takers, inventing new ways to make money and new things to spend it on. As a nation we were prospering and we felt secure. From 1980 to the financial crash of late 2007, the Dow Jones industrial average continued a rapid climb, hitting 14,165,1 and median new home prices quadrupled.


With the beginning of the new century, we began to hear more about jobs going offshore and the decline of manufacturing. At the same time, we were being told by our political leaders and the press that this was all part of the wonders of the twenty-first-century global economy, and America was going to benefit from these changes. Many Americans found these benefits difficult to see.


Soon, all was not well for an increasing number of Americans. Factories were closing in all parts of the nation, not just in the Rust Belt of the North and Midwest. Unemployment began to rise in certain areas of the nation and in certain industries. The overall unemployment rate was still relatively low, averaging about 5.7 percent for the 1990s, although many thought the situation was worse than this statistic reflected. Employment experts were concerned that many who had lost their jobs were forced into being underemployed (in a job below their skill level), into early retirement, or gave up on finding a job. With the advent of the recession in December 2007, the unemployment rate jumped to over 10 percent by the end of 2009. We were in the worst financial downturn since the Great Depression.


The American public and their governments—federal and state—were on a huge spending spree. Americans were financing a lifestyle that they could no longer afford. We had become addicted to borrowed money. Other countries like China and India were taking our jobs and technology, but, hey, we were getting cheap TVs, cell phones, and iPods. Interest rates were low, so when we couldn't afford what we wanted, we borrowed.


By the beginning of the new century, the nation's deficit was rising rapidly, as was the trade deficit. For the first time, median household income began a consistent decline, while inflation continued to rise. In spite of these signs, we were being told we were doing great, and many thought we were, because our investments were still riding high and our home values were soaring. We were confident in Wall Street and our political leaders when they explained away the danger signs.


By 2000, we were in the twenty-first-century world of globalization. The term globalization has become a common buzzword covering a wide range of political, economic, and cultural trends. For our purposes, it describes a process by which national and regional economies and cultures have become integrated through global systems of communication, trade, capital flows, migration, and the spread of technology into the international economy. With globalization, words like outsourcing, offshoring, downsizing, and rightsizing began to be used more frequently than ever before. Millions of American workers, not just in manufacturing, lost their jobs and were unable to find new jobs. For these Americans, it made no difference what jargon was used—the results for them and their families was the same. But it is not just these workers and their families that were being affected—the nation as a whole began to feel the repercussions of globalization. We didn't pay much attention, if any at all, to the fact that with the turn of the century, the US economy began growing slower than the global economy.


We heard of the wonders of globalization and how rapidly it was advancing countries like China, India, and Brazil, where hundreds of millions of people were rising from poverty into the middle class. American families increasingly found that in spite of a flood of low-cost products from offshore, their standard of living was not improving, their incomes were not rising (see chapter 11), and they were sliding increasingly into debt (see chapter 16).


It is important to recognize that the factors leading to America's economic troubles existed long before the downward spiral of the housing market after its peak in early 2005, the start of the recession in December 2007, or the collapse of the financial markets in 2008. These were the slap in the face the public needed to awaken us from our spending binge. We began to come to the realization that our economy was losing its ability to generate the income necessary to maintain the lifestyle we sought. The American public has since begun to adjust by attempting to decrease its household debt and consumption. However, the federal government continues to borrow, tax, and print money—showing no indication that it is making enough of a similar effort.


Globalization, once promoted as the path to economic growth, is no longer regarded in the same way by populations in advanced nations. In Europe, polls report that two-thirds of EU citizens see globalization as profitable for large global companies but not for citizens. A 2002 Pew poll showed that in the United States, 78 percent of its citizens thought foreign trade was beneficial to the country; by 2007 (prerecession) the percentage had dropped to 59 percent. 2 By 2008, a CNN poll showed that a majority of Americans saw trade as a threat, not an opportunity. 3


For the first time, Americans began to feel a threat to our status as the world's superpower. Try to imagine what life would be like in America if it were the third-ranked global superpower behind China and India. How would it affect us socially and economically and from a security perspective? Picture this change reflecting a substantial improvement in the economies and standard of living in China and India, with a commensurate weakening of the United States economy and standard of living. Envision that this will occur in your lifetime, or at least within your children's lifetimes. Finally, imagine that this situation is, in large part, the result of mismanagement by our political leaders.




The worst part of this scenario is that it does not need to occur. Populists and protectionists tend to blame the growing apparent United States disadvantage on “unfair” trade practices by other countries. Most of our political leaders understand the direction in which the nation is traveling, but they are not taking the necessary action to make a course correction. Historically, this is not unusual; many great superpowers have been largely responsible for their own demise.


The economic, social, and political implications of America's mismanaged globalization threaten to shake our society to its foundations. The middle class is at war, engaged in an international battle to keep its jobs and standard of living—and the battle is not going well. For the first time in our history, the size of the middle class is diminishing and its income is not rising to keep pace with inflation (see figure 6 and 9, on pages 186 and 223, respectively), and this trend began long before the 2007 recession. Many of the same forces causing the middle class to shrink are causing Americans with the lowest economic prospects to grow in number.


How did we get to this point? During the housing boom that kicked off the twenty-first century, middle-class Americans who could no longer improve their earning power refinanced their homes, pulling out billions of dollars in equity to protect a lifestyle they could no longer afford. By turning their homes into ATMs and increasing their credit card debt, most middle-class Americans are now paying interest on their groceries, making the possibility of retirement or paying for medical emergencies or college tuition impossible. Never before has the American public and its government been so deeply in debt, and never before have the economic prospects for our children and our children's children to have a better standard of living than we have been so dismal. For many Americans, their last job was the best job that they will ever have.


Our economy was built on the fact that we as a nation made excellent products and provided exceptional services that were in demand worldwide. We have been rapidly surrendering our position of leadership in these areas where we truly excelled, which were responsible for making the United States a superpower. In the last two decades, we have shifted to a nation that can claim that one of its biggest growth sectors is providing financial services. Thus far in the twenty-first century, we have shown that this is not a business we are very good at. In fact, we are so bad at it that we triggered a worldwide recession.


Our nation became a superpower because we invested in manufacturing, research, and development. We were innovative and we made things. However, we are rapidly becoming a nation that makes nothing, and we now spend more money on lawsuits than on research and development. The United States now has the largest national and personal debt of any nation. Most important is that this debt has not been caused by financing investments but rather by government spending and high levels of private consumption of goods produced offshore.


When the public first began to recognize that the nation's financial industry was beginning to implode in September 2008, the government responded by flooding the industry with $700 billion. This money did not come from a government rainy-day account but rather was added to the national debt.


The federal government acts like it has a credit card with no spending limit. Credit extended to the government comes through the sale of United States treasury securities. These securities are backed by the “Full Faith and Credit” of the United States government. Over 25 percent of these treasuries are owned by foreign governments—mostly China and Japan (the oil-exporting countries) and the United Kingdom.


When as a senator Hillary Clinton was asked why the federal government does not get tougher on trading partners like China, she stated, “How do you get tough on your banker?” She also stated that she sees “a slow erosion of our economic sovereignty.”4 It is difficult to comprehend that our political leaders acknowledge that they see our economic sovereignty eroding, yet they do little or nothing to stop it. Indeed, they have created the situation and are perpetuating it as a result of their unbridled spending and poorly conceived legislation, regulation, and trade policies. Our government's policies have led the United States toward a future of diminished economic and political power that has left us vulnerable to external economic forces.




GOVERNMENT COMPLICITY IN OFFSHORING


A leading cause for the United States' weakening financial position is our tax structure that encourages companies to move offshore. Unlike most advanced nations that have reduced corporate taxes in order to become more competitive with countries with low labor costs, the United States has maintained a tax system with the second-highest (Japan is first) corporate taxes in the world. 5 We regulate certain industries to the point that we drive them offshore, while we deregulate others, allowing them to drive personal bankruptcies to record highs and the nation into recession. For example, after twenty years of deregulation in the lending industry, in 2005 (pre-housing bubble), home foreclosures had more than tripled in less than twenty-five years. 6


Offshoring of the nation's high-tech and manufacturing jobs is continuing at a rate that is growing in intensity. In spite of this, the federal government and many state governments continue to offer little or no assistance to businesses to promote job growth at home.


During my career, I have assisted in relocating numerous manufacturing operations, research and development facilities, and corporate headquarters from one part of the nation to another. But what is most discouraging is the ease with which executives are able to expand offshore, once a company has established some presence beyond the United States. Making an economic case for expansion in the United States is getting harder every year, and it is not all due to lower offshore labor costs.


It's not just large corporations that are moving offshore; it is increasingly midsize and even small companies that are making the move. Several years ago, we were engaged by a client to approach their local and state economic development organizations. Our client, like many US companies, was having a difficult time competing in the global marketplace. This small company had about 390 employees, most of whom were in manufacturing. Their facility was old and cramped, and they needed to automate to cut costs and to meet the pricing demands of new customer orders. They also had a small operation with about eighty manufacturing employees in China.


The United States officials from the community and state refused to provide financial assistance to retrain existing employees or to provide tax abatements or infrastructure improvements. They claimed that they had no assistance programs for companies already in the state. The other negative was that the company would be adding only twenty-five employees as a result of their expansion and automation program. The company said they would agree to repay any financial assistance provided by the state or community if, during the next ten years, they dropped below 350 employees. We had negotiated with another state that was willing to give them $21 million in state and community incentives to relocate. The third choice of a Chinese location would have reduced their labor costs substantially and some of their other operating expenses.


Without the assistance that would make staying at their current location feasible (substantially less than the $21 million offered by the other state), and with the negative messages from their state and community, the company owner said the governor and mayor made a tough decision easier. He also said that while the offer of $21 million from the competing state made his choice difficult, if they had to relocate and train a new labor force, it would be more profitable long-term to expand their operation in China and phase out the US operation altogether.


As requested by our client, and as is customary, we did not tell the state or community of our client's plan to downsize and eventually close the operation. Companies often do not divulge plans for longterm phaseouts, as they may adversely affect operations in other parts of a state that are doing well. Also, if conditions improve, a phaseout may be stopped or even reversed. When asked by local and state officials about our client's plans, we could only say that they would not be moving to another state. The response of one of the state officials was, “We knew you were bluffing when you said they would move if we didn't help.” The governor and mayor put out a press release stating that through their efforts, they had preserved 390 jobs. Within three years, the operation was gone. With a few million dollars and a more positive attitude, these jobs, with an approximately $18 million payroll, could have been saved. Did the state and community win this negotiation or did 390 families lose? Or did neither win?




Unfortunately, based on my experience, this is not an uncommon outcome of globalization for American workers. We often see in the news that a particular company is “downsizing.” The reality is that downsized jobs very often are not being eliminated but rather “offshored.” This case is not an isolated incident—it is a common scenario that has been taking place throughout the United States since the early 1990s.


REALITY CHECK


Certainly, any global recession will bring out the worst in trading partners. American companies continue to accuse Chinese rivals of dumping products in the United States (selling below market prices). Fair-trade advocates continue to accuse China of using subsidies, currency manipulation, and tax breaks for their industries in an effort to maintain growth for their economy at the expense of the US economy.


President Barack Obama has a dilemma. He has promised to be tougher on China, but he is dependent on Chinese funds to finance a $1.15 trillion federal budget deficit (2010). This is exactly the problem Hillary Clinton warned of. The Chinese know they have the upper hand. In March 2009, Economist magazine cited an article in the Chinese think tank publication Economic Reference, which stated that the economic crisis will weaken the economic, political, military, and diplomatic power of developed countries. Regarding the United States, the article said China should buy up businesses in order to acquire sophisticated knowledge. If the United States government does not approve, “the Chinese government absolutely can use its American dollar savings as a bargaining chip to force the American government to agree to China's acquisitions” (see chapter 11). 7


The reality of where this country stands in the global economy, and where it is headed, has been obscured by a cloud of myths—generated by mistaken or unjustified assumptions, political irresponsibility, and special-interest propaganda. These myths obscure the fact that our status as an economic and military superpower is being steadily undermined every day. If we are going to reverse this decline, we must free ourselves from the spell of accepting these myths and come to grips with the interlocking causes of the problems facing us.


Throughout this book, you will see many myths highlighted. During my business travels and my speaking engagements, Americans of various social and economic levels have presented their versions of these myths. They came from cab drivers in Washington, DC, Chicago, and Dallas; a rancher in Wyoming; legislators; reporters; university professors; and CEOs of major corporations. The myths I've identified are those I hear on a relatively consistent basis. This is not to say that all Americans believe all of these myths but that these myths are relatively commonly held beliefs, some certainly more widely accepted than others. In some cases, they are rationalizations or misconceptions created by politicians or the public because they do not want to face the truth. In other cases, they are created out of self-interest by people who know these myths to be untrue but find they soothe the public's concern about their future.


Myth Number 2: Offshoring is simply part of the twenty-first-century globalization, and ultimately America will benefit. Many politicians and special-interest lobbyists argue that offshoring is simply part of twenty-first-century globalization and that ultimately America will reap rewards. In spite of all the positive rhetoric about globalization, the facts do not support the optimism of the myth.


Globalization is a critical component of the twenty-first-century American economy. It's happening, and there isn't anything we can do to stop it, nor should we. America must be an integral part of the global marketplace if it is to remain a superpower. Thus far, as a nation, we have done a terrible job integrating ourselves into the twenty-first-century global market. Many American corporations have done a masterful job and have benefited, but the majority of Americans have not. The fact that many American corporations are successfully integrating into the global economy does not mean that America or the American public is benefiting (see chapters 7–9).


Prior to the recession, corporate profits had been rising worldwide, but these increases were not being reflected in the economic growth of many of the nations in which these companies are headquartered. Generally, for most Western countries, real incomes for workers either have been stagnant or have fallen. 8 The old relationship between corporate profits and national prosperity no longer exists. In the past, big profits meant companies invested more, hired new workers, and paid existing workers higher wages. In recent years, corporate earnings per share have risen for large Western European and American global companies, and are more reflective of the growth of the global economy than their homeland economies.


Myth Number 3: Sure, America has lost a lot of jobs, but as the economy picks up, our companies will be hiring these people back. It's temporary—it's just like the past recessions. To believe that these large companies will rehire Americans when the economy finally starts to rebound is wishful thinking at best. It is in the world's emerging economies that market growth is occurring. It is also where they were hiring the greatest number of employees and offshoring American jobs well before the recession.


Stephen King, chief economist for HSBC in London, found that of the world's forty largest international corporations, 55 percent of their workforces are located in foreign countries and 59 percent of their earnings come from abroad. If the growth in profits is from abroad, it's not surprising that this is where the lion's share of their investment in new plants and equipment will take place.


Over the next decade, the United States would need to create at least another 1.8 million net new jobs per year to keep up with the growing working population. During the 1990s, the United States was creating approximately 2.2 million jobs per year, and this number dropped to less than half that number from 2000 to 2008. It is not just the recession that has caused this decline. As a nation, we simply do not have the ability to create the high-quality jobs we once did. In past decades, we were able to replace good, well-paying jobs lost in industries like consumer electronics, automotive, and textiles with jobs in industries developed in the United States, such as personal computers, cell phones, and Internet and software development. As these jobs have been shipped offshore, no new industries have emerged to replace them.




There is no white knight industry that can produce the millions of high-paying jobs needed to replace the jobs lost during the recession. As new energy sources are being developed to replace carbon fuels, or developments are made in other areas, the jobs that go with production are often shipped offshore immediately. Increasingly, the scientific development of new products is also shipped offshore for further development and refinement.


The real threat of moving more manufacturing, research and development, and high-paying service jobs offshore has been used successfully to keep wages down in the United States and has also been felt by employees in terms of their healthcare and pensions. With growing numbers of employees located offshore and an increasing share of investment taking place there, the line between domestic and foreign companies is certainly blurring.


Take American car companies, for example. While they continue to lose market share in the United States, they are doing much better in emerging markets. In recent years, 65 percent of General Motors' sales were generated abroad. In 2009 the US government bought 61 percent of GM and 8 percent of Chrysler to prevent bankruptcy. Early in 2009, GM outraged the United Auto Workers when it said it would be producing the Chevrolet Spark in China for export to the United States. Automotive News reported that based on a document circulated among federal lawmakers in May 2009, GM plans to sell 17,335 China-made vehicles in the US in 2011 and 51,546 by 2014. The plan called for a reduction of US workers and more vehicles coming from Mexico and South Korea. The percentage of GM cars manufactured in China, Mexico, and South Korea and sold in the United States will rise from 15 percent to 23 percent over a five-year period, according to the document given lawmakers. 9


There are political and union leaders as well as journalists who want us to believe Myth Number 4: Corporate greed is the main reason so many jobs are offshored. This book will argue that corporate America is not solely responsible for the offshoring of our nation's best jobs—federal, state, and local political leaders create the laws and policies that often contribute significantly to driving companies offshore.




Contrary to popular belief, companies do not move offshore solely because of lower labor costs. Our federal government and most state governments have created a business environment that has become hostile to business, while other countries have created environments that are considerably more business-friendly. Many states have also created hostile environments for business through the use of overzealous taxation and regulation (see chapters 7 and 10).


The United States is in a global economic war, and we're losing. India and China each have a collective will and strategy to win this economic war (see chapters 3 and 4). As a nation, we Americans appear to have no will or strategy to win (see chapter 18).


Today




	The percentage of middle-class Americans is decreasing, while China's and India's middle classes are growing rapidly.


	We are losing high-paying engineering, medical, business, technology, and manufacturing jobs to our free-trade partners and gaining low-paying service jobs.


	We have a dangerously high and continually rising national budget deficit and trade deficit. Annual interest payments on the national debt are approximately $383 billion, while we spend only $53 billion on education.


	Americans are clinging to a standard of living that they no longer can afford by borrowing money. The average American has over $9,000 in credit card debt and virtually no savings.


	We must sell treasuries to foreign governments to support our national debt, while buying consumer goods from these same countries and paying the interest on these treasuries by taxing Americans.


	In spite of a great deal of rhetoric, the federal government and most state and local governments do very little to encourage quality job growth.


	Special-interest groups who finance political candidates have more control over political leaders than the American people do.







A SHIFT IN INTERNATIONAL ECONOMIC POWER


Myth Number 5: China and India may be growing rapidly now, but the American economy is keeping pace with global economic growth.


There appears to be little doubt that the balance of power is shifting away from the United States to the East, as China's and India's economies evolve. What is most important is that these two countries are not complementary economies, growing in unison with the United States, but rather they are to a large extent at the expense of the US economy. In essence, they have pulled millions of jobs from the United States economy with the assistance of our federal and many state governments. For Americans, this means a far different future, one in which our standard of living will be diminished and our military dominance likely challenged.


Myth Number 6: China and India are simply examples of bubble economies in countries with significant social and political problems and therefore will never rise to be threats to the United States' economic supremacy. In just a few years, India has created world-class innovation hubs and China has shifted from a nation that attracted low-cost jobs to one that excels in state-of-the-art manufacturing. Given their young populations' skilled labor, the magnitude of their emerging markets, their high rate of savings, and capital- and business-friendly governments, it's apparent why most economists believe these countries have what it takes to maintain growth rates of 6 percent to 10 percent well into this century. These countries simply have too much going for them to be dismissed as bubble economies.


While the governments of China and India appear to have a vision to achieve economic, political, and military power (China), which they are fulfilling, US political leadership appears to have no such plan. We enter the twenty-first century as a complacent superpower. Our political leaders seem to feel that we, like the sons and daughters of billionaire parents, need not work hard to have a comfortable life. We have this sense of entitlement simply because we are Americans. We entered the twenty-first century at the pinnacle of success, a far different position than the one we were in when we entered the twentieth century.




A Goldman Sachs study estimated that by 2027, China will surpass the United States as the largest economy. 10 The Economist stated that, based on estimates of the Economist Intelligence Unit, China's economy could surpass America's by 2030 in terms of gross domestic product (GDP) purchasing-power parity. 11 Whether you want to use 2027 or 2030 as the target date, the fact is, America is headed for a less prominent position in the world order. History tells us that with economic power comes commensurate military power. No nation has ever been able to sustain military power without its own internal economic power or that of another more powerful nation. The decline of our economic status, therefore, signals a major shift, not only in our standard of living, but also in our security. There are forces in play today in the United States that will allow the growth of China to gradually surpass the United States. The forces causing this change are not coming primarily from external sources but rather from internal political mismanagement.


With China's economic growth comes a strengthening of nationalism. With this nationalism comes a need for international recognition and respect, leading to a demand for political and military power. This is occurring in China today.


Many nations delighted in seeing the United States discredited as a result of our 2008 financial market collapse. They would like to see us taken down a few more pegs. What is most frustrating about the financial collapse is that it could have been avoided. It was a disaster created by Wall Street with a good deal of assistance from Congress (Republicans and Democrats) and George W Bush's administration. Wall Street (the world of money and investment) was, thanks to Congress, running with little regulation and with other people's money. It was an unbridled industry allowed to take huge profits with no fear of the long-term consequences.


But the problem wasn't just with Wall Street—the nation was awash in cheap money. Americans who knew little or nothing about the real estate industry became real estate speculators. There was little fear of buying a house with no money down, or of buying a house you could barely afford. After all, the worst thing that could happen was that you would have to sell the house because you could not make the payments. The longer you could hold out having to sell, the more you would make, as house prices were skyrocketing. Wall Street (money) and Main Street (regular folk) had cast aside all fear of risk taking. They were both gambling with other people's money.


Throughout our history, we have been dependent on government, both federal and state, to regulate us and to protect us from our own greed and ignorance, but this didn't happen in this situation. Our political leaders were too busy looking for contributors to their next campaign, many of whom were on Wall Street. Nothing pleased Wall Street more than deregulation. Many great new fortunes were being made on Wall Street, and Wall Street lobbyists made sure Congress got a taste of them (see chapters 2 and 10).


While other nations awaken and strive for greater economic strength and political respect, the United States, it would appear, has suffered from its own arrogance and has fallen into a complacent sleep. Has the United States “had its day,” and if so, how far will it slide as others push to surpass it? There is a great deal of hope that the Obama administration will change the direction in which the nation is moving. Whether Obama and a Democratic Congress can make this course correction is difficult to predict. Rhetoric alone will not create change, and change will not occur overnight. We have dug a deep hole over many years, and it will take many years to pull ourselves out. This assumes that the leaders both at the federal and state level are bold enough to accomplish this daunting task.
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THE RULING CLASS


Myth Number 7: The American people still control our political leaders, and they will not allow the United States to slip from first place as an economic superpower. There have been basically three groups that control our government, both at the state and federal level. This “Ruling Class” is made up to a large degree by the extreme right and the extreme left, both of which can be counted on to support their parties financially and to go to the polls and vote. The Democratic and Republican parties like to refer to these groups as their “base.” While this base isn't made up solely of each party's most extreme members, it is often these extreme elements that project the loudest voices when determining their party's positions on issues. The third group, special interests, has gained great power by exerting their influence through the use of lobbyists who provide campaign financing.


Writing about the 2004 presidential election, social psychologist Marlowe C. Embree stated, “Winning elections is now increasingly about generating higher and higher turnout in each party's base, rather than reaching out to moderate, centrist voters. As a result, party affiliation is more closely aligned with underlying ideology than at any time in recent memory.”1 What about the independent voter movement of today? It is estimated that approximately 29 percent of voters in the 2008 election were independents. Barack Obama received 52 percent of the independent vote as compared with John McCain's 44 percent. Independents want to be considered the swing voters in today's angry America and thus are wooed by both parties. If all independents were truly nonpartisan, they would be a more formidable force. Care must be taken when estimating independents' influence, as many are traditional Democrats and Republicans who feel their party has not been liberal or conservative enough. These independents are not likely to cross over to the other party when it comes time to vote, but they may refrain from voting if not satisfied with the candidates. Only approximately 60 percent of all eligible Americans went to the polls in the 2004 and 2008 presidential elections. 2 The extreme elements of the left and right are well organized, and they do vote.


Look at the Tea Party, which has touted itself as an independent voters' movement. It was founded by a group of former Libertarian Party members who declared that “Americans deserve and desperately need a pro-freedom party that forcefully advocates libertarian solutions to the issues of today.” The party supported reducing the size, scope, and power of government at all levels. It didn't take long for the extreme right of the Republicans to steal the idea and claim it as their own. 3


The February 2010 national Tea Party convention in Nashville was a parade of Republicans, with former Alaskan governor Sara Palin as keynote speaker and darling of the United States conservative movement. This gave her a national platform to appeal directly to the base of the Republican Party. Fox News reported that activists who put the convention together proposed that “prospective political candidates will be expected to support the Republican National Committee platform, though without any specific litmus or purity test.” They went on to propose that candidates who met the proposed Tea Party criteria would be eligible for fund-raising and grassroots Tea Party support. 4 In other words, business as usual.


Special interests, working through their lobbyists, select who will receive the cash necessary to run for office, while the well-organized left and right battle it out as to who will win (see chapter 10). Without the campaign money handed out by the special-interest lobbyists, a politician could not run a campaign. Why should politicians pay any attention to the average American traveling down the middle of the political road when they are not likely to finance campaigns, nor are they likely to vote?


Looking at the 2008 campaign, for the first time, presidential candidates were able to raise significant campaign contributions on the Internet from average Americans. As a result, candidates, with the backing of their base and special-interest financing secured, appeared to be taking more of a moderate view in their campaign rhetoric in an effort to appeal to a wider range of voters and contributors. While presidential candidates can create the necessary hype to develop Internet-based contributions and support, congressional candidates or state and local candidates are dependent on the traditional campaign contribution sources of their parties' base and lobbyists.


Both 2008 presidential candidates initially conformed more to their parties' extreme elements in the primaries in order to win the nomination. After the primaries, they moved to the center to garner more votes in the general election. 5 Party regulars and the press recognize that this movement to the center was only temporary. Once elected, standing presidents need the support of their parties, and the will of these parties is controlled by their extreme elements. It is at this point that they often move back to the left or right. The growing need for campaign funds has brought with it the entrenchment of special interests, which politicians please at the public's expense. Since the greatest amounts of special-interest funds for future elections are given to incumbents during their term in office, this has in the past enhanced the power of incumbency. It also has made it extraordinarily difficult for challengers to mount effective campaigns. 6


The bitter partisanship that has gridlocked government is not likely to decrease significantly in intensity unless the voting behavior of a majority of Americans profoundly changes and the public mounts a negative campaign against special interests injecting massive amounts of money in politics at all levels. Members of Congress are loath to vote on any bill if they fear it may offend a particular special interest that could be a potential campaign financing source. This continues even when one party controls both the House and Senate. While more legislation may or may not be passed, the amount of party bickering remains intense. There are exceptions to the “gridlock as usual” rule. The 2008 economic stimulus package was approved hastily in the face of a dramatic economic slowdown; both Republicans and Democrats could not risk inaction in an election year.




How did Washington get into this mess? Sarah Binder, a senior fellow at the Brookings Institution, said that “all the things that lead to gridlock are in place,” including a partisan pattern of campaign contributions, gerrymandered congressional districts that protect incumbents, and party strategy that heightens the differences and plays to respective political bases. Perhaps most important, she says that “the parties are pretty polarized. Even if you do have a member who has a desire to build bipartisan coalitions, it's very hard to do it if there's no one in the middle.”


Myth Number 8: One of Congress's most important jobs is to write legislation that is in the best interests of the American people. At some point, Congress decided that it was in the public's best interest to have lobbyists dictate and actually write our legislation. Gareth Cook, in the Washington Monthly, stated, “From behind the Capitol's closed doors emerges a portrait of everything voters hate about Washington: special interests laying down fat campaign contributions to gain a Congressman's ear and, at times, his pen.”7 In 2007, Nancy Pelosi, now Speaker of the House of Representatives, stated in reference to the period in which the house was controlled by Republicans, “The cozy relationship between Congress and special interests has resulted in lobbying scandals, such as those involving Republican super lobbyist Jack Abramoff. Republicans permitted a Congress in which lobbyists write the bills, 15-minute votes are held open for three hours, and entirely new legislation is crammed into signed conference reports in the dead of night.”8 Senator Barack Obama said in 2006, “And people shouldn't lump together those of us who have to raise funds to run campaigns but do so in a legal and ethical way with those who invite lobbyists in to write bad legislation.”9


As far back as 1995, President Bill Clinton described how Congress was turning increasing levels of power over to lobbyists. “Now this new majority lets lobbyists for polluters write legislation rolling back environmental and public health protections. They've brought them in to explain the legislation. They even gave them a room off the House floor to write the amendments and the statements the members would have to give explaining the bills that the lobbyists had written for them.”10


Not only do members of Congress not write much of the legislation, but many of them don't even read the legislation after it's ready to be passed. Many political leaders claimed that the Obama administration's 2009 $787 billion stimulus was rushed through Congress without any member having read it. This may be an exaggeration, but it would certainly not be the first time federal lawmakers quickly passed legislation without reading it or giving anyone else time to read it. 11


LOBBYISTS—OUR THIRD POLITICAL PARTY


The difficult situation we are in today results in large part from a system of government driven by special-interest groups and politicians who must weigh campaign contributions before deciding what causes to support and how to vote. In his book Selling Out: How Big Corporate Money Buys Elections, Rams Through Legislation, and Betrays Our Democracy, Mark Green writes that one senator complained that he was lucky to work from mid-Tuesday to Thursday, as he needed to spend the rest of the week fund-raising. He went on to state that members of Congress are “loath” to vote on any controversial issue as it may come back to haunt them when raising money. This constant fund-raising takes a toll physically and psychologically, as he relates through a comment made by President Clinton: “I can't think,” the exasperated president bellowed to his staff. “You want me to issue executive orders, but I can't focus on a thing but the next fund-raiser.” In essence, Mark Green indicates that a candidate must win two elections, the first in which contributors select candidates that the voters then get to vote on. If you can't win the first election and receive financial support, you don't stand a chance of winning the second among the populace.


Myth Number 9: Our system for selecting political leaders is based on who will do the best job for the American people. It should be the best system the world has to offer, but it has evolved into a less than stellar system. Our political leadership is elected based on who can raise the most money to buy TV airtime, most of which is devoted to discrediting the other candidate, rather than telling the public what the candidate stands for.




When Senators John McCain (Republican) and Russ Feingold (Democrat) introduced the Bipartisan Campaign Reform Act of 2002, commonly known as the McCain-Feingold Bill, it was met with considerable resistance on both sides of the aisle. The bill's three principal objectives were to address the increasing role of soft money in campaigns (contributions to a party in order to avoid federal limits on contributions made directly to candidates), the proliferation of issue ads (discuss an issue without identifying a candidate), and the disturbing campaign practices during the 1996 presidential race. 12 The bill, first introduced in 1997, did not get approval until 2002, and even then it had been revised numerous times and watered down to make it palatable to every special-interest group, lobbyist, and congressperson, in that order. This is a good indication of the control special-interest groups have, and how dependent Congress is on their funding. No sooner was the act put in place than both parties and lobbyists were looking for ways to further circumvent it.


The swift unraveling of the campaign-finance-reform law came as no surprise. Even before it was signed, both parties had plans to thwart its intent. Within hours of the signing, lawsuits were filed to gut the act's provisions. The Federal Election Commission (FEC) was also taking action to weaken the act, encouraged by fierce resistance to it by the Republican and Democratic national committees. Neither party supported the law's changes that cut off soft money necessary for party fund-raising. They didn't want to upset the natural incumbent advantage built into the fund-raising system. “And so they have pulled out all the stops to declaw the new rules: lobbying the FEC to weaken the regulations, filing lawsuits to challenge the law's constitutionality and setting up sham—supposedly unrelated—committees to funnel soft money to the parties.”13


The Republican and Democratic national committees received much of what they wanted from the regulatory commission. While the new law prevents federal candidates and officeholders from accepting or soliciting soft money, the commission defined “soliciting” very narrowly. For example, federal candidates and officeholders are allowed to solicit soft money at party fund-raising events. In another attack on the law designed to prohibit coordination between candidates and freestanding soft-money committees, the FEC permits candidates to coordinate ads with any third party—corporation, labor union, or foreign national. This is allowed provided the ad runs more than 120 days before the election. The ad may not expressly advocate the election or defeat of a candidate. Thus a candidate can write the ad, run it, and ask a foreign national to pay for it, provided the candidate doesn't touch the money. These issue ads can be written and produced by the candidate. The commission has effectively sanctioned the setting up of “shadow” organizations that can continue to accept soft money, thus undermining the law. Federal Election Commission-issued regulations are vague, are inconsistent with the law, and provide little of the enforcement necessary to make it work. 14


On January 21, 2010, big corporations and their lobbyists won the Super Bowl of political victories. The United States Supreme Court, in a 5-to-4 decision, ruled that the government may not restrict political spending by corporations, labor unions, and other organizations in candidate elections. The conservative majority of the Supreme Court overturned decades of law and legal precedent with a decision that will inevitably further corrupt our system of government by giving unprecedented power to special interests at the expense of the American people.


Writing for the conservative majority, Justice Anthony Kennedy said the long-standing campaign finance limits violated constitutional free-speech rights of corporations. Justice Kennedy must be living under a rock—if there is any group in the nation that has had the least trouble being heard, it is big corporations. In the 2008 election cycle, more than $1 billion was contributed by corporate political action committees, trade associations, executives, and lobbyists. The 2008 election reconfirmed one truism about American politics and our system of democracy: Money wins elections. In over 90 percent of 2008 House and Senate races, the candidate who spent the most money ended up winning, according to the nonpartisan Center for Responsive Politics. There isn't a politician or lobbyist in Washington who does not understand and live by this truism. Democratic senator Charles Schumer said, “The bottom line is, the Supreme Court has just predetermined the winners of next November's election. It won't be the Republicans or the Democrats, and it won't be the American people; it will be corporate America.”15


More than a century ago, President Teddy Roosevelt saw that allowing corporations to drench our political campaigns in special- interest money would drown out the voice of the majority. In 1907, he signed the Tillman Act, which banned corporate political spending. Weak enforcement mechanisms made the act ineffective until disclosure requirements and spending limits for House and Senate candidates were imposed in 1910 and 1911. Decades later, Congress extended the ban to unions. Supreme courts have affirmed these limits as legitimate several times since.


Previous courts ruled that spending limits protected the public against corruption or the appearance of corruption. The January 21, 2010, ruling overturned Supreme Court precedents from 1990 and 2003 that upheld federal and state limits on independent expenditures by corporations to support or oppose candidates. The ruling overruled two precedents: Austin v. Michigan Chamber of Commerce, a 1990 decision that upheld restrictions on corporate spending to support or oppose political candidates, and McConnell v. Federal Election Commission, a 2003 decision that upheld the part of the McCain-Feingold Bipartisan Campaign Reform Act of 2002 that restricted campaign spending by corporations and unions.


The Supreme Court thus has now granted special interests unprecedented power over government at all levels. President Obama said, “The Supreme Court has given a green light to a new stampede of special interest money in our politics.…It is a major victory for big oil, Wall Street banks, health insurance companies and the other powerful interests that marshal their power every day in Washington to drown out the voices of everyday Americans.”16


Justice John Paul Stevens wrote for the minority that corporations “are not members of our society. They cannot vote or run for office.” If corporations can't vote, why should they have the ability to crowd out those Americans who can vote? Justice Ruth Bader Ginsburg, who also dissented, asked if foreign companies should have the same free-speech rights as domestic ones, since foreign individuals are allowed to make a speech in this country. Those of the majority had no answer for Justice Ginsburg. Will Chinese, Indian, Arab, and Russian corporate leaders now have a free hand to buy legislators' loyalty?17 For large global corporations, the cost of buying loyalty in Washington is certainly insignificant, considering the huge potential returns. How will this impact an already disastrous federal deficit, the trade deficit, the unemployment rate, and our national security?


The Constitution does not say free speech is for “individuals,” or “persons,” and therefore some argue that corporations are entitled to the same rights of speech and political advocacy as individuals. The argument acknowledges that corporations are not real people, but those who own and manage corporations are. Corporate speech, it is argued, is really just speech by people using corporations to voice their opinion. Is it therefore a mistake to deny free speech rights to people organized as corporations on the grounds that corporations aren't “people”?


If I have joined a union or an organization such as the National Rifle Association (NRA), and that union or organization wishes to help finance a politician's campaign that is favorable to my union's or organization's ideology, I should have the right to be heard and the same rights to finance a campaign as any individual citizen. In this case, I and the other members have pooled our money for the purpose of having specific ideological concerns heard relative to the right to bear arms. Does the NRA leadership then have the right to contribute heavily to one candidate over another based on a candidate's position on abortion or gay marriage, if both favor the NRA's positions relative to gun rights? Could the NRA be accused of misappropriation of funds by members opposed to the contributions based on issues unrelated to gun rights?


In the case of a corporation, the real question should be: Is the corporation representing the voice of its stockholders when it pours millions of dollars of the stockholders' money into particular politicians' campaigns? Let's say I own stock in a major Wall Street financial institution that wants to oppose pending legislation that will require very strict lending standards and other consumer protection regulations, which will have a mildly adverse affect on stock price, profits, and dividends but most significantly on executive bonuses. The president of the company and board decide that it would be worth pouring millions of dollars into the campaigns of friendly politicians who will kill the legislation or water it down to an acceptable level. Having witnessed the effect of an unregulated Wall Street, I, as a stockholder, favor the legislation and believe that slightly lower dividends or stock price are better than exposing the nation to another financial crisis or to exposing the company to financial ruin. Unlike my membership in a union or NRA, I and many of my fellow stockholders did not buy stock in this Wall Street company because I and its executives have the same ideological views.


Liberal Justice Stevens said the majority had committed a grave error in treating corporate speech the same as that of human beings. He added that lawmakers might want to consider requiring corporations to disclose how they intended to spend shareholders' money or to put such spending to a shareholder vote. Stockholders have many rights, one of which should certainly be how the company's executives want to spend company money on influencing campaigns. Britain requires shareholders to vote on corporate political contributions, thus ensuring that shareholders' funds are used for political spending only if that is how the shareholders want their money spent. Congress could protect shareholders by giving them the power, under statute, to authorize political spending by corporations.


Unlike the Democrats and Republicans who are constantly at each other's throats, it would be a rare congressman who says that the lobbyists are a negative force in the American political system (other than during an election campaign). Democrats and Republicans allow the lobbyists to do most of their thinking for them; therefore, the lobbyists are shaping American policy and profoundly influencing the course of American government.


In 1968, there were 62 lobbyists in Washington; today there are 34,000, outnumbering members of Congress and their staffers two to one. Between 1998 and 2004, lobbyists spent a total of $13 billion to influence legislation. Individual firms, corporations, and national organizations spent an average of $5.5 million per day in 2004, lobbying Congress and federal agencies. 18 By the 2008 election year, they were spending approximately $3.2 billion per year or $8.9 million per day for influence. 19


For congressmen, what is there not to like about lobbyists? It's an unofficial party without a single platform that represents as many causes as there are clients willing to pay for its loyalty. The real beauty of the lobbyist party is that most of them are willing to share their exorbitant fees with Democrats and Republicans without bias toward party affiliation. In recent years, approximately 43 percent of the eligible congressional members who departed government and half of all eligible departing senators have found very comfortable positions as lobbyists, as have many high-level congressional staffers. 20 Perhaps some of these retirees find that they can write or influence more legislation as lobbyists than as members of Congress.


There are numerous examples of outrageous tax legislation passed at the insistence of lobbyists. A great example is the American Jobs Creation Act of 2004, dubbed the “No Lobbyist Left Behind Act” by Senator John McCain. Initially, it was to be a simple adjustment to a foreign tax subsidy, but it resulted in $140 billion in tax concessions. By the time the lobbyists were finished with the legislation, there were tax breaks for professional golfers, racetrack owners, and cruise lines and a “manufacturers” designation break given to Starbucks for the coffee-grinding part of its business. 21


NPR commentator Connie Rice dubbed the act the “Corporate Looting and Piracy Act” and identified her top ten outrages. With a title of “American Jobs Creation Act,” one of Ms. Rice's top ten outrages was a provision of the act that she calls “The Texas Tax Cheats Repatriation Act: Instead of being indicted for tax evasion, a special group of big Houston corporations that dropped American citizenship to hide their profits in overseas tax havens will be forgiven and allowed to take advantage of the one-year tax holiday and one-seventh of the former tax rate.” She goes on to state that “the same House Republicans who are the handmaidens to this corporate looting cut out $2 billion in tax credits to subsidize salaries of military reservists called to active duty!”22


What Americans must understand is that the lobbyist party practices Don Corleone-style politics. If you're laying out $13 billion in campaign contributions, the use of corporate jets, extravagant gifts, and lucrative speaking engagements to members of Congress, you expect something in return. In the 1972 movie classic The Godfather, Don Corleone is asked by a man if he would have his daughter's and his family's honor avenged. The Godfather agrees and says, “Someday, and that day may never come, I will call upon you to do a service for me.” Nothing is done in Washington for anyone without the expectation of reciprocity—and that day always comes.


It's not just big corporations that have lobbyists. Unions, farmers, the elderly, lawyers, accountants, teachers, and bankers, among others, all feeling compelled to have lobbyists. Each group has its own agenda. While these individual agendas may be of benefit for a particular group, they may not always be good for the nation as a whole.


As money needed for campaigns has risen, members of Congress and presidents have focused less on what is best for the American people and have become increasingly interested in issues lobbyists bring to their attention. Most in Congress say that without the money, which allows them to get elected, voters would not benefit from their insight and wisdom. In most cases their insight and wisdom is focused on raising money for their campaigns. Wouldn't it be great if they could use those same skills to raise money to reduce our national debt?


At one time, most lobbyists represented voters and made sure Congress and the president understood the issues of the American public they represented, but now every special-interest group has the right to express its concerns and push its agenda with our political leaders. Today, however, it is no longer about how many voters a lobbyist represents but rather how much money that lobbyist will spend to influence a vote. If we could stop the $8.9 million lobbyists spend on Congress and federal officials each day, the number of lobbyists would likely drop to 1968 levels, and the voters would be better represented. Even if the only campaign funds that could be used were from federal or state treasuries, the cost to the American people would be dramatically less than the current method that too often promotes the desires of special-interest groups at the expense of the American public.




PAY TO PLAY


The American people pay the salaries of our elected officials, but it is the special-interest groups and their money who often decide who is hired and who is fired. In his book Rome Wasn't Burnt in a Day, Joe Scarborough, MSNBC commentator and former member of Congress (1994-2001), describes what congressional rookies are taught upon entering Congress. He states that they start with a lesson on the importance of party loyalty. Both freshmen congressmen and senators learn very quickly that new members who play ball with the party leadership will be rewarded. They will be assigned to the best committees, and powerful leaders and chairmen will be put on their fund-raising committees. Arms will be twisted in the lobbying community to provide financial assistance. For the best-behaved, the Speaker of the House or the majority leader will travel to their home districts to help raise a few hundred thousand dollars. Scarborough goes on to state, “If the carrot fails to entice, the stick is quickly pulled from the party leader's back pocket to beat the wayward member over the head. And if a member dares to speak out against his party leader's latest stupid bill or embarrassing statement, the offending member is quickly reminded that the party neither forgives nor forgets—ever.”23 This may not always be the case, but it often is.


In the 2008 election, according to the Center for Responsive Politics (CRP), winners of House of Representative seats raised an average of $1,100,000 to get elected, and senators averaged $6,500,000 (see figure 1, on page 50). Of the top hundred individual contributors, all but five were associated with major corporations, professional services (e.g., law and accounting), entertainment companies, foundations, or large private educational institutions. Individual contributions for this group during the 2008 election cycle ranged from $201,350 to $348,268. Buying influence is not expensive when you consider what it can get you.
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