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“The citizen can bring our political and
governmental institutions back to life, make them
responsive and accountable and keep them honest.

No one else can. The one condition for the rebirth of

this nation is a rebirth of individual responsibility.”

John Gardner, founder of Common Cause
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Introduction

Since the beginning of time, civilizations have ebbed and flowed, have risen to
greatness only to slide into mediocrity.

Over the past two decades we have read books and listened to speeches from
an assortment of American commentators who have consigned the United States
of America to the ranks of fallen civilizations. We have gone from the crest of world
power at the close of World War Il to believing our own negative publicity. We
believe we are losing our position of world leadership. We believe we no longer
enjoy the total respect of the international community. We believe we do not have
the same ability to influence world events as we did in the past.

That view has taken its toll. Three out of four Americans believe we are in a
serious state of decline when compared with other countries. Only 18 percent
believe we will be first in the world economically by the year 2000.*

In his “Malaise” speech, former President Jimmy Carter said, “the symptoms of
this crisis are all around us. For the first time in the history of our country, a
majority of our people believe that the next five years will be worse than the past
five years... We can spend until we empty our treasuries, and we may summon
wonders of science, but we can succeed only if we tap our greatest resources:
America’s people, America’s values and America’s confidence.”

What Carter was saying is that we are becoming an increasingly self-centered
society with a rapidly eroding sense of common purpose. Indeed, he drew an
accurate picture of America in the 1980s, when our government developed
shortsighted tax and spend policies with little thought to the long-term needs of
the citizens. Special-interest groups enjoyed a frightening degree of power at all
levels of government, and their interests were frequently not in the best interest of
our country. Our standard of living declined. Our family structure changed
significantly. And our personal and professional values were tested daily. Those
values that have always been viewed as uniquely American were no longer
providing us with the foundation necessary for continued growth, expansion and
moral superiority.

In early 1991 we saw a significant shift in the national mood. America went
to war in the Persian Gulf, and Operation Desert Storm did more than liberate

1 James Patterson and Peter Kim, The Day America Told the Truth (New York: Prentice
Hall Press, 1991) 215.
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Kuwait — it liberated our pride in things American that many of us thought were
forever lost.

Yet as we ride this wave of unprecedented patriotism, we must allow reality to
intrude. Yes, America has reasserted herself as a world leader. Yes, our military
threats are to be taken quite seriously. Yes, our defense-related technology is
second to none.

But the problems that existed prior to that war still exist. We remain a debtor
nation, and the cost of the war has only compounded that situation. The American
institutions that are the backbone of our society are still in trouble. Our families are
seriously stressed. Our education system is clearly failing. Censorship threatens
our free press. Our government has grown to monstrous proportions — the list of
problems is endless and overwhelming.

The cause of the problems is clear and uncomplicated: We have collectively
chosen to relinquish to outside forces the responsibility for our own well-being.

Less than a century ago, the United States was a nation of self-sufficient,
independent and interdependent citizens. Welfare didn’t exist. (Of course, neither
did income taxes.) People took care of their own, and if a neighbor was in trouble,
the community did what needed to be done — or it wasn’t done at all.

Things have changed. Today, Americans are much more likely to not even know
their neighbors than they are to offer a helping hand. And the popular sentiment is
that the solution to our ills lies with the creation of national policies, legislation,
government funding and, inevitably, the increased taxes that must, of course, pay
for them.

It has become much easier to assign the task of problem-solving — no matter
what the problem is — to the faceless bureaucratic entity that more often than not
fails at its appointed task. It's much easier to abdicate responsibility for individual
well-being. And for more than 50 years, more and more Americans have chosen
to follow this ideology.

A variety of indicators herald our increasing reluctance to accept personal
responsibility. The number of bankruptcies filed nearly doubled during the 1980s,
sending the message that it's quite all right to incur debts you can’t pay. In fact,
over one million bankruptcies are anticipated in 1992. Diet centers are on every
corner because of the growing number of people who are unwilling to exercise the
self-discipline to incorporate healthy eating habits into their lives. Supermarket
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parking lots are littered with abandoned grocery carts because shoppers do not
return what they have borrowed to its proper place.

Besides being willing to give away responsibility, Americans are quick to cast
blame. In a Newsweek opinion piece, college senior Daniel Smith-Rowsey
attacked the older generation, charging, “You never taught us to be smart — you
only taught us to be young.” He wrote, “We are the stupidest generation in
American history, we 20-year-olds... You did this to us.” Nowhere in his article
does Smith-Rowsey accept any responsibility for himself.

In the process, we have become a nation of beggars, a country of entitlements.
Underlying this transition is a steady erosion of pride, self-esteem and any sense
of individualism and personal responsibility. We are becoming increasingly
morally handicapped.

This abdication of personal responsibility is apparent in all aspects of American
life, including our relationships, our finances, our employment and our health. As a
society we have come to expect the government, business and other organized
entities to play a provider role in our lives, protecting and supporting in a way
previous generations did for themselves.

Yet, as our own national sense of personal independence diminishes, the
international community perceives us as the world’s role model. We continue to be
the nation citizens of other countries look to when they rise up against oppression.

There's irony here. As other peoples turn to us for guidance, an alarmingly large
number of American citizens and elected officials are attempting to lead our
country in the direction other countries are rejecting.

As is every society, we are dependent on our institutions to provide the structure
within which we can work to achieve our goals. These institutions — primarily
government, the family and our educational system — are our point of reference for
the past and our framework for the future. It is essential that these institutions be
structurally and operationally sound if we are to maintain a world-leadership role.

Robert Fritz makes an excellent analogy in The Path of Least Resistance, when
he compares human beings with a river. The course of the riverbed determines
the flow of the water, and the water will follow the path of least resistance. If you
want the water — or your life — to go somewhere else, you can remove the water
from the river, bucket by bucket, but you will not change the river’s natural flow.
Or, more effectively, you can alter the course of the riverbed by dredging it and
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changing the terrain so the water will easily go where you want it to go. It may not
be necessary to change the entire riverbed, but only the sections that need to be
altered to meet your expectations.

Like water, people and every other natural force, our institutions will follow the
path of least resistance. It is up to us to create a path that will be productive, that
will respect basic American principles while providing us with the societal
infrastructure we need to move into the 21st century with strength and confidence.

Adlai E. Stevenson’s remarks when he accepted the Democratic presidential
nomination in 1952 are still appropriate today: “Let’s face it. Let's talk sense to the
American people. Let’s tell the truth, that there are no gains without pains, that we
are now on the eve of great decisions, not easy decisions, like resistance when
you're attacked, but a long, patient, costly struggle which alone can assure
triumph over the great enemies of man — war, poverty and tyranny — and the
assaults upon human dignity which are the most grievous consequences of each.”

As a society we have always tended to build our successes on success,
preferring to achieve equality by elevating the masses rather than by bringing
down the elite. It's an attitude that makes Americans different. The point is made
quite vividly by the story of a British union president who turned to his
management counterpart, pointed to the manager’s Jaguar parked outside, and
said he was working for the kind of society in which people like company
presidents would drive Ford Cortinas. Had those two men been Americans, the
union leader would have said he was working for the day when workers would
own cars like Jaguars.?

It has been an American tradition for parents to build a foundation that would
create a better life for their children. That better life included consistently
improving working conditions and a steady rise in the standard of living. For those
willing and able to work, the American Dream could become a reality.

Today, we bear the stigma of possibly being the first generation to leave behind
less then we found, to give our children a legacy of debt and crumbling ideals.

In 1920, when Calvin Coolidge was governor of Massachusetts, he said, “The
people of America believe in American institutions, the American form of
government and the American method of transacting business.” The belief may
still be there, but many of the institutions that were created to protect and promote

2 David L. Birch, Job Creation in America (New York: Free Press, 1987) 101.
|
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the American Dream are seriously flawed, and those flaws are having a serious
impact on the United States both domestically and internationally. Because our
institutions are the structure of much of our lives, their status is a reflection of who
we are today and of what we will look like in the future.

The last quarter-century has seen tremendous changes in the world.
Communism is dead. Socialism is dying (dying, at least, in every country except
the United States). Democracy and free enterprise are reborn. The past few years
in particular have seen the basic fundamentals of human nature become an
increasingly powerful force. Throughout Europe, especially in Germany and the
Soviet Union, people are demanding — and receiving — their basic rights as
human beings. They want to work for themselves, to be able to acquire material
goods, to be rewarded based on their contributions and achievements, to be able
to think and voice their opinions, to determine their own destinies.

The shifting of the global political and social landscape has forged new bonds
of international friendships, based largely on economics and technology. A new
world order is developing, but the position the United States will take in that order
is not yet clear. Will she continue as a global leader, or will she be content to
follow a path carved by another country, another system, another society?

This book was written because of our sincere belief that the United States is
destined to serve the world as a social, economic and spiritual leader; that implicit
in the very structure of a free order is the ability to respond to negative influences
almost as a virus that must be destroyed. That the country has stumbled is cause
for concern, but not for surrender.

A resurgence of American superiority — and yes, that is what we are after —
can be accomplished by taking an objective look at where we are today, by using
the internal momentum that has been generated by Operation Desert Storm and
the external enthusiasm prompted by the worldwide rise of democracy to regain
our sense of personal responsibility and to repair and rebuild our institutions. By
working to restore the vision our Founding Fathers had when they first created the
American Experiment, we can once again enjoy a pattern of continual ascent and
improvement.

We have the people, we have the values and we have the ability. And though
we cannot turn back the clock — indeed, we don’t want to — we can return to our
roots, to the vision of our Founding Fathers. We can restore the American Dream.

ix



CHAPTER 1

America as the Stumbling Giant

“If she [Americal forgets where she came from,
if the people lose sight of what brought them along,
if she listens to the deniers and mockers, then will
begin the rot and dissolution.”

Carl Sandburg, Remembrance Rock

Idl



Chapter 1: America as the Stumbling Giant

ore than 200 years after the Declaration of Independence, the United States
IVIof America is an impressive testimony to the wisdom of her founders. Not only
do we stand as a world leader, a literal giant among nations, but our history is a
rich tapestry of dreams come true, of a steady progression of personal and
societal improvements, of people dedicated to perpetuating the American Dream,
of innovations that would mean better lives for each succeeding generation.

But the giant is stumbling. Our national debt has grown to incomprehensible
proportions. By traditional measurements, we are losing market share to foreign
competitors both at home and abroad, and we are not fully prepared to compete
in a global economy. We are so disenchanted with our political system that every
election pulls fewer voters. Our health care system is in a state of crisis. Our
schools are graduating functionally illiterate students.

Unemployment is high, yet employers claim they can’t find qualified workers.
And with lotteries in more than 30 states and Washington, D.C., dreams of instant
riches are replacing the work ethic for many. Indeed, by a thousand statistical
measures, America no longer occupies the position of unparalleled superiority we
enjoyed after World War Il. When — and how — did all this take place?

The gradual rejection of independence

One of the greatest challenges ever faced by our nation was the Great
Depression, which began in the late 1920s and lasted virtually until we entered
World War Il. Just the mention of the era conjures up visions of unemployed
families standing in soup lines, of hungry children wearing ragged clothes, of
banks closing their doors and businesses failing, of desperate people across
America and around the world trying to cope with economic devastation.

Franklin D. Roosevelt took office as president in 1933, bringing with him the
New Deal, which was based on the then-unorthodox concept of stimulating the
economy through deficit spending and resolving problems through the assertion
of national power. FDR’s tenure brought us the Banking Act of 1933, which
guaranteed bank deposits. That same year, the United States abandoned the gold
standard, giving the government the authority to print as much money as it chose,
regardless of whether it had the collateral to support it.

The New Deal also spawned a proliferation of “alphabet agencies” such as the
Tennessee Valley Authority (TVA), the Civilian Conservation Corps (CCC), and the
Works Progress Administration (WPA) — often referred to by critics as “We Piddle
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Around.” Though the purpose of these agencies was to create jobs, unemployment
remained unacceptably high until the beginning of World War Il. We don’t know if
the New Deal was actually responsible for ending the Great Depression, if
economic recovery should be credited to the war or if economic cycles would
have returned us to prosperity without either of these two historical events. What
we do know is the New Deal shifted the relationship between the people and the
national government. For the first time, government became a provider. People
developed a new comfort level with the idea of welfare and government
assistance, and the sense of “being entitled” began to invade our society.

The Supreme Court initially struck down (albeit by narrow margins) most New
Deal initiatives as unconstitutional since they empowered the government with
authority unintended by our Constitution’s Framers. FDR’s programs were clearly
in trouble, so he introduced his Judiciary Reorganization Bill, which came to be
known as Roosevelt’'s Court-packing Plan. He wanted to increase the number of
justices with the idea that his own appointees would support his legislation.
Congress opposed the bill, but during the public debate over court-packing, the
two swing-vote justices, Chief Justice Charles Evans Hughes and Associate
Justice Owen J. Roberts, changed their voting patterns in favor of pro-New Deal
rulings. FDR lost before Congressional opposition, but won his agenda
nonetheless. And in the four years following 1937, FDR had the opportunity to
appoint seven new Supreme Court associate justices, assuring his view of
government would prevail into the last half of the century.

Roosevelt’s position was that government had the responsibility and authority to
cure the nation’s social ills. The concept of the government as a national nanny
continued to grow after WWII as returning servicemen went to school on the Gl
Bill, bought homes with loans guaranteed by the Veterans Administration, and
enjoyed a host of other government benefits. As a nation, we were happy to “pay
our debt” to those who had so generously and at such a sacrifice fought for our
country. And the entitlement mind-set became etched ever more firmly on our
social landscape.

Through the 1950s and into the early '60s, we remained a largely tranquil and
patriotic country. We looked to the government and business to function as
providers in our lives, and those institutions complied.

The decade of the '60s brought more than social turmoil; it brought more
programs sponsored, created, funded and administered by the government. John
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F. Kennedy’s New Frontier was a collection of promises based on the central
theme that government would repair the nation’s problems. But the largely
conservative Congress found Kennedy’s programs resistible, and the young,
charismatic president struggled with legislators until his death.

Lyndon Johnson called his program the Great Society, and he used Kennedy’s
assassination as a political lever to achieve the passage of the Civil Rights Act
and the Economic Opportunity Act of 1964. In that year’s presidential election,
Johnson defeated conservative Barry Goldwater in an electoral landslide. The
differences in the philosophies of the two were stark: If Johnson saw a need, he
believed the government should take care of it; Goldwater questioned government
involvement in the private sector, and suggested that the preferable course of
action was to empower the private sector to handle the problem, rather than
having government do it.

After the elections, Johnson and the Democratic-controlled House and Senate
passed the most sweeping reform legislation since 1935. Legislative milestones
included Medicare, the Elementary and Secondary Education Act, and the Voting
Rights Act of 1965. Johnson established the Department of Housing and Urban
Development and the National Foundation on the Arts and Humanities, and
declared the famous War on Poverty.

No one can fault the ideals behind Johnson’s agenda — certainly no one is in
favor of poverty. The problem was in the method. The welfare state expanded and
the sense of personal responsibility diminished.

At the same time, controversy over the war in Vietnam was growing. The country
was rocked with demonstrations, many of which were violent. Ultimately, our
troops would come home, not in victory, but under the cloud of an inglorious
retreat.

We were reeling from a series of social and economic blows which contributed
to the general feeling of discomfort and discontent that prompted President
Carter's “Malaise” speech. Though that speech did little to enhance Carter
politically, it accurately captured the mood of America at the time. The war in
Vietnam, besides being a major culprit behind the runaway inflation of the period,
had torn at the very fabric of our country and generated tremendous social unrest.
Ultimately that conflict presented us with a devastating first: the shame of losing.
We weren’t proud of ourselves or our country, and we were no longer sure of
where we stood in the world.
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When the Arab members of the Organization of Petroleum Exporting Countries
placed an embargo on the sale of oil to the United States and several of our allies
in 1973, it became manifestly clear to us how economically vulnerable we really
were. Western nations experienced a severe gasoline shortage along with a
recession. While we struggled, an increasing number of foreign companies
expanded their product sales to the United States and proved themselves
perfectly capable of marketing to the American consumer.

The government had bailed us out of trouble before, so we turned to that
massive caretaking entity again — much in the same spirit as a child who falls on
the playground runs home to his mother. But the feds couldn’t kiss the wound and
make it well; in fact, governmental efforts were not only ineffective against the root
of the problem, they actually created an entirely new set of problems. We got the
regulations, but we didn’t solve the problem.

A recognizable pattern of human nature is that when things are going well, it is
easy to take one success and build a series of triumphs. Unfortunately, it's even
easier to follow the same path in reverse — that is, to take one failure and allow it
to compound itself until it reaches disastrous proportions. So along with our sliding
world image and economic problems came a host of social woes — all combining
to bring America to where she is today, poised on the edge of the 21st century,
facing a future that has never been more uncertain.

From creditor to debhtor, and other economic prohlems

During the first four months of fiscal year 1991, our gross federal debt was
$3.366 trillion — up from $2.982 trillion just one year earlier. That's an increase in
our debt of over $1 million per day.

In the same period of 1991, our government operated with a deficit of
$84.5 billion, compared with $62.3 billion the year before. That means we were
spending approximately $170 million a day we didn’t have; we're now spending
more than $230 million a day — every single day of the year — that we don't have.

In 1989, we paid a staggering $241 billion in interest on the debt. In 1990, the
interest rose to $264 billion, and in 1991, the interest on the debt exceeded the
entire federal budget of 1968.

If we weren’t paying interest, we could eliminate our deficit. But until we handle
the deficit, we won't be able to pay off the debt.
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Our nation’s finances are virtually out of control. The numbers have gotten so
large that they are meaningless to most Americans — and they keep getting
larger. Humorist P.J. O'Rourke observed, “We have become inured to government
figures with vapor trails of zeros behind them.” In fact, some political experts
predict we will never be able to pay off our debt, but will continue paying interest
until we ultimately default on the loans.

The thought process generally espoused by political liberals these days is to
transfer funds from defense to social entitlements, raise taxes for still more social
entitlements and ultimately shift the cost to future generations — all in the name of
compassion for the people.

It is not compassionate to saddle our children and grandchildren with a debt
they will likely never be able to repay.

A statistic just as critical is our productivity rate. Though raw statistics indicate
an increase in overall productivity, the rate has been gradually dropping. During
the 1950s and '60s, our productivity growth rate averaged 2.8 percent per year;
since 1970, that annual average has dropped to 1.3 percent.

At the same time, compensation was skyrocketing. Between 1960 and 1989,
output per hour (productivity) in the business sector increased 171 percent, while
compensation in actual dollars per hour jumped over 625 percent. Unit labor costs
(hourly compensation divided by output per hour) rose 367 percent.?

In other words, wage growth was more than triple productivity growth. Bad for
workers, bad for our economy and bad for our future.

Productivity growth declined. Compensation increased. And worse yet, we
began consuming more than ever. During the 1980s, consumption per worker
grew three times as fast as net output per worker.® By 1987, we were spending
4 percent more than we produced.* What a formula for success: Less productivity.
Higher wages. Enormous consumption. Make fewer goods and spend more
money!

1 P.J. O'Rourke, Parliament of Whores: A Lone Humorist Attempts to Explain the Entire
U.S. Government (New York: Atlantic Monthly Press, 1991) 201.

2 Statistical Abstract of the United States, 1991, Table 671.

3Martin K. Starr, ed. Global Competitiveness (New York: W.W. Norton & Co., Inc.,
1988) 15.

“Robert E. Litan, Robert Z. Lawrence and Charles L. Schultze, eds. American Living
Standards (Washington, DC: The Brookings Institution, 1988) 2.
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A major problem with all of that is simply this: Though median incomes are
rising, after adjusting for inflation, the average American family makes less money.

The average worker earned $271.66 a week in 1986, and $259.41 in 1990.5
Though the drop is small, it is a far cry from the significant wage gains inflation
would imply. And what’'s more, we haven't managed to adjust our habits to
accommodate these changes in income patterns. Too many of us have been
using credit to purchase both necessary and luxury goods.

In spite of having just experienced what many politicians are calling the longest
period of peacetime expansion in our history (whether or not it was truly an
expansion is debatable), middle-income Americans are obviously no better off
than they were 20 years ago.

What will we do when the mortyage comes due?

Both in perception and in fact, our standard of living is declining. It now takes
two incomes to maintain the same lifestyle that could be purchased for one less
than three decades ago. Soaring housing costs and high interest rates are
causing a drop in the rate of home ownership, which has long been a major
symbol of the American Dream. Consumer debt has become the American way of
life, as evidenced by the fact that American credit card debt exceeds $200 billion.

Indeed, an assortment of credit cards thickens most American wallets. The
message they send is tempting: You can have it all, and you can have it now. All
you have to do is make a minimum monthly payment, and as long as you do that
on time, you'll qualify for even more credit. It’s clear that we are doing on a
personal level what the government has been doing on a national level —
spending more than we have without much thought about how these bills will
eventually be paid. And we are becoming professionals at it.

The future is carrying a tremendous personal and public mortgage that is
growing daily. This casual acceptance of debt is a relatively recent attitude;
people are still alive today who can remember when even a home mortgage was
something shameful; who operated on the economic philosophy that if you didn’t
have the cash to pay for something, you couldn’t afford it; who believed in saving
now to spend later, rather than spending now and never catching up. Of course,
these people lived a lifestyle that was significantly more austere than the one most

5U.S. Dept. of Labor, Supplement to Employment & Earnings, July 1991, measured in
1982 dollars.
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Americans enjoy today; they were also determined to give their children more than
they had.

That goal has backfired. Recent generations have come to accept and demand
an increased level of material comforts as their due. It has become the American
way for each generation to be better off than the one before, to have bigger
homes, nicer cars and more gadgets. Product manufacturers urge us to buy, and
we eagerly comply. From all directions, the media bombards us with images —
largely distorted, but there nonetheless — of the “good life.” One beer advertising
campaign insisted, “You can have it all.”

This irresponsible attitude, reflective of the era, has plunged us into
unprecedented levels of debt, eroded our standard of living and created a future
that looks economically bleak.

It may have begun innocently enough with all of the best intentions, but the
mortgage on our lives is an insidious one, and it will eventually come due. For
God'’s sake, what will we do as a nation when the bills come due and there’s not
enough money to pay? How will we pay the bills when we can’t borrow anymore?

As monumental as the problem is, it is not a difficult or complex one. Whether as
an individual, a business or a government, when you spend more than you take in,
there are only so many things you can do.

As an individual, you must either make more money or spend less. In the
interim, you can borrow some money until you make enough extra, or you cut
enough out of your expenses to be able to cover the amount borrowed and the
interest due on it.

It's not different for businesses, except they have an additional option of raising
equity capital (selling stock) for a limited period of time. However, unless the
business can make more or spend less, it ultimately will be unable to interest
anyone in buying a piece of the action. Would any rational investment pour money
into an enterprise which showed steady and consistent losses?

And, believe it or not, governments operate no differently — at least, they
shouldn’t operate any differently, and they don't if they are to remain strong and
viable. A government must make more money, either through higher taxes or
inflation, or spend less. Of course, just like an individual or a business, it can also
borrow. And just like an individual or a business, it must be able to find the funds
to repay the debt and the interest.
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But the more government taxes, the more it robs from the private sector, which
reduces productivity. The more government inflates, the more it steals from the
private section in the dead of the night, when no one is watching. The more it
borrows, the more it must ultimately tax or inflate to eventually cover the interest
accruing on the debt. And one way or another, sooner or later, it will ultimately
default.

Every household in the nation knows the simple and obvious truth of balancing
a checkbook. How can it possibly be that our government doesn’t? How has our
government managed to substitute political rhetoric for a balanced budget, and
convinced the American people that we’ll never have to pay the piper?

The reality is that we will have to pay the piper, and his bill is due now.

More than money

All of that aside, our societal problems go well beyond finances and reach into
the core of our beings. Major economic transitions have upset our traditional
views. How we cope with these issues will determine our viability as a world leader
in the coming century. Let’s review the more critical points.

The family. Families are enduring tremendous stress as working parents
struggle to meet the needs of themselves, their children and other family
members. The family structure itself has become protean. Shifting demographics
have created the newly nicknamed “sandwich” generation — baby boomers
dealing simultaneously with aging parents and their own offspring. A mobile
society weakens the bonds of friendship and family, and we have of necessity
become decidedly more liberal in our definition of just what family is. A positive
note is the leveling off and slight decline in the divorce rate — evidence, perhaps,
that the “me” generation is seeing the value of becoming the “we” generation.

The perception of victimization. It is not our position in this book to deny that
specific groups have not been subject to disadvantage, but if we treat ourselves
as victims, we destroy the heritage built by our ancestors. The immigrants who
came to this country just two and three generations ago faced poverty, injustice
and adversity that often seemed overwhelming. They met obstacles head-on as
challenges to be mastered. Some failed, of course, but on the whole they were
able to take advantage of the wide array of opportunities our free enterprise
system offered, and they were quickly assimilated into our society. They chose to
be victors rather than victims.
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As our relationship with government began to change, our attitudes toward
ourselves began to change. Too many Americans have become willing to accept
the role of victim, accepting obstacles instead of overcoming challenges —
demanding entitlements instead of creating opportunities. Victim groups abound
— women, blacks, Hispanics, Native Americans, homosexuals, Vietnam vets,
welfare families, Jews, etc. Columnist Pete Hamill observed, “Americans, who
once worshiped in the church of self-reliance, have moved to another house of
worship, where they are in the grip of a fever of victimism. Its whining
propagandists insist upon respect without accomplishment, while its punitive
theory of society is enforced by lawyers.”®

We are only now beginning to adequately assess how societally corrosive is the
attitude that “society owes me because...” Ending discrimination and providing
equal opportunity for minority groups is certainly a worthwhile political objective.
Institutionalizing the loss of self-worth and self-reliance is altogether something
else. If we stay content as victims among ourselves, we become content as
victims of others. Hamill added, “All of us... would be helped by a moratorium on
self-pity.””

Health and health care. The quality of health care available in the United States
is excellent, but we are nonetheless facing a health care crisis. Medical costs
are skyrocketing and a growing number of people — over 37 million Americans —
have no health insurance at all. An additional 60 million Americans have medical
insurance the Department of Health and Human Services finds inadequate.

In other words, more than one-third of this nation is not adequately insured
against illness. What's more, an estimated half of all Americans contacted by
collection agencies every year are in debt because they have medical bills they
cannot pay.®

Senator Edward Kennedy, who chairs the Committee on Labor and Human
Resources, observed, “One of the most disturbing features of the crisis is its
impact on America’s children, who deserve a healthy start in life, but are too often
failing to receive it, with serious implications for the country’s future.”

& Pete Hamill, “A Confederacy of Complainers,” Esquire, July 1991, 30.

7 Hamill 30.

8 “The Health Care Crisis,” a report prepared by the Committee on Labor and Human
Resources, U.S. Senate, June 1990, 3.
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Our expensive and inefficient health care delivery system will face even greater
challenges in the coming decade. AIDS has reached epidemic proportions, and
the death it causes is painful, lingering and costly. The baby boomers who are
growing older and living longer will place an additional burden on medical
professionals and facilities.

But handling the financial aspect of health care will not solve the problem.
Former Colorado Governor Richard Lamm pointed out, “The leading causes of
premature death in the United States are not lack of health care, but smoking too
much, drinking too much alcohol, not wearing seat belts, and not eating the right
foods. We would bring far better health to America by seriously addressing these
social problems than we would by pouring endless resources into doctors and
hospitals.”

Education. Is there also an education crisis in the United States? The statistics
indicate there is. In a 12-nation study of seven subjects, our national average
comprehensive scores were in the lower third. Our dropout rate is alarming and
too many students who do graduate are functionally illiterate.

It's a tragedy that the country which pioneered education for all now trails other
nations in student achievement. The consequences of our education failings are
serious and far-reaching, and have a negative impact on productivity, international
competitiveness and even our ability to maintain the level of society we know
today.

Crime and violence. America has the highest rates of crime, prosecution and
incarceration than any other country in the industrialized world. To say that our
streets are not safe would be melodramatic, but in truth, far too many U.S. cities
and neighborhoods are frightening places. Beyond the physical and emotional
trauma of crime is the financial one. Uninsured losses are often economically
devastating; insured losses are ultimately passed on to every policyholder. Our
businesses must add the cost of burglar alarms and internal and external security
systems to their products, while home security has become a depressingly
thriving market. Even more devastating is the loss to our national self-esteem; can
we not trust our neighbor?

Litigation. We are the most litigious society in the world, willing and apparently
eager to sue just about anyone for anything. We have developed the attitude that
no matter what happens, someone must be at fault — someone must pay.

1
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Religion. Both a cause of and a controversy at the foundation of our nation,
religion continues to generate divisiveness and dissent, especially when it crosses
into government and business. Rather than being a source of personal comfort
and joy, religion is all too often the focus for argument. Even worse, an alarming
number of religious philosophies encourage the abdication of personal
responsibility, and contribute to America’s weakening status. Can we reach a
consensus of the role religion should play in our lives and our country?

Ethics and values. Survey after survey indicates a decline in our ethical values.
We are rarely surprised anymore when people in a position of trust betray that
trust, whether they are religious, business or government leaders. Colleges and
universities are now finding it necessary to teach ethics, as though the subject is
something adults can learn as they do history and math. And while we argue
about when, where and by whom values should be taught, too many members of
the younger generation are growing up without a solid or consistent
understanding of right and wrong.

This list of problems may seem overwhelming. Unfortunately, it's not even
complete. We'll be discussing these topics in more detail in later chapters, along
with some appropriate solutions. But if thoughts of “the government ought to do
something” were running through your mind as you read, we urge you to seriously
consider the question of how the government can effectively cure societal ills if it
cannot even keep its own house in order.

American government and politics

While democracy is on the rise around the world, we in the United States are
experiencing an unprecedented level of voter apathy. Political campaigns are
carried on largely through the media and candidates are marketed like any other
product, with clever graphics, catchy phrases (sound bites, they're called) and
gimmicky slogans. But while consumers may be motivated by some
advertisements to buy some products, campaign ads appear to anesthetize
voters, rather than encourage them. Modern political marketing is not succeeding
in getting out the vote; in fact, it may well be a major contributor to keeping voters
at home.

That our current government should be a role model for the modern world is an
almost chilling thought. This ever-growing, lumbering colossus that literally feeds
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on itself is a far cry from the vision of our Constitution’s Framers, who saw
government as a tool primarily to keep the peace — domestic and international.

And though our government is spending money at a record rate, the funds are
not being spent to maintain, improve and modernize our deteriorating
infrastructure. Lamm charged, “America is almost deliberately letting bridges,
roads, subways, water systems, railroads, ports, public buildings, and other public
facilities decay... These are the structures of our economic viability; yet they also
are among the first things that a politician can cut from the budget, because the
effects are not immediately apparent.”

Our political system has been likened to a bidding process, and the criticism
has tremendous validity. In the 1983 — 84 election cycle, candidates for the U.S.
House of Representatives spent $203.6 million on their campaigns; by the 1987 -
88 cycle, that figure rose to $257.6 million. Candidates for the U.S. Senate spent
$170.5 million in 1983 - 84 and $201.4 million four years later.®

For the most part, campaign funding is not coming from individual supporters,
but from organized special-interest groups, who then expect — and usually get —
certain votes from their chosen beneficiaries.

The twofold problem of American government — the political and election
process, and the actual operation of the government itself — will be examined in
more detail in the next chapter. But since our global position is the outward
manifestation of our internal principles and practices, where are we in the
worldwide scheme of things?

On top of the world — or not?

Though Operation Desert Storm proved our military superiority, the real balance
of power in the world is economic, and in that arena, we are clearly losing ground.
In 1967, a paltry 8 percent of American-based industries faced foreign
competition.® Today, every industry is dealing with some form of international
competition — and most of them aren’t doing it especially well.

An examination of the United States as a competitive nation by the National
Governors’ Association concluded that “[w]e have not anticipated the changes
beyond our borders nor responded to the consequences within our borders. Our

9 Statistical Abstract, 1991, Table 462.
10 Martin K. Starr, ed. Global Competitiveness (New York: W.W. Norton & Co., Inc.,
1988) 16.
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institutions have been inflexible and we have assumed that the world of the past is
our best possible guide for the future. This is no longer the case.”! Our global
position is directly affected — and diminished — by our social and economic
domestic problems.

In America, the days of easy prosperity are over. It appears as if, while enjoying
the many benefits of our society and unique system of government, we have
become complacent and blindly optimistic: the narcissistic, self-indulgent heir to
wealth who expects but never achieves wealth of his own.

Lamm said, “We believe as part of our national subconscious that God is an
American and will keep us from harm. But no civilization in history was ever
permanent: all great civilizations develop great problems.”

Is this the fall of the American Empire?

When fallen empires are mentioned, we visualize a decadent Roman Empire
with Nero fiddling while the city burned. But fallen empires don’t necessarily
disintegrate in flames and turmoil. Some are conquered; others fade like a brightly
colored garment that has seen too many washings.

Advances and declines are an expected part of the life cycle of every great
power; however, there is a critical point beyond which the decline is irreversible
and, though the country may survive, it will never regain its former strength,
position or luster. In the last few decades, the United States has edged
dangerously close to that critical point in a pattern of decline fueled by prophets of
gloom. For a while it seemed as if, as a country, we were determined to make the
“fall of the American Empire” a self-fulfilling prophecy.

Though most indicators reassure us that we have recognized and are in the
process of reversing our decline, we cannot afford to ignore the threat the current
state of our nation represents to our future. We cannot wait until we have reached
a crisis so great the damage to our country is irreparable. Prior to World War I,
Winston Churchill said, “Want of foresight, unwillingness to act when action would
be simple and effective, lack of clear thinking, confusion of counsel until the
emergency comes, until self-preservation strikes its jarring gong — these are the
features which constitute the endless repetition of history.”

11 Gerald L. Baliles, former governor of Virginia, speaking before the Public Affairs
Council, Pomona, CA, Jan. 8, 1991.
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History does not have to repeat itself, of course. Nor do we have to submit to the
gravitational forces of time and accept decline as natural or inevitable. We, as a
nation, can simply refuse to drift along the same path of declining power as other
once-great nations who are respected for their past achievements but treated in
the present with the amused tolerance we reserve for slightly senile, elderly
relatives: once significant, currently irrelevant.

We know that until now, every great empire eventually declined. It is this
knowledge that provides us with the ability to learn from the repetition Churchill
observed. If to be forewarned is to be forearmed, then we are well-armed, indeed.
But even the best-trained soldier with the most sophisticated weaponry can shoot
himself in the foot.

Before we speculate on the future, let’s take a look at the past and the
ammunition history has given us.

What do we know so far?

It is easy to see common patterns as nations rose to positions of world
dominance, then gradually lost their grip on that power. Some general
characteristics of a country on the ascent are:

< an official cultural unity

e a strong momentum propelling economic development outward

< an equally strong political influence pushing territorial expansion

< adequate economic and military strength to manage domestic and foreign
interests

 unified leadership

A country on the decline is characterized by:

» alack of cultural and technological innovation caused by excessive
bureaucracy

e a withdrawal from world trade

< adisdain of learning and understanding other cultures

< military expansion without a corresponding economic benefit

< inability to adequately manage widely scattered exterior interests

» alack of unified leadership

The cause of the fall of the Roman Empire — in spite of the lingering images of
flames and fiddling our young minds may have conjured up from elementary
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school history lessons — went beyond the moral decadence of the ruling class. In
fact, the issue of class itself was only one of the catalysts of the decline.

Rome was a slave-owning society, and freemen tended to regard manual labor
as beneath their dignity. This contributed to a lack of technological advancement
and low productivity. For a country not moving forward, the only other option is to
move back: There is no standing still.

Efforts of rulers to save their dying empire only hastened its demise: They
adopted rigid policies of price and interest rate controls, and prohibited the export
of “strategic products” such as iron, bronze, weapons, army equipment and
horses.*?

The ruling establishment further dampened productivity by demanding a larger
share of the nation’s wealth — called taxes — while doing nothing to aid in the
creation of new wealth. Swollen bureaucracies became unmanageable. The
Praetorian Guard was out of control. Members of the ruling class pulled further
away from the people in an ever-growing sense of elitism. The emperor's power,
once understood to be delegated by the citizens, was declared derived from the
gods, and court rituals were established that made the emperor remote and
unapproachable.

It was a pattern which occurred repeatedly in other nations. Historian L. S.
Stavrianos observed, “The great civilizations of Greece, Rome, India, and China
dominated Eurasia in classical times... Beneath the seeming invulnerability of the
empires lay roots of decline that brought on decay and eventual disintegration.
Essentially, technology was at a standstill, so productivity was low. These two
factors — static technology and lagging production — combined to make the
classical civilizations vulnerable to the barbarian attacks from the third to the sixth
centuries.”®

Ming China is no less salient. When the Ming Dynasty emerged in 1368, China
had huge libraries, large numbers of books, extensive trade routes and
sophisticated industry. By 1420, the Ming navy had 1,350 combat vessels.
Overseas expeditions explored and established trade relations with other lands.

But the northern frontiers of the empire were under pressure from the Mongols
and in need of military resources, so a large navy was an expensive luxury. China

12 |.S. Stavrianos, A Global History: the Human Heritage, 3rd ed. (Englewood Cliffs, NJ:
Prentice-Hall, Inc., 1983) 78.
13 Stavrianos 103.
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turned her back on the world by halting not only expeditions, but also by banning
the construction of seagoing ships in 1436. The extremely conservative Confucian
bureaucracy focused on preserving the past, rather than planning and preparing
for the future. The elite, scholarly bureaucrats were disdainful of independent
entrepreneurism. Printing became limited to scholarly works, industry and
development slowed to a crawl, the military was neglected, the country’s
infrastructure decayed.

It's hard to tell exactly when the critical point occurred, but the enterprising land
China had once been was in a steady decline that could not be halted even by the
replacement of the Mings with the more vigorous Manchus after 1644. China
would never again experience the level of prosperity and power equivalent to the
one she had enjoyed during the Sung Dynasty.

As China declined, the Ottoman Empire expanded. The Ottoman Turks were an
efficient military machine and more. But even though at one time they controlled
an area greater than the Roman Empire, they would eventually surrender the
chance at world domination by turning inward. Just a century after the Ming
decline, the Ottoman Empire repeated the process.

The Mogul Empire was notable for its brilliant courts, fine craftsmanship of
luxurious products and the conspicuous consumption of its ruling class. Though
the technical reason for the decline of the Mogul Empire was border threats, the
real reason was internal decay. The country’s tax system was legalized plunder
which forced peasants and merchants to pay for their rulers’ extravagances with
no benefit to themselves.

A more recent example of “rise and decline” patterns is that of Italy in the early
20th century. Though the modern-day Italy would never rise to the heights of the
original Roman Empire, she clearly reiterated the characteristics of a country on
the ascent. Under Mussolini, Italy embarked on an ambitious program of
modernizing its physical infrastructure and its industries, as well as an impressive
military buildup. While all of this activity looked good on the surface, the country
could not sustain the upward momentum. It was economically weak, productivity
was low, illiteracy was high and regional disparities blocked the necessary sense
of national unity.

Throughout history and around the world, the story continues to repeat itself.
There was a time when “the sun never set” on the far-flung British Empire; those
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days are gone. Spain, Holland, Denmark, Sweden — none are the great powers
today they once were.

Measuring the United States against historical patterns

In its infancy and adolescence, the United States was largely isolationist,
primarily — and necessarily — concerned with her own development. Though we
traded with other countries, we did not involve ourselves in their internal
operations, preferring to concentrate on our own domestic expansion. That
expansion included the fairly consistent introduction of technologies which
supported our goals and created new industries for our citizens.

Once our nation spanned the continent, once our original Manifest Destiny had
been met, we turned our attention outward with enormous vitality and self-
confidence. The American “empire” included territorial islands in both the Atlantic
and Pacific oceans. This remarkable growth in territory, economic strength and
world influence was due primarily to our free enterprise system. Without
government restraint, the private sector was prepared to act on a moment’s notice
to produce a specific result. The private sector was vital and energetic, and its
vitality and energy benefited everyone.

By the early 1900s, the United States reached her adulthood as a world power;
by the end of World War Il, she was clearly recognized as a superpower.

But during the 1970s and '80s, forecasters claimed we were on the same path
to decline followed by earlier empires. Their reasons matched history:

* We were becoming increasingly content to borrow technology from other
countries rather than be innovative ourselves.

= While there will likely never be a formal government edict prohibiting
international trade, our cultural attitudes were limiting our potential success
in that arena — and statistics reflected our poor performance on nearly
every trade front.

« We developed a class system of the corporate elite and the rank-and-file
worker which inhibited productivity, reduced our problem-solving abilities
and had a negative impact on profitability.

< Rather than finding new sources of wealth, we simply redistributed what we
had. Traders and investors abandoned innovation to make their money
buying and selling existing companies.

< We had lost confidence in our political system, and because our leaders
can rarely agree on how to handle problems, their effectiveness seriously
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diminished. Moreover, those same leaders became increasingly impressed
with their own importance and removed from the day-to-day lives of the
people they were elected to serve.

 Many Americans questioned both the wisdom and practicality of
maintaining strong armed forces.

< Our institutional and real infrastructures were decaying.

e A growing apathy caused by a general mistrust of government permeated
all aspects of our lives.

If we base our forecasts on the trends of the recent past, we have a variety of
socioeconomic indicators pointing to a dismal future. We have become not only a
debtor nation, but a nation of debtors. Much of our society is emotionally isolated,
a condition that is psychologically unhealthy for humans in general. Though we
make the right noises about protecting the environment, we continue to abuse our
natural resources at an alarming rate.

Indeed, we were on a path to decline similar to that of other once-great nations.
Worse, we were perilously close to the proverbial point of no return, the critical
point after which we would forever be destined to exist as little more than a
second-rate power.

And we were afraid. But it was not the fear of annihilation or destruction. Our
fear as Americans was, and always will be, the fear of mediocrity.

Arresting the decline

As we approach the dawn of the 21st century, there is evidence that enough of
us have heard the warnings that we might — just might — pull out of our
downward spiral. Today’s United States is a country still strong, still powerful, but
undeniably deteriorating. Today we have choices we may not have just a few
years into the future.

Writer, philosopher and historian John Taft closed his book American Power
with the observation, “The decay of America’s supremacy... may offer its own
compensations to the United States. And perhaps Americans’ feeling that their
global effort was temporary, their very isolationism, now provides the best hope for
an orderly and peaceful adjustment to decline.”4

14 John Taft, American Power: The Rise and Decline of U.S. Globalism 1918 — 1988 (New
York: Harper & Row, 1989) 282.
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It is clear that Taft has an inadequate understanding of the American people, for
it is not in our nature to peacefully adjust to decline. In fact, we are clearly not
doing so. (If we were, this book would not have been written, published or
purchased.) We have stumbled, but not fallen — nor will we.

But if we are to maintain our world-leadership position, we must address the
issues contributing to our decline, develop strategies to arrest and reverse the
process, and put those plans into action immediately.

In Free to Choose, Milton and Rose Friedman observed, “Our society is what we
make it. We can shape our institutions. Physical and human characteristics limit
the alternatives available to us. But none prevents us, if we will, from building a
society that relies primarily on voluntary cooperating to organize both economic
and other activity, a society that preserves and expands human freedom, that
keeps government in its place, keeping it our servant and not letting it become our
master.”'® The key is in accepting responsibility for our own behavior and welfare,
in being our own masters — something we have not been inclined to do for more
than half a century.

The American Dream is cloudy now; the next decade will tell if it will turn bright
again, or become the American Nightmare.

15 Milton & Rose Friedman, Free to Choose: A Personal Statement (New York: Harcourt,
Brace, Jovanovich, 1980) 37.



CHAPTER 2

A Government Of the People, By the People,
hut Not Always For the People

“But, sir, I have said I do not dread these
corporations as instruments of power to destroy this
country, because there are a thousand agencies
which can regulate, restrain and control them;
but there is a corporation we may all well dread.
That corporation is the Federal Government.”

Senator Benjamin H. Hill, March 27, 1878
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WE THE PEOPLE OF THE UNITED STATES, IN ORDER TO FORM A MORE PERFECT
UNION, ESTABLISH JUSTICE, ENSURE DOMESTIC TRANQUILITY, PROVIDE FOR THE
COMMON DEFENSE, PROMOTE THE GENERAL WELFARE, AND SECURE THE

BLESSINGS OF LIBERTY TO OURSELVES AND OUR POSTERITY, DO ORDAIN
AND ESTABLISH THIS CONSTITUTION FOR THE UNITED STATES OF AMERICA.

he U.S. Constitution, one of the most remarkable and significant documents
Tever written, was the result of our Founding Fathers’ efforts to create a
government that was strong enough to govern, but not strong enough to oppress.
Government, they decided, was a contract between the ruled and the ruler — a
social contract under which the ruled gave their consent to be ruled and agreed to
obey the laws if the ruler agreed to protect certain inalienable rights, which were
life, liberty and property. “The sacred rights of mankind are not to be rummaged
for, among old parchments, or musty records,” wrote Alexander Hamilton in 1775.
“They are written, as with a sun beam in the whole volume of human nature, by the
hand of the divinity itself; and can never be erased or obscured by mortal power.”

That social contract which protected individual rights and liberty, while at the
same time considering the need for the security of all, was formalized as the
Constitution of the United States. It is a document written not for saints but for
mortals — a document designed to protect us from ourselves.

We enjoy the unique position of being the youngest nation in the Western world
with its oldest written constitution. Former U.S. Supreme Court Chief Justice
Warren Burger noted:

The delegates who wrote this Constitution in Philadelphia in 1787 did not invent all
the ideas and ideals it embraced, but drew on the wisdom of the ages to combine
the best of the past in a conception of government of rule by “We the People” with
limits on government to protect freedom. This Constitution was not perfect; it is not
perfect today even with amendments, but it has continued longer than any other
written form of government. It sought to fulfill the promises of the Declaration of
Independence of 1776, which expressed peoples’ yearning to be free and to
develop the talents given them by their Creator.

It's a contract we continue to live under today, but things are not as simple as
they were in the late 1700s. The role of the government in our lives has been
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gradually expanding since the second half of the 19th century; a huge
bureaucracy and massive federal budgets have accompanied that expansion. We
certainly have big problems today, but do they require big organizations to cope
with them? Is this what the Founding Fathers had in mind when they wrote the
Constitution? And more important, is this what we really want from our
government?

The problem with government is government

An unhealthy democratic government exhibits a variety of symptoms: an
apathetic electorate, increased corruption among elected and appointed officials,
burdensome taxes, runaway spending and more — and the government of the
United States by the United States is ill indeed. Power has become more
centralized than ever, certainly significantly more so than the Founding Fathers
intended. The people and the states have less power today than at any time in our
country’s existence. We feed this lust for power on a national level with income
tax, which means the federal government has a virtually never-ending source of
revenue with which it can aggrandize itself. With increasing frequency, the states
are turning to the federal government for aid, just as local governments are
looking to the state. In developing this pattern, we are abdicating our
responsibilities as citizens.

What has happened to our founding principles? Surveys indicate we distrust
government as much as ever, yet we seem determined to cast that entity into a
caretaking role. In doing so, we have created a dragon we will find difficult to slay.
Let’s look at some specifics.

The federal government in particular is careening out of control. It has
become an entity in itself, with its primary objective being its own self-preservation
rather than serving the people. We have a virtual labyrinth of government
agencies and departments, most operating with relative independence, using a
variety of accounting and structural systems, often overlapping or duplicating
efforts, and all run by bureaucrats, most of whom are determined to maintain the
status quo and/or expand their own authority and prestige by expanding their
budgets.

The federal government employs over three million civil service workers and
over two million military service members. Yet there is not a single person in the
entire federal system who is held both responsible and accountable at any level.
The difficulty in making someone answerable is even more apparent when you
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realize the government operates with 300 incompatible accounting systems and
over 300 payroll systems. And while the number of civilian and military personnel
continues to grow (up nearly one million between 1982 and 1990), the
bureaucratic morass gets worse. Rather than being rewarded for productivity, as
is the case with their private-sector counterparts, government managers are
compensated based on the sizes of their staffs and the amount of money they
spend. The more chaotic the system becomes, the more room there is for
incompetence and dishonesty.

Ideals are left by the wayside. Our elected officials may come into office
initially with high-minded ideals, but they are soon caught up in the system of
garnering and keeping power, their original goals left by the wayside. And rather
than housing the workings of the dreams of our Founding Fathers, the stately
facades of federal buildings in Washington and across the country are the
ineffective fences around a monster worthy of the best of Hollywood'’s horror
efforts. The rising bureaucracy in government offices across the country is
creating an environment ripe for the growth of stifling regulations, corruption and
the ultimate loss of economic progression and stability. The Soviet Union, prior to
the 1991 failed coup and subsequent declarations of independence by its various
republics, was a perfect contemporary example of a strong, excessively
bureaucratic central government — and a perfect vision of where we are headed
unless significant reforms are made.

Avoiding the problem. Instead of developing long-term plans to bring the
situation under control, most of our politicians are busy trying to figure out ways to
hide it from the electorate. They are doing it with language and masterful public
relations plans. After all, there is nothing that says an elected official must keep
the promises he made in order to get elected — he just has to make his record
palatable enough to get re-elected. So the Reagan Administration didn’t propose
new taxes — it was “revenue enhancement” through new “user’s fees.” One major
city no longer has potholes in its streets, but there still are quite a few “pavement
deficiencies.” And it's likely that no product promotion campaign was ever run
with more strategy and careful design than the military briefings on Operation
Desert Storm.

Every year, the Committee on Public Doublespeak of the National Council of
Teachers presents the Doublespeak Award to a public figure who has

I William Lutz, Doublespeak (New York: Harper & Row, 1989) 1.
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“perpetrated language that is deceptive, evasive, euphemistic, confusing, or self-
contradictory.” In 1982, the recipient of the award was the Republican National
Committee for a television commercial on Social Security. It showed an elder,
folksy mail carrier delivering Social Security checks, saying they included “the

7.4 percent cost-of-living raise that President Reagan promised. He promised that
raise and he kept his promise, in spite of those sticks-in-the-mud who tried to keep
him from doing what we elected him to do.” What the commercial failed to say was
that the increases had been provided automatically by law since 1975 and
Reagan had tried unsuccessfully three times to roll them back or delay them.
When asked about the discrepancies, an RNC official said, “Since when is a
commercial supposed to be accurate?”

A 1982 New York Times article quoted former President Richard Nixon as
saying that as a candidate “you have to dissemble... There’s a lot of hypocrisy
and so forth in political life. It's necessary in order to get into office and in order to
return to office.”

How did we get to this point?

Though we frequently refer to the Constitution and speculate on the intentions of
the Founding Fathers, we often fail to remember the contents of an earlier, but no
less important, document: the Declaration of Independence. That document did
more than talk about all men being created equal; it charged King George Il with
27 specific complaints, many of which can be leveled at our government today.

Let's look at a few of them?:

He has refused his Assent to Laws, the most wholesome and necessary for the
public good... As Congress debates issues and campaigns for re-election,
positive legislation that would reduce spending languishes and ultimately dies.

He has erected a multitude of New Offices, and sent hither swarms of Officers
to harass our People, and eat out their substance... The Internal Revenue Service
is one example that comes to mind.

He has combined with others to subject us to a jurisdiction foreign to our
constitution, and unacknowledged by our laws; giving his Assent to their acts of

2 Lutz 272.

8 Lutz 16.

4 Lutz 195.

5 Credit goes to P.J. O'Rourke and his book, Parliament of Whores, for many of these
ideas.
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pretended Legislation... Try crossing the IRS or any other federal agency, and the
truth of this will come home to you sharply and swiftly.

For imposing taxes on us without our Consent... O’Rourke said it best: “Nobody
asked me if | wanted a 1040 Form.”

For... altering fundamentally the Forms of our Government... That the Supreme
Court is forced to declare so many laws unconstitutional is clear evidence of this.

But, getting back to history:

Having revolted against oppressive British rule, the Framers of our Constitution
designed a system intended to serve the people. To this end, they created three
branches of government which collectively would run the country at the federal
level. The executive branch consists of the president, the Cabinet and various
departments and executive agencies which have increased in number over
the years. The legislative branch is made up of two bodies: the Senate, the
upper house of Congress with two members from each state; and the House
of Representatives, the lower house with the representatives based on each
state’s population. The judicial branch includes the Supreme Court and the other
federal courts.

Each branch has some measure of influence over the other branches. A
fundamental principle of American government known as checks and balances
prevents any one branch from accumulating too much power.

The Constitution and the first 10 amendments, known as the Bill of Rights, also
established the rights of the states and the people, providing still another “check”
on the political power struggle. The Founding Fathers were divided on the issue of
how much power would be retained by the states and the people. The
compromise is found in the Ninth and 10th Amendments.

The Ninth Amendment, often called the “implied rights” amendment, states:
“The enumeration in the Constitution of certain rights shall not be construed to
deny or disparage others retained by the people.”

The 10th Amendment makes its case for states’ rights; it reads: “The powers not
delegated to the United States by the Constitution, nor prohibited by it to the
States, are reserved to the States respectively, or to the people.” Interestingly,
despite their profound theoretical significance, few court cases have ever been
decided on Ninth or 10th Amendment grounds, yet their importance to the
concept of the sovereign power of “We, the People” is critical.
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The idea was to put the center of any government activity at the same level as
the issues being decided by that government unit. When power is decentralized,
participation in the democratic process increases. But even in a society designed
to be controlled by the people, it was not then, nor is it now, practical for all
citizens to involve themselves in the day-to-day operation of all levels of
government. It's one thing for citizens at a town meeting to make decision about
street maintenance, and altogether something else for that same group of citizens
to be considering a declaration of war by the United States on another country.

Participating in democracy

The American system was designed to encourage participation in government
above the local level through elected representatives. Such participation has a
number of benefits. Serious problems rather than superficial ones are more likely
to be identified and addressed. Since more people are thinking and reacting, the
possibility of developing alternative solutions is enhanced. There is less chance of
disruption from people who might otherwise feel left out of the process. When a
number of views are expressed, debated, and a course of action decided upon,
opposition from those who did not prevail tends to be minimized. Finally, and most
significantly, participation reduces the chances of tyranny.

Yet, in our country, an appallingly large percentage of those eligible do not
bother to vote, and voting is the backbone of a representative democracy such as
ours. And of those who do not vote, it's probably safe to assume they also don't
bother to write or call their representatives about issues that affect them. There is
widespread feeling that the system is so huge, so complicated, that one person’s
opinion or vote doesn’t matter, so we surrender our personal responsibility to
government.

On top of that is the perception that most people are not affected by
government programs, so they don’t need to care about them. The flaw in that
logic is that just about all of us — not just welfare recipients — take advantage of
federal programs at some point. If you’'ve ever bought a home with a VA or FHA
loan, vacationed in a national park, drawn unemployment compensation, driven
on an interstate highway, traveled on Amtrak or used a student loan to finance
your education, then you've been the beneficiary of a government program paid
for by tax dollars. And perhaps the most important impact of government
programs is how government spending affects the economy — which certainly
affects each one of us.
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We are all affected by government programs: We pay for them and we use
them. We have the right and at least the obligation to express our opinion about
how they are managed, and we do that in whom we elect to public office. But
according to Citizens and Politics, a report prepared for the Kettering Foundation,
increasingly citizens are putting issues on ballots so they can make decisions
themselves rather than trusting their representatives. The citizens interviewed for
that report described our present political system as impervious to public
direction, run by a professional political class and controlled by money rather
than votes.®

The implications here are cause for concern. Along with representatives we
don't trust, we're living within a system we have little faith in. Citizens feel politically
impotent, that they have no place in politics today, that there is no real give-and-
take between public officials and citizens. Even questionnaires sent out by
members of Congress are viewed with skepticism, and there is some serious
justification there.

In his book, In the Shadow of the Dome, Mark Brisnow reports being told in his
early days of working for a Congressman that it was acceptable to count only
10 percent of constituent surveys — “just so the numbers look realistic.”” Among
the elite club of lobbyists, political action committees (PACs) and special-interest
organizations, the citizen has been rendered obsolete.? There is also a widespread
belief that public officials seek office to serve their own interests, not those of the
public. Is it any wonder that voter turnout in the presidential elections was at its
high point in the late 1800s and has seen a fairly steady decline ever since?

It's ironic that William McKinley, elected in 1896, when voter participation
peaked, made this observation in his inaugural address: “We may have failed in
the discharge of our full duty as citizens of the great Republic, but it is consoling
and encouraging to realize that... free and fair elections are dearer and more
universally enjoyed today than ever before.”

6 Citizens and Politics: A View from Main Street America, a report prepared for the
Kettering Foundation by The Harwood Group (Washington, DC, 1991) iii, iv.

7 Mark Brisnow, In the Shadow of the Dome (New York: William Morrow and Company,
1990) 36.

8 Citizens and Politics, 19.
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The workings of Congress — a reality much different
than the theory

Over the years Congress has established rules and traditions that make it
difficult to pass effective legislation on major, controversial issues, yet passing
minor bills with questionable value is a fairly simple matter.

Small groups of members, or even a single very senior member, can hold nearly
autocratic power over specific functions of government. In We the People?
Congressional Power, author Robert A. Liston points out that Congress conceals
much of its workings from the American people. He writes, “Indeed, nobody
knows all that Congress does or how it does it.”

In the early days of our country, representatives were content to go to the
capital, do their work and head home to resume their normal occupations. In fact,
they were obviously more interested in what was going on at home than in
Congress. When the first Congress met in March 1789, in accordance with the
country’s new constitution, the members who attended were unable to conduct
any business. The first entry in the Senate Legislative Journal read, “The number,
not being sufficient to constitute a quorum, they adjourned.”°

Congress remained what could be considered a part-time institution until the
early 1960s. At that point technology conspired with a growing government to
create a year-round legislature. New Deal programs had created an increasing
spiral of lawmaking activity — senators and representatives were busy trying to
“fix” things for us, and the process was growing ever more time-consuming. In
addition, air conditioning made Washington bearable in the summer (in earlier
years, the heat and humidity sent lawmakers home by July), and the advent of
jet planes meant traveling between the capital and legislative districts was quick
and easy.

Certainly to run a business as large as the government of the United States
requires a lot of people investing a lot of time, and a certain amount of regulation
is necessary, but just how many laws do we need? The country is over 200 years
old, and Congress keeps meeting year after year, ostensibly to create new laws,
and still more new laws.

9 Robert A. Liston, We the People? Congressional Power (New York: McGraw-Hill,
1975) 16.

10 Alvin M. Joseph Jr., On the Hill: A History of the American Congress (New York: Simon
& Schuster, 1975) 8.
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Of course, not all of the bills proposed by our representatives actually become
law. In 1990, 6,973 bills were introduced, but only 3 percent were enacted.
Legislators make points with the voters back home with the legislation they
introduce — legislation they know is often virtually useless and will never make
it out of committee. But they propose the bills anyway, because it looks good
on campaign literature and it lets the constituents know they are “doing
something” — alas, if they only did less!

What should irritate citizens even more is that an estimated half of the bills that
are passed are commemoratives — essentially worthless pieces of legislation
marking an observance of some sort. Judy Schneider, a specialist with the
Congressional Research Service, noted that 261 House members co-sponsored a
bill calling for National Mule Appreciation Day. “My own personal favorite,” she
added, “is National Mother-in-Law Hour. It used to be a day, but somebody
thought it was too long, so they changed it.”!!

And though by title and definition, the job of Congress is to make laws, less and
less lawmaking is getting done. “Legislative policy-making is in a decline because
members of Congress now perform constituent service,” said Anthony
Eksterowicz, assistant professor of political science at James Madison University.
“Policy-making does not get [members of Congress] elected because it divides
people. Constituent service is safer.”

The ever-expanding enterprise of government

The business of America is no longer business — it's government. In 1844,
federal spending was about $3 million per year, or about 15 cents per person.
Virtually no bureaucracy, and certainly no welfare. Today, the government collects
approximately $5,000 per person — men, women and children — and still spends
more than it takes in.?

In 1950, government spending was 21 percent of the GNP; by 1990, it had risen
to 35 percent. No single commercial enterprise in the country can claim such
remarkable gains. What makes the situation even worse is the realization that if
government — particularly the federal government — were a private business, it
would have been forced into bankruptcy and shut down long ago.

11 Judy Schneider speaking at the 1991 Florida Conference on Health Care, Orlando, FL,
Nov. 8, 1991.
12 George Roche, One by One (Hillsdale, MI: Hillsdale College Press, 1990) xiii.
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All but one of the states are required to balance their budget on an annual
basis, but the federal government is free to spend more than it has, borrow
money it has no way of paying back and continue this fiscal irresponsibility year
after year.

There was a time when each new president promised to balance the budget
and eliminate the deficit; now, they just blame Congress for the mess. And the
difference between what the government takes in and what it spends continues to
grow, and the numbers are almost beyond comprehension.

Is it possible we have become so acclimated to massive deficits that we are
unwilling to do what is necessary to eliminate them? During a televised interview,
talk show host Larry King asked on-again, off-again presidential contender Mario
Cuomo how he would balance the federal budget when he hadn’t managed to
balance the budget of the state of New York. Cuomo’s response was illustrative.
He said that it isn’'t necessary to be able to balance the budget to be president.
No modern president has ever managed to do it.

In 1984, J. Peter Grace, who chaired the President’s Private Sector Survey on
Cost Control (popularly known as the Grace Commission), reported the prediction
of Data Resources, Inc., that the federal deficit would reach $2 trillion by the year
2000. It was a sadly conservative forecast; at our current rate, we'll reach that
figure by 1994.

The solution to the deficit and a balanced budget is not in raising taxes, which is
the knee-jerk reaction of most lawmakers. The solution is in:

e Reducing government spending first to a level that can be managed at
current tax rates

e Then, further reducing spending to a level that will allow current tax rates to
both provide for necessary current expenses while eliminating the deficit
and repaying the national debt

< And finally, to reduce the cost burden government has placed on taxpaying
citizens by reducing taxes.

An unlimited charge account

Along with the deficit is the twin monster called the national debt. These issues
are generally mentioned together, but they are two separate problems and need
to be addressed as such. Thomas Jefferson wrote, “I place economy among the
first and most important virtues, and public debt as the Greatest danger to be
feared.” It's likely that Jefferson, like most Americans, would be unable to
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comprehend a debt in excess of $3 trillion and growing at the rate of almost
$1,500 each minute.

Since interest-free loans are hard to come by, the cost of servicing the national
debt is almost as staggering as the debt itself. According to a policy study by
Citizens Against Government Waste, over 50 percent of our personal income tax
dollars were needed to pay the interest on the debt in 1989; by the year 2000, all
personal income tax receipts will be needed just to pay the interest. And while
necessary programs are going unfunded, the principal owed continues to grow.

Simply eliminating government waste would be half the battle of balancing the
budget and bringing the deficit under control — but that is a task that has proven
to be simultaneously simple and impossible.

It's simple because, as Grace said, “All the government needs to do in most
cases is to adopt commonsense business management practices that every
company must use, from the corner drugstore on up to General Motors, if it is to
succeed. It's impossible because the necessary changes must be mandated by
Congress, whose members are more partial to spending than saving, and whose
political survival depends on bringing federal funds back to their districts.

It was not entirely surprising to learn that 355 current and former members of
the House of Representatives bounced 8,331 checks in one 12-month period at
their own private bank. After all, they write trillions of dollars’ worth of government
checks against insufficient funds and call it deficit spending.

Right on top of the “Rubbergate” scandal, we learned that at least 250 current
or former members of the House owed more than $300,000 for meals and catering
services from Capitol restaurants.'®* Whoever said there is no free lunch was not a
member of Congress.

Members of Congress have gone from being public servants to a privileged
few. They get free garage space on Capital Hill, discount shopping, one-day mail
delivery, American flags at cost, free use of House and Senate gyms, and, in
addition to their $125,100 annual salaries, they receive thousands of dollars in
staff and operating allowances for their offices in Washington and back home.** Of
course, the publicity surrounding the scandal is prompting the elimination of some
of these perks, but the underlying problem is still there, and without drastic
changes will only surface again.

13 Newsweek, Oct. 14, 1991, 31.
14 Orlando Sentinel, Oct. 6, 1991, Associated Press.
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Dreams and reality: the American political process

Much as the term “damn Yankee” merged itself into one word around the time of
the Civil War, so has the term “crooked politician” become an accepted phrase
today. Many joke, with enough seriousness to be shaming, that “honest politician”
is an oxymoron, and just the word “politics” has an unsavory ring to it today. Yet
the Greek politeia means the state of being a citizen, and politics by definition
means “the science or art of government or of the administration and management
of public or state affairs.”

Setting the issue of semantics aside, the very nature of our current political
system encourages questionable contributions, deal-making and other unethical
behaviors. Mortimer B. Zuckerman, editor-in-chief of U.S. News & World Report,
wrote, “America may have a first-class standard of living, but it has a second-
class economy and a third-class political system.”>

Sometimes those who have participated in the corruption are the system’s most
vocal critics. In admitting to the arrangement of an illegal contribution of $55,000
in corporate funds to the Finance Committee to Re-elect the President in 1972,
George Spater, former chairman of American Airlines, said he wanted to “focus
attention on the evils of the present political fund-raising system... Under existing
laws a large part of the money raised from the business community for political
purposes is given in fear of what would happen if it were not given. A fair and
honest law is one that would remove the need of any candidate to exert such
pressures, as well as the need for any businessman to respond.”®

Political fund-raisers are known for their creativity when soliciting contributions.
In a report filed with the Securities & Exchange Commission, one major U.S.
company reported paying selected employees large bonuses and directing them
to contribute the after-tax amount of the bonus to various political figures.*’

We don’t know how much pressure was put on Eastern Airlines Chairman Frank
Lorenzo to come up with $100,000 for the 1988 Bush presidential bid, but we do
know that for the first time in the history of the National Mediation Board, a
president rejected the board’s advice, which urged Bush to create a federal
emergency strike settlement board providing a 60 day cooling-off period. Lorenzo
opposed the board — so did Bush. Eastern mechanics, supported by pilots,

15 U.S. News & World Report, March 2, 1992, 72.
16 Corruption in Business, 35.
7 Incident occurred in 1970, 1971 and 1972. Corruption in Business 151.
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walked off the job. Then Bush vetoed legislation, also opposed by Lorenzo, that
would have created a congressional “blue ribbon” commission to investigate the
Eastern strike.

Could other action by Bush have saved Eastern Airlines? Of course, we have no
way of knowing, and there is no evidence that Eastern Airlines received any
special favors as a result of Lorenzo’s donation. But there is at least a problem of
perception, and we do know that as this giant of the aviation industry slips into
history amid America’s cloudy political atmosphere, the perception of the
electorate is what ultimately matters.

Though politicians have long been viewed as slightly unsavory, an
unprecedented number of scandals involving business-political corruption came
to light during and after the 1972 presidential election campaign. Besides the
Watergate break-in, there was tremendous evidence that a number of
corporations provided illegal contributions for election campaigns. Such
donations, when discovered, were generally punished by negligible corporate and
individual fines and no time in jail. Historically, politicians themselves are usually
spared the ordeal of a trial, allowed to cut deals, pay minor fines and often resign
with their pensions still intact.

Misuse of political power has been seen at every level of government, from
small city councils to state legislators to Congress and even in the White House.

Americans used to react with shock, dismay and a sense of shame to charges
of influence peddling, soliciting and/or accepting bribes, and other corrupt deals.
Today we’re more likely to shrug off such news; it's no more than we expect of
politicians. And we aren’t especially eager to see people we like and trust enter
the political arena. Following Operation Desert Storm, when Norman
Schwarzkopf's name was being bandied about as a possible presidential
contender, a letter-writer to Time magazine wrote, “Please, General Schwarzkopf,
don't allow yourself to be sullied by the cesspool of American politics.” Another
observed, “Schwarzkopf should think on this: No one’s character, marriage or
family life is ever improved by getting into politics.”8

In his book, Honest Graft, Brooks Jackson writes, “The problem isn’t corruption;
it is more serious than that. If unprincipled buying and selling of official favors was
at fault, then the solution would be simple; honest legislators would refuse to
participate, and prosecutors or voters would deal with the rest.”

18 Time, June 3, 1991, 7.
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The root of the problem is the money-based elections and lobbying. Even the
most principled legislators find it difficult to resist the system, because if they want
to stay in office, they are almost forced to play the game. Jackson observes, “The
system doesn't require bad motives to produce bad government... America is
becoming a special-interest nation where money is displacing votes... The more
money the politicians spend, ostensibly to get supporters to the polls, the more
people just stay home.”

The Washington Post writer E.J. Dionne Jr. says the American people are weary
because “[f]or the last quarter century, American politics has been dominated by
divisive, manipulative and largely phony debates about cultural and social
issues... [The people] still believe that the purpose of politics is to solve problems
and resolve disputes, but that is exactly what politics is not doing... In fact, the
gap between what Americans want and what the nation’s leaders are doing is
becoming wide.”°

Who should pay for elections?

Would changing the source of election funding make a difference? It's a
question our forefathers didn’t need to address, since politics in the 18th century
was a gentleman’s pursuit, and candidates paid their own campaign expenses.

But early campaigns were nothing like those we know today. Gentlemen did not
run, but rather “stood” for office, and expenses were typically small. Costs were
generally limited to the printing and distribution of campaign literature, and
perhaps food and strong drink for voters on election day. But in the early 19th
century, a new political animal surfaced: professional politicians — men without
personal fortunes who not only could not pay their own campaign expenses, but
depended on their salaries as elected officials for their livelihood.?® Today’'s
politicians run the gamut from members of longtime wealthy families to those
whose only income is from the position they hold.

Especially for federal races, and in many state races, campaign expenditures
have reached numbers so large that the average American cannot relate to such
costs. To wage a winning re-election campaign, the average U.S. senator must
raise nearly $10,000 a week every week during his or her entire six-year Senate
term. For that kind of money, where else can a candidate go but to special-interest

¢ Orlando Sentinel, June 2, 1991, G-1.
20 Robert E. Mutch, Campaigns, Congress, and Courts: The Making of the Federal
Campaign Finance Law (New York: Praeger, 1988).
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groups who have mastered the art of fund-raising and are happy to share their
wealth — even if there are a few strings attached.

Of course, contributions from any source are welcome, and politicians like to be
able to point to a large number of individual contributions. Consequently, they
seize on any opportunity to add to their campaign coffers.

For example, in early 1991, during Operation Desert Storm, freshman Senator
Connie Mack (R-Fla.) sent out a letter which read, in part, “The soldiers fighting in
the gulf today are some of the finest fighting men and women our nation has ever
seen. And that's why today | need you to help me show them that the American
people are behind them 100 percent.” He wasn’t advocating displaying the
American flag or yellow ribbons, sending cookies to the Middle East or even
donating blood. The letter went on to pitch for a contribution to the senator’s re-
election campaign — a race that wasn't to be held until 1994.

We have to wonder how much of our legislators’ productivity we lose because
they are busy trying to raise money for their next campaign rather than working on
the country’s economic and social problems — which is what we ostensibly
elected them to do.

The incumbent advantage

In spite of such blatant and offensive tactics, Mack’s chances for re-election are
excellent because, though we collectively decry the deficit and a host of other
national ills, we continue to re-elect incumbents.

Surveys show that most people believe Congress as a whole is doing a less-
than-acceptable job, but they give their own representatives a higher rating. The
reason is that most lawmakers will meet the individual needs of their constituents
by attending civic events, announcing federal grants and contracts, sending out
district-wide mailings (some members of Congress spend more on mail alone in
an election year than their challengers spend on an entire campaign) and having
their staff members respond to constituent problems with government agencies.
Columnist George Will points out that Congress creates the problems its members
then help solve. He observed, “Congress creates programs, which entail
bureaucracies; then members act as ombudsmen, intervening on behalf of
grateful constituents.”?!

21 Orlando Sentinel, Oct. 3, 1991.



Chapter 2: A Government Of the People, By the People, but Not Always For the People

This is, unquestionably, the tremendous strength of the incumbent. At the same
time, those representatives are building campaign war chests from PACs and
lobbyists that are so large any sensible challenger, no matter how strong, will look
elsewhere for a job. In 1990, nearly 19 percent of candidates for the House had no
major party opposition, and 96 percent of House incumbents running for re-
election were returned to office, and all but one Senate incumbent won.

Wayne C. Anderson, chairman and CEO of Polaris Group, wonders if the rising
incumbent re-election rate is a result of declining voter turnout. He said:

When you weigh the news coming out of Washington concerning its
accomplishments and its scandals, it is easy to realize why the public is
dissatisfied with the way things are, particularly as it relates to campaign funds...
Ninety-eight percent of the incumbents [are] being re-elected as the country fails
to resolve the issues of the day, [and] the cost of winning a seat in the Congress
of the United States continues to rise faster than inflation by a factor of four.??

It seems the people who are voting are voting for the people who don’t seem to
be getting the critical jobs done — and a primary reason they aren’t getting the
critical jobs done is that they are too worried about being re-elected.

New Senators and members of Congress usually arrive in Washington full of
ideas and ideals, ready to change the world. But it's an attitude that doesn’t seem
to last long. There is a mystique that surrounds elected officials, especially in
historic Washington, and too many of them are too quick to accept the elite image
as reality. The perks and the power of being in the Congress or the Senate are
appealing and addictive. Lord Action, who wrote, “Power tends to corrupt and
absolute power corrupts absolutely,” also pointed out, “There is no worse heresy
than that the office sanctifies the holder of it.” In spite of our best hopes after each
election, the world “inside the beltway” doesn’t change.

It's interesting that the same politicians who call for a level playing field in
international relations don't find it necessary to conduct their own elections on
such terms. One simple step that would go a long way toward reducing the
incumbent advantage is to curtail congressional franking privileges for free postal
service, limiting it to correspondence dealing with constituent inquiries and
eliminating district-wide mass mailings. Such an action would also save the

22 \Wayne C. Anderson speaking before the National Association of Manufacturers Annual
Public Affairs Conference, March 25 - 28, 1990.
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taxpayers a significant amount of money. But can we expect the very people this
system benefits to take such a privilege away from themselves?

Though voter turnout in local and state elections is even lower than in national
contests, we appear to be less tolerant of governors and mayors who fail to meet
our needs and expectations.

Shortly after the 1990 elections, former Virginia governor Gerald Baliles
observed, “Itis clear from the results of the November elections, and the
comparative numbers of incumbents who were unseated, that governors are
held much more accountable by their constituents than members of Congress.”
Perhaps it is because the actions of local and state officials have a more
immediate and easily recognizable impact on our lives. We have control there,
but we do not have control in Washington.

Political action committees

In spite of growing concerns about influence-buying, the number of political
action committees (PACs) and the dollars they spend continue to grow. In
1979 - 1980, PACs contributed a total of $17.3 million to Senate campaigns and
$37.9 million to congressional races. By 1987 — 88, those numbers were up to
$45.6 million to Senate candidates and $102.3 million to congressional
contenders.

According to the Center for Responsive Politics, in 1974, 28 percent of the
House winners received 30 percent or more of their contributions from PACs. By
1986, that figure had increased to 82 percent of all House winners. In the Senate,
the percentages are slightly lower, but the increases are still there: In 1978,

17 percent of all Senate winners received 30 percent or more of the funds from
PACs; in 1986, the figure was 65 percent. And PACs clearly and openly support
candidates who support their agenda.

Though there is nothing inherently wrong with the idea of special-interest
groups, certainly there is something seriously wrong with the role they play —
through the money they raise and distribute — in American politics today. In too
many cases, money determines who shall run for office and what messages will
be conveyed to the public. And lawmakers have found themselves necessarily
obsessed with money, for they must have it if they are to remain in office. In The
Best Congress Money Can Buy, Philip M. Stern wrote, “Yet that prime determinant,
money, is a poor tool of democracy, for money is indifferent to truth and to
justice...”
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Yet, as citizens pour money into PACs, they talk about wanting elected officials
who are not influenced by such donations. In an address at Boston University,
Representative Barney Frank (D-Mass.) summed it up when he said, “We are the
only human beings in the world who are expected to take thousands of dollars
from perfect strangers on important matters and not be affected by it.”

We do not tolerate such favors being given to any official other than those we
elect. Judges, for example, are quickly disciplined at the very hint of judicial
misconduct. We are appalled at the very idea of judges accepting money or other
favors from defendants or plaintiffs, but we don't even bat an eye when legislators
do that very thing.

Though we want them to, and they claim to, be unaffected by contributions,
do elected officials remember who donates? It would seem so. In Congress
Speaks — A Survey of the 100th Congress, a report by the Center for Responsive
Politics, 20 percent of all members (Senate and House) said campaign
contributions influence votes in Congress.? One PAC director was quoted as
saying, “Do staff keep little black books of who gives? Sure they do. I've had
members [of Congress] tell me that. One senator has said, ‘I've had people
contribute to my campaign, and they get access; the others get good
government.”?* It's easy to wonder just how good that government can be if
the total voices of the constituency are not being heard because they don't
have access.

Ditferent kinds of PACs; different ways to spend

The Federal Election Commission categorizes PACs as corporate, labor, trade/
membership/health, non-connected, cooperative and corporation without stock.
The goals of corporate and labor PACs are fairly obvious: to promote the interests
of their own organization. In addition, many issue-oriented PACs that are not
connected to corporations or candidates serve a valid purpose. Such a PAC gives
its members a collective voice and provides twofold education: It explains the
issues to candidates and legislators, and lets members know the candidate’s
position.

But not all PACs have such a well-defined mission. Leadership PACs are
established by politicians in congressional and other leadership positions to aid

2 The Center for Responsive Politics, PACs on PACs (Washington, DC, 1989) 4.
24 PACs on PACs, 12.
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both the politician himself and other candidates.?® These PACs solicit contributions
from both well-heeled individuals and other PACs, where they often exert undue
pressure for funds.

When William Moore of the National Association of REALTORs® testified before
the Senate Rule Committee in 1987, he called leadership PACs “nothing more
than slush funds which allow PACs to contribute double the legal maximum to
powerful members of Congress.”? Some national leadership PACs also have
nonfederal accounts, where money outside the reach of federal monitoring and
disclosure laws is deposited and spent. Other members have chosen PACs
registered only at the state level as a way to escape federal restrictions and
disclosure requirements.

Leadership PACs have been disparagingly called “back-pocket” PACs and are
often formed under the guise of party building or issue solving. Whether or not
they actually accomplish any of these purposes is difficult to tell, since election
laws are riddled with loopholes that some politicians are only too happy to take
advantage of.

Though limits exist as to how much individuals and groups may contribute
directly to a campaign, there is no restriction on how much they may spend
independently of the campaign to further their cause. A PAC may target a
candidate either for election or defeat, and as long as they do not communicate
with the campaigns involved, they can spend as much money as they choose. In
1987 — 88, various PACs reported spending $20.8 million on independent
expenditures. Of that, $16.2 million went for campaigns promoting specific
candidates and $4.6 million was spent campaigning against candidates.?’

A major problem with independent expenditures is, of course, accountability.
Most independent expenditure campaigns attempt to degrade the opposition
while promoting their own point of view, yet the candidates themselves cannot be
held responsible for charges made by an independent organization. Any attempt
to stifle independent expenditures would likely be unconstitutional, and so far no
workable reform ideas have surfaced on the legislative front.

Nor does the spending stop after election day. It's not unusual for a campaign
to end up in debt when the election is over, nor is it unusual for a PAC to make a

25 PACs on PACs, 42.
26 PACs on PACs, 42.
27 Statistical Abstract, 1991, Table 458.
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significant contribution to a successful challenger, even after the organization
supported the incumbent, after the votes are counted. Assisting these new
senators and Congress members with campaign debt retirement is one way PACs
correct their mistake of initially backing the losing candidate — and giving
themselves access to freshmen lawmakers.

Contributions don’t necessarily have to be in cash; they can be any type of
goods or services. In-kind donations are often more visible and form a more
lasting impression in the candidate’s mind than a cash gift of comparable value.
For example, employees can be loaned to a campaign, or a PAC can agree to
fund a particular event or effort. An in-kind donation gives the PAC more control
over how their money is spent and promotes personal relationships between
campaign staffers — who often become office staffers — and PAC
representatives.

Today we might hear of such glamorous contributions as a campaign receiving
the use of a corporate jet, but in-kind donations are not new. One of the earliest in-
kind contributions in American political history occurred in 1757 when George
Washington ran for the Virginia House of Burgesses and local merchants donated
the liquor Washington used to ply the voters.?

The effect of PACs on grassroots involvement
and voter participation

The growing voter apathy is also producing a campaign-worker apathy, and the
reason can be at least partially attributed to the high-dollar donations of PACs.
PAC money buys advertising time, finances printing and postage costs, and even
pays workers to stuff envelopes and make telephone calls.

Senator Dennis DeConcini (D-Ariz.), the director of one of Arizona’s PACs, said,
“You know, we have gotten pretty lazy ourselves. We now just give the money, or
we agree to underwrite the mailing. That is what our contribution now is to this
political process. We no longer go and try to stir the interest of our employees; we
just ask them to join [the corporate PAC], because that is the political process.”?°

Though some PACs do try to generate grassroots involvement, their focus is
primarily on fund-raising — a necessity if their contributions are to have the
desired impact. PAC representatives argue that when people contribute to

28 | arry J. Sabato, PAC Power: Inside the World of Political Action Committees (New York:
W.W. Norton & Co., 1984) 93.
2 PACs on PACs, 15.
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campaigns, they are more likely to vote since they have a vested interest in the
candidate. But some elected officials disagree. When Florida Governor Lawton
Chiles was in the Senate, he said:

[PACs] tend to stifle participation and, more importantly, they become a barrier
between the member and many of his constituents, because they foster the well-
founded perception that money can be more important than the individual's
vote... To me, the result dilutes the principle of one man, one vote. This country
has worked very hard to fulfill that promise, and | think we should be watchful of
any tears from that fabric.%°

Chiles made his point even more vividly in his 1976 Senate race by limiting
contributions to $10 and refusing funds from out-of-state donors. Faced with
heavily financed Republican opposition in 1982, he raised the donor ceiling to
$100. In his 1990 race for governor, Chiles proved to the nation that winning
campaigns can be waged without vast sums of special-interest dollars: He limited
contributions to $100 per person, refused PAC money and soundly defeated his
incumbent opposition. (Of course, it must also be noted that even with limiting
contributions, Chiles raised and spent $5,246,517; his opponent, Bob Martinez,
spent $10,672,575 — more than twice as much.?! Chiles may not have spent
special-interest dollars, but he still had to spend a lot of money to wage his
campaign.)

It may be true that people who contribute to PACs are more likely to vote, but it
is also true that PACs have experienced a significant decrease in small individual
contributions.®? The feeling appears to be that since these $5 or $10 or $25
donations can’'t buy much, there’s little incentive to bother with them — and the
feeling applies to both contributors and PAC managers. There is evidence that the
attitude toward small donations has spilled over to voting.

In 1988, just 50.2 percent — barely more than half — of the voting-age
population cast their ballots for president, down from 62.8 percent in 1960. Even
fewer people took the time to vote for U.S. representatives: 44.8 percent in 1988,
down from 58.5 percent in 1960. And in non-presidential election years, the
turnout is considerably worse. In 1986, just one-third of the voting-age population

30 PACs on PACs, 16.
31 State of Florida Division of Elections, unaudited figures.
32 PACs on PACs, 17.
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voted for congressional representatives. What is going to happen when we have
an election and only the candidates bother to vote?

But to suggest that PACs be severely restricted in how they may participate in
the election process is simplistic, undesirable and treats symptoms rather than
causes. Limiting PAC campaign gifts could be considered unconstitutional and is
certainly an infringement of First Amendment rights. What's more, since
candidates are allowed to spend unrestricted amounts of personal funds on
elections, restricting PAC donations would help wealthy candidates and severely
hinder less affluent office-seekers.

Though PACs do have numerous positive aspects, campaign reform is essential
if we are to remove the control of our democratic process from the special
interests and eliminate the appearance of improper influence.

A few more comments on campaigns

While the Supreme Court has upheld limits on campaign contributions, it has
determined that restrictions on candidate spending would be a violation of the
First Amendment. Just as there is no security system a criminal can’t figure out
how to get by, there will likely never be a campaign law that has absolutely no
loopholes. Indeed, most special-interest and other types of political reform ideas
have drawbacks of some sort. Could it be the solution lies within each individual to
exercise their own sense of moral integrity and ethics?

As candidates try to get the edge on one another, the campaign process gets
longer and longer — so long, in fact, that we are thoroughly bored by the whole
thing when election day rolls around. To make things worse, most of the
candidates look and sound alike, and voters have the impression that it really
doesn’t make any difference who gets elected. After all, cold, hard reality has
proven that regardless of who is in office and what they promised on the
campaign trail, taxes will go up, spending will increase, the debt will continue to
climb and social issues will evolve on their own. Is there any wonder that voter
apathy and cynicism prevail?

The cost of campaigns raises some interesting questions about office-seekers.
The average candidate for the U.S. Senate spends more than 23 times that
position’s annual salary to get elected — a fact, according to one man interviewed
in Citizens and Politics, which proves financial irresponsibility.



Chapter 2: A Government Of the People, By the People, but Not Always For the People
]

Where do the people come in?

Indeed, we must wonder how someone whose career is being a legislator can
actually be a representative of the people. It is only natural that such career
legislators are going to be primarily concerned with keeping their jobs — a flaw in
the system unforeseen by our Founding Fathers.

Edward Crane, president of the Cato Institute in Washington, D.C., said, “What |
would like to see are legislatures in which the men and women who populate them
consider themselves to be, in essence, on a leave of absence from their real
jobs... I believe you would see a more appropriate cross-section of society
seeking and obtaining office.” During the 100th Congress, more incumbents left
the House of Representatives by death (seven) than by defeat at the polls (six).

With no way currently for capable, youthful members to move quickly into
positions of power and effectiveness, Congress should consider modeling its
seniority system after that of the military. In the various branches of the armed
forces, the number of senior personnel is limited. Career service members who
are repeatedly passed over for promotion are forced to retire, opening the way for
ambitious, qualified junior personnel to advance. The congressional equivalent
would be term limitations.

Crane observed, “The way it is now, if you want to have serious influence in
Congress, you had better plan on staying there for 15 or 20 years. A lot of good
people find that an unattractive prospect.” Supporters of term limitations claim it
would reduce the number of committees and aides, introduce younger members
with fresh ideas and cure Capitol Hill careerists of “Potomac vanity.” A CBS News
exit poll conducted on election day in 1990 revealed that 70 percent of American
voters support term limits.

Opponents argue that limiting congressional terms would actually lead to more
committees, an increased number of staffers wielding even greater power and the
loss of the critical perspective and institutional memory provided by veteran
lawmakers. To those who argue that term limitations would reduce the amount of
experienced leadership in Congress now, we can only point to the problems we
are currently experiencing and wonder just how much worse it could get.

Crane believes term limitations may be part of the solution to runaway
government spending. “If you look at the voting records of congressmen — and
this has been verified by groups ranging from the National Taxpayers Union to the
Citizens for a Sound Economy — the longer they are in office, the bigger spenders
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they become,” he said. “And this is only logical. As their network of deals,
obligations and reciprocal arrangements expands, so too does the necessity to
vote ‘aye’ on spending measures.”

Today government mirrors business and industry in shortsightedness. Unable to
see past the next election, our political leaders specialize in management by
crisis. The evidence is all around us: haphazard growth, environmental problems,
the S&L crisis, the deficit, the ongoing federal budget problems, uncontrolled
spending — the list goes on. We do not reward long-term planning, so we choose
to perpetually operate in the here and now without thought to the future.

Seniority of Members of U.S. House of Representatives*

Year | Lessthan 2 years | 2 -9 years | 10— 19 years | 20 — 29 years | 30 years or more
1977 71 207 116 33 8
1979 80 206 105 32 10
1981 77 231 96 23 8
1983 83 224 88 28 11
1985 49 237 104 34 10
1987 51 221 114 37 12
1989 39 207 139 35 13

Seniority of U.S. Senators*

Year Less than 2 years | 2 -9 years | 10 — 19 years | 20 — 29 years | 30 years or more

1977 18 41 24 12 5
1979 20 41 23 12 4
1981 19 51 17 11 2
1983 5 61 21 10 3
1985 8 56 27 7 2
1987 14 41 36 7 2
1989 23 22 43 10 2

* Consecutive years of service
[Source: Statistical Abstract of the United States, 1991, Table 441]
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Give government back to the people

In 1975, a small liberal arts college in Michigan was notified by the federal
government that as a “recipient institution,” the school must sign a compliance
form agreeing to submit information to the Department of Health, Education and
Welfare (HEW) listing the sexual and ethnic makeup of the school. Hillsdale
College had never accepted federal funds, so administrators thought the notice
was a mistake.

It wasn't.

The federal bureaucratic reasoning was that since some Hillsdale students were
financing their education in part with government loans and grants, Hillsdale was
a recipient institution and therefore subject to government control.

But let’s extend this line of thought: Millions of Americans receive Social Security
payments, food stamps, welfare, Medicare and other types of federal aid. By this
logic, every place they do business — every restaurant, every grocery store, every
dry cleaner, every ice cream shop, every department store, even the publishers of
the magazines and newspapers they buy — is a “recipient institution” and
therefore subject to government control. Indeed, the New Deal judiciary mandated
exactly this.

Hillsdale College disagreed. The school put up a brave fight, and the issue
ultimately went to the Supreme Court. Nine years later, the government won,
striking a vicious and chilling blow to academic freedom. Today, spunky Hillsdale
remains free of government intrusion by refusing to admit students who intend to
pay for any part of their college education with federal grants or loans — a sad
situation for both the school and prospective students.

But there’s more to this story. Hillsdale’s president George Roche tells it this way:

In February 1983, the Supreme Court ruled that any American college or
university was the recipient of federal funds if loans and grants were received by
a single student on its campus. The government, however, could withhold funds
only from specific departments or programs which were not in compliance with
federal regulations...

[Liberal legislators] were furious that they had not quite reduced private colleges
to unconditional surrender... They promptly whipped up the Civil Rights
Restoration Act... What the bill provides is that the government may cut all funds
to any institution that fails to fully comply with a regulation — even in one
department. It applies to any direct or indirect recipient of federal funds.
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Itis... one of the most sweeping impositions of federal power over free Americans
that has ever been seriously proposed... They may as well announce, “You take
our money, we own you.” What is especially galling about this is that “federal”
money was forcibly extracted from us in the first place. When they “give” some of
it back, it comes not with strings attached but with chains.*

There is a broad and sinister implication here of the ever-increasing power of
the government to interfere in citizens’ private affairs. And as government
meddling grows, the level of general dissatisfaction with government services is
high and rising. Governments at all levels are overwhelmed by a population
demanding more services and lower taxes. With all the best intentions (at least,
we like to think their intentions were good), the federal government has interfered
far too deeply in matters that should be under state and local control. This creates
unnecessary layers of bureaucracy, additional expense, and contributes to the
general feeling that individuals can’'t make a difference. It also removes the
incentive for private-sector action.

When our government was formed, it was based on the concept that issues
should be handled at the lowest possible electoral proximate. For example, the
federal government doesn’t need to make educational decisions that can be more
efficiently handled by local school boards. Certainly the state doesn’t need to get
involved in city or county animal control or nuisance-type ordinances. On the other
hand, we do need the federal government for such functions as establishing and
managing a common currency and maintaining a strong national defense system
or a unified international policy.

But the feds seem determined to meddle in issues that should not — and, in
fact, do not — concern them, issues that should be managed and controlled by
local and state governments.

Going beyond the fact that the Constitution was not designed to produce a
strong central government, such a system in a nation as geographically, socially,
economically and environmentally diverse as ours just simply isn’t practical.
Whatever the issue, jurisdiction should be coterminous with the body of population
affected by those decisions.

Using the economy as an example, it is clear that any given government action
will usually influence only one geographic region. A hard freeze in Florida that
severely damages citrus has absolutely no impact on a weevil attack on cotton in

%3 Roche 11 - 12.
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Oklahoma, so an aid program designed to help farmers in one area won'’t be
structured to do anything for the farmers in the other. A nationally based policy is
powerless to exercise its jurisdiction in a manner which is regionally productive.

When it comes to providing businesses with incentives to add workers, a federal
corporate tax rebate for job creation is equally ineffective. There is no way a piece
of federal legislation can be tailored to meet the needs of individual communities,
and it is likely that too many companies who don’t need such a rebate will take
advantage of it, while those who could use it will not. We support more effective
methods such as the enterprise zone program, which is in place in a number of
states, where state taxes are rebated for employment efforts and other local
activities affecting designated economically disadvantaged areas.

The solution is to move taxing, spending and decision-making to the absolute
lowest possible common denominator, where the best possible courses of action
can be chosen for the affected group. Only then can the federal government be
able to reduce spending and lower taxes. State and local governments may be
forced to increase taxes to accommodate their increased level of responsibility for
services, but the overall tax bill for the individual will be lower, with greater local
control.

Our point is not that the federal government is not legally entitled to meddle. The
aftermath of the New Deal and the Supreme Court decisions which permitted that
legislation was exactly that — a permit for the federal government to deal with
state and local issues that had broad-scale concern. The economic evils the New
Deal felt compelled to address, the social evils which the New Frontier and the
Great Society engaged in battle — all needed substantial centralization of
jurisdiction on a federal level. Legal history has given the federal government the
right to travel deep into the nooks and crannies of the smallest municipality’s
streets and alleys.

What must be addressed is the long-term implication of what this nationalistic
expansion has done to our country. Any benefits which have been achieved on
economic and social levels must be measured against the consequences of that
intrusion in terms of the social consciousness and self-concept of the people
being governed. Within this context, the story of Hillsdale College is simply the
institutional challenge on a very small level that we must now confront on a larger,
societal level.
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The difference hetween funding and providing

Just because government funds a service, it doesn’t need to provide it. We
discuss the concept of privatization in greater detail in chapter five as it relates to
education, but the principles are the same regardless of the service involved.

Itis ludicrous that a country whose major strength lies in the free enterprise
system should turn away from that system when it comes to government services.
But the issue of power plays a tremendous role in the decision-making process of
bureaucrats. Privatization reduces the number of civil service employees; the
money saved reduces budgets; and the bureaucrats see themselves losing their
power base.

Even where privatization is theoretically in place, government agencies seem to
be determined to make bidding on and winning contracts as difficult as possible.
Carol Lotspeich of the environmental consulting firm Lotspeich and Associates
prefers to subcontract rather than deal with the government directly. Even though
as a woman-owned business she would likely qualify for contracts, she says the
paperwork involved takes all the profit out of them for a small operation like hers.
She estimates that she would need an additional full-time staff person simply to
deal with the paperwork of qualifying and bidding, with no guarantee of a contract.

Part of the paperwork is the military specifications — special descriptions of
everything the military needs. A hammer from the local hardware store isn't good
enough for our troops — it has to be a “manually powered fastener-driving impact
device.” Some descriptions are astoundingly absurd in their length. In
Doublespeak, William Lutz says the specs for T-shirts takes 24 pages; 15 pages
for chewing gum; 17 pages for Worcestershire sauce; a “trap, mouse” takes
22 pages; and a “whistle, plastic” spans 16 sheets of paper. We might laugh at
calling a zipper an “interlocking slide fastener,” but where, truly, is the humor?

In spite of all the federal challenges, communities across the country are
experiencing remarkable success with privatization. When Phoenix, Ariz., divided
itself into five districts and put garbage-collection services out for bids, the city
agency was allowed to compete but initially lost contracts. It won them back after
cutting costs 25 percent.

Privatization of many government activities typically reduces costs by 20 to
50 percent.®®

34 Newsweek, July 1, 1991, 31.
35 “How Rising Tax Burdens Can Produce Recession,” Policy Analysis, Cato Institute,

Feb. 21, 1991, 16.
—
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The case against federal income tax

We have come to accept income taxes as a fact of life, but less than 100 years
ago, when Congress passed the first-ever peacetime income tax in 1894, the
Supreme Court declared it unconstitutional. Federal legislators, however, couldn’t
keep their hands out of citizens’ wallets: In 1909, Congress sent a constitutional
amendment that would allow federal income tax to the states for ratification. The
implications of the language of that amendment were — and are — frightening:

“The Congress shall have power to lay and collect taxes on incomes, from
whatever source derived, without apportionment among the several States, and
without regard to any census of enumeration.”

New York and Massachusetts rejected the amendment, but it was supported by
smaller states and ratified in 1913. Congress was quick to pass implementing
legislation.

According to the New York Times, the new income tax established a “rock of
credit from which abundant streams of revenue will flow whenever Congress
chooses to smite it... We may be sure that it will be smitten hard and always
harder, until the national conscience, if there is such a thing, revolts against the
inequality and injustice of such a plan of taxation.”

We don’t know what happened to the national conscience, but we do believe
that there is no more damaging a form of taxation than one that penalizes
productivity and thrift. The process is extremely discouraging: Work harder, earn
more money, pay more taxes; save money, invest it in an interest-bearing vehicle,
pay more taxes. Until the Tax Reform Act of 1986 phased out the interest
deduction on personal credit, it appeared more practical to charge (and develop
the habit of instant gratification) than to save, since interest paid on a credit card
was deductible and interest earned on a savings account was taxed.

Our present federal income tax system is a demoralizing nightmare for most
Americans. Bureaucrats have the unbelievable audacity to treat the personal
income of Americans as the property of the state, and they benevolently allow us
to keep some of it. Complicated regulations and a variety of loopholes encourage
otherwise honest people to cheat. Worse, it invades our privacy, forcing us to
report the most intimate details of our lives.

Author James L. Payne said:

There are now, for example, some 81 specific types of personal financial
information that third parties are forced to report to the IRS. And in a little more
|
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than a decade, the number of IRS penalties has doubled. The number of liens it
has filed against taxpayer property has tripled. The number of levies to seize
taxpayer assets has quadrupled. In 1989 alone, there were 2.3 million of

these levies.

“The federal tax code itself has become impossibly complex, due to constantly
changing reporting requirements. A recent national accounting firm study
revealed that businesses and individuals spent over five billion hours on federal
tax compliance activities in a single year. That is the equivalent of hiring

2.7 million people working full time on tax compliance! The cost to the American
economy in terms of mere added labor is staggering.3®

Beyond the practical aspects is the moral issue, and George Roche says it
simply: “Where justice says you are entitled to the fruits of your labor, the income
tax takes a large and unearned cut for the state, by force. Where justice says, ‘To
each his own,” Treasury says, ‘Oh, no you don't — we get ours first.”%’

The Internal Revenue Service is the most feared government agency in the
United States — an agency whose policies directly contradict our constitutional
principles. The “innocent until proven guilty” platform of our judicial system
doesn't apply to the IRS, which can attach wages and confiscate property at
will — and often does so with terrifying zeal.

The thousands of documented horror stories of lives ruined by the IRS, of
taxpayers erroneously accused and hounded, have reduced otherwise self-
confident, law-abiding citizens to a collective quivering mass when faced with the
prospect of an audit or a jeopardy assessment. In a socialist society, this would
be unacceptable; in a democracy, it is intolerable.

There is a far better way to finance our government: Use taxes, which can be in
the form of value-added taxes, excise taxes or sales taxes. A value-added tax
means that each time value is added to a product, the manufacturer adds an
appropriate tax. Raw materials are taxed lightly; it is only as they are refined and
gain value that taxes are imposed. Excise taxes are added to products prior to
their sale, and are often referred to as “sin taxes,” since we primarily apply them to
liquor and tobacco products. Sales taxes are by far the simplest to manage. At the
point of sale, the tax is added and collected, then forwarded to the government.

%6 James L. Payne, remarks presented at the Shavano Institute for National Leadership
seminar, “Political Reform in the 1990s,” Jan. 16 — 17, 1991. Published in Imprimis,
May 1991.

37 Roche 143.
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A national sales tax instead of the federal income tax would equalize the
disparity that currently exists between some wealthy taxpayers and people in
lower income brackets. It would make it more difficult for criminals to enjoy their
illegal incomes without paying their fair share in taxes. The so-called underground
economy, where people are paid in cash to avoid taxes, would be largely
eliminated, and the often-controversial tax-exempt status of churches would
become a nonissue. A national sales tax would reduce the accounting burden on
businesses, who must now spend time calculating and processing federal income
tax withholding. It would certainly reduce the bureaucracy of the Internal Revenue
Service (one estimate is that a national sales tax could be administered by an IRS
just 5 percent of its current size), and eliminate the annual nightmare of filing an
income tax return. Essentially, user taxes would reward productivity and savings,
whereas income taxes penalize successes in those areas.

To the argument that government needs a stable source of income largely
unaffected by economic cycles, we say this: When revenues are down in the
private business sector, operations are streamlined to reduce costs and
alternative markets are developed. When individuals suffer income reductions, the
cut out luxuries, look for second jobs and make do. Is there any reason why the
government can't operate like the rest of the country does?

Necessary items, such as food and medicine, could be exempt from a national
sales tax. The tax rate should graduate based on the value of the item, with a
higher rate being charged for luxuries, which would provide a necessary safety
net for the very poor.

We want to make it very clear that we are advocating replacing federal income
tax with a federal use tax in the form of a sales tax, which means repealing the
Sixteenth Amendment. All too often, replacement revenue sources are proposed,
and adopted, but the original tax is never removed, and the total tax liability
rises — something we strongly oppose.

Of course, there is one drawback: A simple sales tax would seriously damage
the thriving industry of tax preparers that has sprung up in response to
increasingly complicated IRS requirements. We think our economy can stand it.

The government/husiness relationship

A government cannot provide prosperity for its people; they must do that for
themselves, and they do it through business. Though we speak grandly of our free
enterprise system and sing the praises of capitalism, the truth is government has
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interfered with business far more than is appropriate or necessary. Each
additional regulation cuts into profits, adds to the ultimate cost of goods, expands
the federal bureaucracy and inhibits growth, expansion and innovation.

In all fairness to government, it must be noted that businesses themselves often
initiate regulations. But, as international consultant Kenichi Ohmae observed,
“[S]uccessful companies spend time in conversation, in close touch with what is
going on in the marketplace. Unsuccessful companies run to Washington or
Brussels or Kasumizaseki (the district in Tokyo where all the Japanese
governmental agencies are located).”®

So-called protectionist laws create the equivalent of a welfare state for business
and, says author Paul Weaver, “[c]orporate welfare in a competitive world is a
recipe... for economic decline and collapse. Protecting and subsidizing
corporations is a way of making them weak, irresolute, uncompetitive.”° Weaver
goes on to suggest that business leaders “reach back and revive an older
concept of the corporation that is built on the bedrock of individual rights,
competitive markets and limited government.”#°

When the federal government can’t manage to balance its own budget, should it
be telling American companies how to run their businesses? After George
McGovern'’s venture into the restaurant business went bankrupt, he was quoted as
saying he had no idea how difficult it was to meet all the regulatory requirements
of running a restaurant and that a stronger business knowledge “would have
made me a better U.S. senator and a more understanding presidential candidate.”
Yet as a legislator, he certainly had his hand in creating those requirements, and
as a presidential contender, he fought fiercely to socialize whole segments of
regulation. Now he says, “We intuitively know that to create job opportunities, we
need entrepreneurs who will risk their capital against an expected payoff. Too
often, however, public policy does not consider whether we are choking off those
opportunities.”

At the same time Congress is liberally meddling in business operations, it has
exempted itself from employment discrimination laws, conflict-of-interest laws, and
wage and hour laws, along with provisions of the Freedom of Information Act, the
Government in the Sunshine Act and the Privacy Act. When legislators do not

3% Kenichi Ohmae, The Borderless World (Harper Business, 1990) 103.

% Paul H. Weaver, The Suicidal Corporation: How Big Business Fails America (New York:
Simon & Schuster, 1988) 20.

40 Weaver 21.
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have to live under the legal regimes they enact, they are not fully representative of
the people and cannot fully evaluate the ramifications of the laws they pass.

Forcing Congress to exist under their own laws would likely cause a mad
scramble for the repeal of major amounts of legislation. It would also go a long
way toward moving Congress out of the business of trying to manage American’s
businesses.

Kevin J. Price, executive director of the Free Enterprise Education Center, said
government should serve as a “rule-maker and umpire to protect property and
freedom... to promote competition... [and to] settle disputes resulting from
conflicting interpretations of the rules.”*

Empowered individuals mean a powerful nation

There’s something very ironic in the fact that a nation which rose to superpower
status on the strength of its system of government could lose that status because
of that very same government. This is not to say that the American Experiment has
failed; indeed, we believe it has been a rousing success. The problem has
occurred as we have moved farther and farther away from the original concept of
the Founding Fathers, from a government designed to serve the people to one
that makes increasing demands on its citizens, from legislators proud to do their
civic duty and return to private life to career politicians whose goals are to forever
feast at the public trough, from citizens who cared enough to revolt under
oppression to citizens who feel powerless to effect any change at all.

But even though they may feel ineffective, most Americans are fiercely proud of
their communities and the nation, and they want to see positive change.*> Many
claim they have not permanently walked away from politics, but are refraining from
participating until they believe they can make a difference.*® But without their
efforts, the changes they desire will not happen.

It's time for another American Revolution, for citizens to rise up and take back
their government. We’ll discuss what needs to be done in more detail later, but
first we will look at the institutions that most vividly reflect the American Dream.

41 Kevin J. Price, executive director, Free Enterprise Education Center, addressing the
Rotary International and the Rotary Club of Warsaw City, Warsaw, Poland, May 12, 1991.

42 Citizens and Politics, 34.

43 Citizens and Politics, 37.



GHAPTER 3

American Business:
The Struggle for Independence Continues

‘I cannot say that I am in the slightest degree
impressed by your bigness, or your material resources,
as such. Size is not grandeur, and territory does not
make a nation. The great issue, about which hangs
true sublimity, and the terror of overbanging fate,
is what are you going to do with all these things?”

Thomas Henry Huxley, address delivered at the formal opening
of Johns Hopkins University, Baltimore, Maryland, September 12, 1876
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n a free enterprise system, business is the vehicle by which individuals produce
I income through the process of providing goods and services in exchange for
financial compensation. From its most simple to most complex incarnation,
business allows the opportunity to assert personal responsibility.

The concept is basic enough. You work, you earn money and therefore you
have a share of the mechanism we use to acquire material goods. If you do not
work, you do not earn money.

If you have money, you are able to purchase food, shelter, other necessities
and varying amounts of luxuries. If you do not have money, you cannot purchase
these items; you either do without or you depend on someone else to provide
them for you.

Personal responsibility through work is manifested in three primary ways. The
first is income, the actual dollars earned.

The second way is the lifestyle that is produced by way of what we do to
generate income. For example, it's entirely possible for someone who sells
computers, a Teamster truck driver, an established store owner and a newly
practicing physician to have incomes in the same general range, yet it's probable
that their lifestyles will be distinctly different.

Third is the degree of personal satisfaction we gain from the work itself.

What a concept! But this is nothing new: The idea of demonstrating personal
responsibility through work is as old as time itself. We call it the work ethic.

The tragic paradox in the United States is that our present society is not
structured to accommodate the assertion of personal responsibility through work.
If you work and earn money, you are required to pay taxes to support those who
do not. If you do not work, you can live in government-subsidized housing and
receive welfare checks and food stamps.

Of course, this is a generalization; there are responsible people who turn to
welfare for temporary assistance during hard times, and some people take
advantage of government programs to pull themselves out of the welfare/poverty
cycle — but these people are in the minority.

The more common products of the system are more like a young Louisiana
woman who found herself pregnant a few years ago. Both she and her husband
were unemployed, but the timing to have a baby was perfect, she said, because
the state would pay for everything. Had she or her husband been working, they
would have been forced to pay for at least a portion of her prenatal care and
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hospital bill. After the baby was born, when their unemployment benefits were
exhausted, the new parents found jobs.

The system clearly provided this couple with a disincentive to work. Worse, they
had no qualms about accepting goods and services without making a
corresponding contribution to the community that was providing them.

This attitude is not restricted to the unemployed. Dependence has invaded our
society like a virus, undermining the confidence of our people and inhibiting our
ability to compete in an increasingly sophisticated global market. It is a vicious
cycle in a downward spiral: The more entitlements we receive, the more
entittements we expect. And like a child who doesn’t care whether the cookies
come from Grandma or Auntie, many Americans indiscriminately take their
demands to whatever entity they believe may provide them.

And each time a new demand is met, with every new entitlement, our sense of
pride and self-respect deteriorates a little more.

The damage to business, industry and the overall economic status of our
country is serious, but not irreversible. The virus infecting the United States is a
20th-century phenomenon, and it can be cured with 21st-century necessity.

But first, the historical perspective

During the 15th, 16th and 17th centuries, as the world was being explored and
colonized, some adventurous individuals cared more for the process of discovery
than they did money. But for the governments and investors who financed the
expeditions, compelling, of course, was the anticipation of profits.

England’s American colonies, for example, were expected to provide cheap raw
materials to the mother country, from which they would also purchase finished
goods. The colonies were not allowed to manufacture products, nor were they
allowed to purchase them from a third country.

It was a pretty good deal for England; not so good for the American colonies.
The rising commercial class of merchants and bankers in the colonies soon
became disenchanted with the system. Author and political economist Robert B.
Reich points out that though there were many reasons why the American colonists
sought independence from England, “had they been able to develop their own
economies uninhibited by England’s mercantilist demands, the separation would
have occurred much later, and probably more peacefully.”

1 Robert B. Reich, The Work of Nations (New York: Alfred A. Knopf, 1991) 15.
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The years following the American Revolution were spent establishing an
economic identity for the United States and building trade relationships with other
countries. Once these goals were accomplished, the momentum picked up.

The period of the late 1800s and early 1900s was a time of national expansion
and monetary growth, and the national economy represented the nation’s strength
and determination. High-volume manufacturing drew people from the rural areas
into the cities, where a more dense population helped promote the idea of
nationalism. We were making more products than we could consume, so sales to
other countries became essential. We found markets for our goods around the
world, which further enhanced our economic position and, accordingly, made us
more powerful.

Even though we were competing quite successfully in the international
marketplace, Americans operated their businesses in a unique manner. In Europe
and Japan, various bureaucratic trade restraints had been accepted for centuries.
By contrast, Americans believed in limiting governmental authority, which meant
the syndicates, cartels and large consolidations so common elsewhere were
virtually unheard of here. When U.S. companies began discovering cooperative
methods to reduce domestic competition and maintain price levels, public
reaction resulted in the Sherman Antitrust Act of 1890. Price-fixing, monopolies
and market-dividing agreements were outlawed.

The same American ingenuity that had been responsible for countless social,
economic and technological advances over the years was also able to
circumvent, to a significant degree, the Sherman Antitrust Act. If separate,
individual companies weren’t allowed to agree with one another on prices and
markets, they would merge into corporations whose component parts could
legally do just that. The solution was America’s first great merger boom, which
began in the early 1890s until 1904.

The names of some of these fledging conglomerates will sound familiar even
today: American Can, American Telephone & Telegraph (now better known as
AT&T), American Tobacco, DuPont, General Electric, General Motors, Standard
Oil and International Harvester. In 1901, United States Steel Corp. (how USX
Corp.) became the largest corporation in the world by consolidating most of the
existing steel companies in the United States, controlling about 75 percent of the
country’s steel output — not exactly what Senator John Sherman had in mind. It
wasn't the first time, nor would it be the last, that well-intended legislation
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backfired. Of course, not every corporation that formed as a result of the Sherman
Antitrust Act is still operating, but clearly lawmakers’ efforts to protect the public
provided the catalyst to create some of the world’s largest corporations.

Large corporations thrived in America during most of the 20th century, aided
significantly by the devastation of other countries during both World Wars.
Ultimately, American companies became synonymous with American lifestyle and
values (remember the “baseball, apple pie and Chevrolet” jingle?). In 1925,
President Calvin Coolidge said, “After all, the chief business of the American
people is business.” (His statement is usually misquoted as: “The business of
America is business.”)

During hearings before the Committee on Armed Services in 1953, Charles
E. Wilson, the former president of General Motors who was about to become
secretary of defense, said, “For years | thought what was good for our country
was good for General Motors, and vice versa. The difference did not exist.” (This
statement is often misquoted as: “What’'s good for General Motors is good for
the country.”)

Setting aside our penchant for inaccurate quotations — the altered versions do,
after all, have a bit more pizzazz — the spirit is apparent: We define ourselves
largely by our income-producing structures and the extent to which those
structures allow us to exercise personal responsibility.

The small-business answer

The issue of personal responsibility was ignored by the corporate structure that
developed in the first two-thirds of the 20th century. Production was high, markets
were strong and workers at all levels were plentiful, loyal, dedicated — and
apparently willing to accept a paternalistic employer. The government was busy
developing socialist policies “for the good of the people,” giving away more and
more. When it could no longer afford to pay for programs, lawmakers created
legislation to force business to absorb the slack. The people didn’t have to do
anything but take. But just as economics played in the colonies’ decision to
declare independence from England, economics is how influencing major
changes in America’s business structure.

Top-down, multilayered hierarchies no longer work. In fact, we don't believe
they ever really worked; they survived because two World Wars limited
competition from other countries. They are awkward, clumsy and do not provide
atmospheres conducive to maximizing productivity and fully developing human
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resources. But until the economic recoveries of Europe and Japan introduced us
to an unfamiliar level of international competition, we didn’t realize our corporate
structure was really a burdensome dinosaur.

It is this recognition that is fueling the explosive growth and enormous vitality of
the small-business sector. Within small businesses, both for owners and
employees, is the opportunity to satisfy the inborn basic need of asserting
personal responsibility. In an attempt to capitalize on this fact, some large
corporations have flattened out their organizational charts and developed
relatively autonomous “intrapreneurial” units within their operations.

The problem is that the people exercising any significant amount of personal
responsibility represent a small minority of our population. Far greater numbers
of people say the right things but don't follow up with action. Seminars on
productivity, managing the worker of tomorrow, quality, entrepreneurism and
dealing with social issues are packed with eager listeners. Books on the same
topics are abundant. With all of this knowledge available, we should live in
a utopia.

But we don't.

For people who have never really experienced the idea of personal
responsibility, who grew up in the post-New Deal days of generous government
provisions (and equally generous taxes), dependence is a habit that will be
difficult to break. It's much easier to let someone else worry about a problem, to
believe that one individual is totally insignificant and therefore doesn’t need to
attempt anything, than it is to take charge and take action.

Even so, the atmosphere of small business (whether an actual small business or
a division of a larger entity) provides fertile ground for the growth of personal
responsibility. Both business owners and employees, corporate managers and
line workers can build mutually supportive relationships based on results rather
than entitlements. All that's really needed is a sensitivity to the needs of the
company and the individuals who drive it — a sensitivity that comes naturally with
the acceptance of responsibility.

Responsibility will help another American business prohblem

Just as our politicians rarely seem to be able to look beyond the next election,
so do many of our business leaders appear unable to see beyond the next
quarterly report. The root of this problem is based in the fact that the men and
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women who run our major corporations do not own them; the companies are
actually owned by hundreds or thousands of faceless individual stockholders and
investment groups. Since a significant percentage of all stock purchases are held
for less than six months, those legal owners of corporate America are transient
investors with no sustained interest in the fortunes of the companies named on
their stock certificates.? What is important to them is the movement of the stock,
not the profitability of the business, because it is the former that determines how
much money they will make. In the American financial markets, selfishness has
replaced responsibility. The quest for immediate profits without regard for the
future governs most decisions.

Very often executive compensation is tied to current corporate profitability,
which appears to make sense until you consider situations where short-term
profits need to be sacrificed for long-term gain. When executives and managers at
all levels are evaluated and rewarded based on monthly, quarterly or annual
profitability, they will naturally focus on short-term cost reduction rather than long-
term technological competitiveness.

This attitude forces publicly held companies to look for immediately profitable,
low-risk business, which seriously reduces participation in areas where the
research, development and production processes are lengthy and technologically
complex. Consequently, American-based companies more likely to attempt to
bolster profits through financial restructuring rather than product innovation. (In
the film Pretty Woman, as Vivian tried to understand what Edward did for a living,
she said, “You don’t make anything, and you don’t build anything. What do you do
with the companies once you buy them?” When Edward explained that he broke
his acquisitions up into pieces and sold them, Vivian observed, “So it’s sort of like
stealing cars and selling off the parts, right?”)

These companies typically shy away from market segments with low near-term
profit margins, even though there may be high growth potential. Steven J. Ross,
chairman and co-CEO of Time Warner, Inc., said:

The American financial community has a serious problem with [the long term]. It
cannot comprehend a venture that may not increase its profits in one quarter or
that may even earn a lesser profit than in the previous quarter, regardless of the
reason. It's unfortunate but true that the American financial community is locked
into short-term, quarterly earnings progressions. This focus does not allow for

2 Andrew Hacker, The End of the American Era (New York: Antheneum, 1970) 40.
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long-term objectives, and it must change if American companies are going to
successfully pursue global strategies.

The Wall Street Journal quoted the American president of Material Research as
saying that after Sony bought the company he finally felt free to pursue long-term
research: “I'm no longer concerned with quarterly profits. | can think of projects
that take two years. It's a wonderful way to live.”

When Genentech, America’s largest biotechnology company, was sold to
Switzerland’s Roche Holdings Ltd., its president said, “We have so much we
want to do. The quarterly pressures of the stock market, though real and
understandable, inevitably inhibit the brain trust here on this 30 acres.”™

For evidence of the economic damage this concentration on short-term gains is
causing, one only has to look at the wide range of consumer and business
electronics Americans purchase from Japan. Japanese firms are obviously willing
to enter new markets with long-term results in mind, and the philosophy has
worked well for them. They establish their foothold when production costs are high
and profits are low; when costs decline and profits increase, they are firmly
entrenched in the market.

But in addition to the sacrifice of near-term profits, such policies usually entail
higher risks to shareholders. Americans like get-rich-quick schemes with a large
degree of certainty — not long-term gambles.

Further proof of the American preference toward short-term profits is evidenced
by the amount of money put into capital investment and non-defense research
and development. The United States has consistently fallen behind Japan and
West Germany in both areas.

But the problem appears to be largely confined within the borders of the United
States. According to the National Science Foundation, between 1986 and 1987
American-owned corporations increased their overseas spending on research
and development by 33 percent, yet the increase in the United States was only
6 percent. It's an interesting paradox that though the United States still leads the
world in the quality and results produced by our research — in spite of the fact
that we are willing to devote fewer dollars to such work — we lag behind foreign
competitors in the commercial exploitation of inventions and discoveries. This
goes back to our shortsightedness: Companies are reluctant to invest in the

3 Reich 151.
4 Reich 123.
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necessary R&D and personnel training to maintain market shares and at the same
time develop new ideas; it's too risky and the payoff is too long-term.

In their eternal quest for the quick buck (let's define that as quality results), too
many large companies have forgotten how to invent. They buy and sell other
businesses and copy other products, but they don’t develop products that are
truly better than what's on the market now. This goes beyond large-scale, high-
tech development projects to products used every day by most people, like hair
dryers and coffeepots. With few exceptions, large companies are more concerned
with playing a game of “me-too” with other large companies. They lack a sense of
innovation, and they don’t seem to be particularly concerned with the needs and
desires of the buying public.

Such was the case when Mickey Schulhof, vice chairman of Sony USA in the
1970s, helped develop the idea of compact discs. Music industry executives were
more interested in protecting their investment in long-playing record technology
than they were in developing a market for a new product with superior sound
quality. Records and tapes had a proven track record, millions of people owned
the playing equipment, and there was no apparent reason to risk any money on a
new technology.

Fortunately, Schulhof had the wherewithal and determination to find another
route to bring CDs to the public; he introduced them to top musicians. The
recording stars’ enthusiasm prompted industry execs to re-examine the idea —
and the rest is extremely profitable history. Though this is an ultimate success
story, it is also a vivid demonstration of the attitudes that inhibit creativity by
focusing on the short-term. It also makes you wonder how many other worthwhile
products have never made it to the marketplace because companies preferred to
minimize their risks.

The decline of economic self-esteem

The gradual abdication of personal responsibility has led to a diminished sense
of national economic self-esteem. We have attempted to cover this up with
bravado, gimmicks and slogans, but the real consequences are serious: a decline
in global position and domestic productivity.

Americans must accept the reality of their individual contribution to overall U.S.
economic strength, along with the benefits and responsibilities that accompany
that strength. A primary method for accomplishing that lies with developing a
greater enthusiasm for participating in the world marketplace.
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We’'ve heard about the coming global village for years, but too many Americans
have opted to ignore these forecasts. Instead, they've chosen to remain locked
into parochial attitudes, doing nothing, knowing in their minds that we can never
go back, but convinced in their hearts that somehow things will turn out all right —
someone, somewhere, will take care of it.

Common sense exposes the flaws in their reasoning.

Following World War Il, we enjoyed a tremendous domestic market. Americans
had endured years of deprivation; they had money, wanted to spend it and were
willing to buy just about anything the factories produced. Other nations were also
a tremendous source of profits as war-torn countries turned to the United States
for both consumer necessities and the raw materials needed to rebuild their
factories and infrastructures. We were happy to sell goods to them, but we never
bothered to learn how to market to them.

In the 25 years following World War Il, American companies were, for all
practical purposes, the only players on the field. When other countries started
sending in their own teams, the game shifted to one we didn’t know how to play.

Americans now have less discretionary income than in recent history, while
consumers in other countries have increased their purchasing power. And having
recovered from the war, other countries are introducing new ideas and producing
products — which means more competition for so-called American goods. No
business can automatically assume a market, whether domestic or international,
they must develop plans that will create a desire for their goods in various
specifically targeted markets.

The growing economies of other countries should not be seen as a threat to
American stability and profitability; quite the contrary, Europe and Asia have
provided the United States and other countries with a new and expanding market
for a variety of products. Since the United States makes up a mere 5 percent of
the world’s population, it's a narrow-minded company indeed that does not look
outward for additional customers. The key is in developing, producing and
marketing products these consumers will buy — and the problem is that true
global competition is a new experience for most American business leaders.

Putting an end to isolationism

When a Japan-based company comes to America, it hires American marketing
consultants and American advertising and public relations agencies to develop an
understanding of what will sell in the United States and the best methods for
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achieving their sales goals. In other words, they market in America by American
standards.

American-based businesses must do the same in Europe, Asia and any other
foreign market they target. It's foolish to ship a few containers of clothing, or tools,
or appliances and expect those items to sell themselves; indeed, we don’t expect
this, but we're still not properly devoting ourselves to learning the dynamics of
overseas markets. Companies that compete successfully on a global level must
develop a more acute sense of global market sophistication.

But as the markets of other countries expand in purchasing power and become
lucrative opportunities, many Americans find themselves at a disadvantage: We
simply do not have the understanding of foreign cultures necessary to conduct
business in those environments, we often don't speak other languages and we all
too frequently operate on the assumption that the American way is the only way —
or at least the best way. Andrew Hacker writes, “Our geographic isolation, our
internal homogeneity, and our conviction of moral superiority ill-equip us to
comprehend what motivates people unlike ourselves.”®

This superior and isolationist perspective has been an economic handicap that
has steadily worsened since the end of the Vietnam War, and has only recently
shown signs of reversing itself. The United States has not experienced the
maximum benefit from operating fully in an international market, and because too
many Americans tend not to be aggressive international players, our awareness of
what foreign competitors are doing in terms of product development and
technological innovation has been limited.

In chapter one, we discussed the general characteristics of countries on the
ascent and in decline. Ascending countries enjoy a strong momentum propelling
economic development outward; declining countries withdraw from world trade
and disdain learning and understanding other cultures.

This is where the doomsayers developed their forecasts of America in decline.
During the 1970s and for a large portion of the '80s we were in a state of
withdrawal. We were like an insecure child faced with unfamiliar players who
appeared to be more skilled: We took our marbles and went home — and were
promptly invaded by foreign competitors who were outflanking us initially on every
front. It didn’t take long for us to realize that our self-imposed isolation wasn't
going to protect us from competition. We have gathered up our marbles and some

5 Hacker 222.
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other toys, and headed out to play again, willing — even if not adequately
prepared — to meet and compete with new players on both neutral and their
own turfs.

Do corporations hold citizenship papers?

Much is made in the media of foreigners — especially the Japanese — “buying
up America.” That plenty of foreigners invest in the United States is certainly true,
but we are in no danger of becoming a Japanese territory. In fact, the U.S. trade
deficit with Japan is less than 1 percent of the nation’s $5.7 trillion economy —
and not much more than our deficit with China.®

Europeans have five times the stake in U.S. plants and equipment that the
Japanese have. From 1978 to 1987, Britain bought nearly seven times the number
of U.S. businesses that Japan did, and Canada more than four times as many.’

We must also remember that during the 1970s, the tremendous amount of
Arab money invested in American real estate received a great deal of media
attention — similar to the play Japan gets today. The Arabs haven't sold off
those assets, but we’re not concerned anymore about becoming an Arab state.
No matter who owns a given building in Los Angeles or New York or Dayton, that
building isn’t going anywhere; it's going to stay right here in the United States and
provide us with offices or warehouses or whatever.

The motives of investors should also be considered: They invest their money to
make more money (it's a rare investor that does otherwise). The typical foreign
investor is looking for long-term gain and growth, as opposed to the average
American investor who seeks to make a quick profit on the short swing in the stock
market. Certainly it can be interpreted as a sign of strength that so many foreign
investors find the United States an attractive place to put their money — and they
couldn’t buy American-based assets if the present owners were not putting those
assets up for sale.

We must also remember that there is more to a company than land, buildings
and equipment. There are employees, customers and the company’s reputation.
A foreign investor — or anyone, for that matter — can never own employees,
customers and reputation. They can maintain employees so long as those workers
are treated fairly and compensated appropriately. Customers will stay so long as

6U.S. News & World Report, March 2, 1992, 18.
7 John Naisbett, Megatrends 2000 (New York: William Morrow & Co., 1990) 37.
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product quality and prices remain competitive. And reputations hinge on overall
corporate behavior.

If a foreign investor buys all or part of an American company, it is in their own
best interest to maintain and enhance the organization. That means American jobs
that pay wages spent in the community. It means capital investment, also good for
the local economy.

The reality is that investing in a foreign business is not like buying a pair of
shoes that you take home. Land can’t be moved. Even manufacturing businesses
have a tremendous intangible value that any wise investor is interested in
protecting.

And though foreign-based corporations are buying some of our popular
entertainment companies, they are not about to attempt to replace our culture with
their own. Rather, they will make money by selling American culture to other
places. When it comes to television and film rights, we sell an estimated 25 times
more than we buy.® People in other countries want to see American movies, and
they want to watch American television shows, and they will spend money to do it.
It makes sense that foreign investors will attempt to capitalize on that.

Particularly in the case of publicly owned companies, the nationality of
ownership has become an irrelevant concept. At any point, the stock can be sold
to someone of a different nationality without changing the fundamental identity of
the company. That Ford now owns Jaguar has not changed our perception that
Jaguar is a British-based luxury automobile manufacturer. (In this context, we
have chosen not to address corporate nationality with regard to private companies
because there are relatively few large, economically powerful, multinational
corporations that are privately owned.)

In addition, though some countries have a nasty habit of nationalizing foreign
investments, such is not the case in the United States. Instead, says author Ben
J. Wattenberg, we nationalize the investors. He writes, “Foreigners put their money
here. Then they come over here to oversee their investments, or send their sons,
or their managers, to do it. Then the investors, or their sons, or their managers, or
the wives thereof, become entranced with the barbarian Yankee customs. And
some of them settle here... Historically, no one buys up America. Investors usually
only sink in.”®

8 Ben J. Wattenberg, The First Universal Nation (New York: The Free Press, 1991) 211.
® Wattenberg 385.
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At the same time, plenty of U.S. investors are putting their money in other
countries. In 1989, U.S. investments abroad were $373.4 billion.%° Since the United
States has been shopping in foreign countries for a long time, the worth of those
investments is likely to be significantly understated, because they are generally
carried on the books at their original cost instead of current market value.

What should be a cause for concern is not that foreign investors are attracted to
the United States, but that our investment rate abroad is lagging behind. Between
1980 and 1989, direct foreign investment in the United States rose by 483 percent
to over $400 billion. By contrast, the U.S. investment position abroad increased by
only 173 percent.1!

The primary cause behind this shifting foreign investment ratio is that Americans
are not saving and investing their money at the same rate as other nations. The
importance of individual savings rates is both clear and simple. These funds can
be used for capital lending and investment, benefiting the economic order by
being readily available. When money is placed in a deposit account to earn
interest, the institution can lend it out at a higher rate of interest, giving borrowers
needed cash. The amount of interest charged covers the monies due the
depositors and pays the operating costs of the institution. When people choose
to save by purchasing investment vehicles such as stock, the company involved
gets to use that money freely without having to go through the loan process. Either
way, when savings rates are low, so are the funds for capital expansion, research
and development, and infrastructure maintenance. Companies are forced to
either make do, and in the process become less competitive, or seek foreign
investment dollars.

This is our problem, not Japan’s or England’s or Australia’s, and the solution is
not in restricting foreign investment in the United States, but in working to balance
the foreign investment ratio by encouraging savings and investing domestically.

Becominy citizens of the world

We are seeing the emergence of a true global economy, one in which the
nationality of a company no longer matters. Customers make decisions based
on quality, price, service and convenience — not on whether the company is
American, British, Australian or Japanese. Even more to the point is that
determining a company’s nationality is becoming increasingly difficult.

10 Statistical Abstract, 1991, Table 1395.
11 Statistical Abstract, 1991, Tables 1390 and 1395.
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During the days of slavery in the United States, a person could be declared
black if their biological makeup included a very small fraction of that race. Today
we accept the irrationality and unfairness of such arbitrary determinations. So how
does one decide the nationality of a company? Is it their primary domicile, where
most of their physical assets are located? Is it where most of their employees are?
Or where most of their customers are? Is it where their corporate offices are, or
where they pay the largest portions of their taxes?

If one must assign a nationality to a company, the most likely method to use
would be to consider their primary shareholder base and/or management base.
The U.S. government considers companies to be “American” if they are
incorporated here, without any real thought to who is making what or where.

Many companies resist being assigned a national label at all. Gilbert Williamson,
president of NCR, once said, “| was asked the other day about United States
competitiveness and | replied that | don’t think about it at all. We at NCR think of
ourselves as a globally competitive company that happens to be headquartered in
the United States.” Of course, while that is certainly true today, it's also true that
few other countries in the world have an environment conducive to the growth and
accomplishments NCR has achieved.

The American democratic system promoting capitalism and free enterprise can
rightfully take a large portion of the credit for the advent of the global economy.
And the benefits reach far beyond profits and the particular businesses involved:
There is a greater sharing of ideas and technology; a greater cooperation in
dealing with global problems such as the environment, healthcare and education;
and, perhaps most important, nations rarely go to war against their economic allies.

Do products hold citizenship papers?

If it's difficult to determine the nationality of a company, it has become virtually
impossible to do so with products. Products can be designed in one country,
financed in another, assembled in a third out of materials obtained from a fourth
and then distributed anywhere else in the world. And at any given point, the
geography of the process can shift, depending on the price and availability of
labor and components. So which country should claim the product?

The baseball used in Saturday’s game probably is made of a leather pelt from a
Scandinavian country and a cork center from the United States, both of which
were shipped to Haiti, where the ball was assembled. Is it American, Scandinavian
or Haitian?
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Many so-called American cars are made of parts assembled in South Korea
and advanced components such as engines, transaxles and electronics from
Japan. At what point do they stop being an American car?

In 1990, Ford Motor Company thought the ideal point was one based on profits.
The EPA requires that every automaker’s fleet of “American-made” cars meet a
certain average fuel economy. Foreign cars made or imported by the firm must
meet the same standard when their ratings are averaged together. In an effort to
encourage American automakers to retain small-car production in the United
States, the EPA did not allow the automakers to average their small, fuel-efficient
imports with the American gas guzzlers. But those larger, fuel-hungry cars are
more profitable; so in 1989, Ford increased the foreign-made parts in the fuel-
inefficient Mercury Marquise and LTD Crown Victoria models just enough to
qualify them as “foreign-made.” Now those cars’ mileage ratings are averaged
with high-mileage Ford imports, not the smaller, less-profitable high-mileage cars
Ford makes in the United States. Robert Reich calls this move “a talent for
regulatory innovation-as-circumvention” and writes, “Ford’s clever costume
change did not serve the cause of energy conservation, but it did save the
company a heap of money.”? It's likely that a good many owners of these
particular Ford models congratulate themselves for “buying American.”

And speaking of buying American, the three largest importers of cars into the
United States aren’t Nissan, Honda and Mitsubishi — they are General Motors
(837,387 vehicles in 1990), Ford (752,172) and Toyota (513,299). Chrysler was
fourth, importing 493,881 vehicles. Ford Escorts and Mercury Tracers are made in
Mexico (ever hear anyone sing the praises of a Mexican car?), Mitsubishi Eclipses
are made in lllinois, Dodge Colts are made in Japan, Nissans in Tennessee and
Hondas in Ohio. Orlando Sentinel columnist Charley Reese observed, “There
are no American car companies anymore. There are only international car
companies.”?

What about agricultural products? In Japan, cattle are raised almost entirely on
grain from America.* Is the beef from those cattle Japanese or American?
Landscape architects in Britain are using trees and shrubs grown in Florida with
increasing regularity. But their finished product is not the greenery; itis a

12 Reich 117.

B “Japan-bashing is just a smokescreen for America’s true villains,” Orlando Sentinel,
Feb. 22, 1992.

14 Ohmae 140.
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commercial or residential building that incorporates horticulture in its design —
and a part of that design comes from America.

The general world standard for defining a product’s nationality is that 51 percent
of the product’s value — including materials and labor — should come from one
country. But what happens when so many countries are involved that there is no
clear majority input? Or when there is disagreement as to the value of intangibles
such as design and assembly? Does it matter that a company is based in one
country and owned by foreign nationals?

The regulations on what constitutes “American-made” are lengthy and ever-
changing, and the bureaucrats and diplomats are likely to be wrangling with it for
years to come.

To an increasing number of consumers, a product’s nationality makes little or no
difference when compared with the issues of quality and price. In a global
economy, that's how it should be. In discussing tariffs and other restrictions on
international trade in his Wealth of Nations, Adam Smith wrote:

What is prudence in the conduct of every private family, can scarce be folly in that
of a great kingdom. If a foreign country can supply us with a commodity cheaper
than we ourselves can make it, better buy it of them with some part of the produce
of our own industry, employed in a way in which we have some advantage... In
every country, it always is and must be the interest of the great body of the people
to buy whatever they want of those who sell it cheapest. The proposition is so very
manifest, that it seems ridiculous to take any pains to prove it; nor could it ever
have been called in question, had not the interest sophistry of merchants and
manufacturers confounded the common sense of mankind. Their interest is, in this
respect, directly opposite to that of the great body of the people.*®

More and more, product nationality has become a marketing issue. Today
Japan stands for quality; Germany for durability. It is only in recent years that
American-made products are beginning to recapture their reputation for
excellence. Smart manufacturers are less concerned with product nationality than
they are with consumer preferences. It's a mistake to assume that what sells
briskly in the United States will sell equally as well in Europe or Japan.

Nissan, for example, examines each market's dominant requirements and then
designs a “lead-country” model which is carefully tailored to meet the dominant

15 Adam Smith, The Wealth of Nations, vol. 1, 422 and 458.
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and distinct needs of individual national markets. According to Nissan’s president,
Yutaka Kume:

With this kind of thinking, we have been able to halve the number of basic models
needed to cover the global markets and, at the same time, to cover 80 percent of
our sales with cars designed for specific national markets... We told our
engineers to “be American,” “be European,” or “be Japanese.” If the Japanese
happened to like something we tailored for the American market, so much the
better. Low-cost, incremental sales never hurt. Our main challenge, however, was
to avoid the trap of pleasing no one well by trying to please everyone halfway.*¢

On the home front: what's happened to productivity?

Productivity plays an important role in any vigorous economy; it must not only
be high, but should be steadily increasing. Unfortunately, that is not the case in
the United States today. The decline in productivity growth can be attributed in
part to the failure of American-based industries to adapt to new conditions and
respond positively to change. We cannot afford to blame foreign competition, do
nothing to change and simply believe that things will eventually work out.

More importantly, we must not allow ourselves to be locked into organizational
structures and social attitudes that are no longer workable or effective. Human
beings in general have a tremendous capacity for flexibility and adaptability that
has been demonstrated repeatedly over the course of history. Since American
industries are run by human beings, it's safe to suggest that relatively immediate
changes are both necessary and possible to reverse the productivity decline.

Another factor affecting the slowing of productivity growth is the popularity
of short-term perspectives we discussed earlier. Why worry about being
personally productive when you're likely to be working elsewhere next year?
Why concern yourself with efficiency and the long-term good of the company if
your compensation raises are based on annual cost-of-living increases totally
unrelated to profit?

The way to assure productivity is to pay based on productivity, forcing workers
to accept responsibility for their performance. It would be ideal if companies could
evaluate the percentage of profit an individual's wages have been over a given
period (perhaps the previous three years), and suggest that future income would
be based on the same percent of profit the wages now represent. The problem is,

16 Ohmae 22 - 23.
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most American workers would be absolutely horrified by such a proposal. They
have come to expect annual wage increases at least equal to, if not higher than,
the cost of living, regardless of the company’s profitability or of the individual's
own contribution to that status.

Though the decline in workplace productivity is affected by a variety of issues, a
primary one is attitude. Business leaders have been paying lip service to the value
of teamwork for years, but their efforts are wasted as long as employee
promotions, wage increases and other rewards are not based on a combination of
individual and team performance, along with bottom-line profitability. Not only is
there no incentive to form teams, there is a very definite incentive to “look out for
number one” rather than work for the overall good of the company.

Whether a company chooses to emphasize teamwork, individual efforts or a
combination of the two, productivity must be rewarded if it is to continue to
increase — and the only way to effectively do that is to blend compensation with
productivity and the individual or team contribution to profitability.

Along this same thought trend is the issue of loyalty, which is a two-way street.
Companies that expect loyalty from their workers must themselves be loyal to
employees. This is demonstrated by open lines of communication that flow in
multiple directions and by treating employees with respect and consideration,
regardless of their status or position.

Unfortunately, a common circumstance that inhibits maximum results (more
prevalent in large corporations than in smaller companies) is a class-
consciousness that permeates most U.S. corporate structures.

Japanese politician Shintaro Ishihara has observed this about American
executives: “[F]last-track members of the corporate elite will not even type a letter
or do secretarial tasks for themselves. To go into the factory and get dirty and
sweaty learning how products are made is beneath them... Highly trained U.S. top
management do not ask blue-collar personnel for suggestions about how to
improve factory operation.”*’

Yet is there a better place to go for solutions to operational problems than the
people who are working and coping with those problems? When corporate
leaders perpetuate a caste system every bit as rigid as those we scorn in other
cultures, they are building a self-defeating environment that results in lost
productivity and reduced profitability.

17 Shintaro Ishihara, The Japan That Can Say No (New York: Simon & Schuster, 1991) 81.
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The issue of domestic competition

Beyond the internal operations of specific companies is the issue of competition
and cooperation in given industries. Competing firms are not likely to cooperate
with each other — first, because we view the competition as the enemy, always
out to get us and certainly not to be trusted; and second, because of the issue of
antitrust regulations. During the 1980s, more than one major trucking company
discouraged employee participation in transportation-related professional
organizations for fear casual conversations between their own representatives
and those of other carriers might be construed as antitrust violations.

Of course, the fact is that companies serving the same market niche are
competing with each other for the same customer dollars, but cooperation can
be encouraged without damaging competition. Professional associations already
exist to serve and protect the common interests of specific industry groups. It is
not unrealistic to expect that existing associations can be expanded into, for
example, research cooperatives where investment and return is shared equally
among participants.

Another business segment that would be well-served by cooperative efforts is
that of niche marketers. Since niche marketers tend to be small businesses or,
of late, clearly defined divisions of large companies, cooperation in the form of
licensing agreements or other “piggyback” arrangements gives them a collective
strength and a greater profitability more commonly associated with large
corporations.

But mutual support should not be limited to business-to-business relationships.
We need acceptable, legal cooperative efforts between and among business and
government entities. Such collaborations at a variety of levels can promote
productivity, maximize the benefits of technology and strengthen our position in
the world marketplace. It is also a major step toward international cooperation and
the reaping of full benefits from the global economy.

Redefining the American dream

Somewhere along the way we began confusing the American Dream of
individual freedom, liberty and self-realization with our personal financial status
and the overall state of the national economy. We need to redefine our concept of
the American Dream and bring it back in line with the visions of our Founding
Fathers. That means understanding that economics is a separate — though
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connected — issue and that business is not the dream itself, but rather a vehicle
which allows us to pursue the dream.

There has been no period in our history when business has been a more
exciting and challenging vehicle. The global economy is forcing change —
change which is, for the most part, positive. American business leaders can no
longer afford to be lock-stepped into a rigid, nine-to-five structure, or any other
pattern that exists just because “it's always been done that way.” Flexibility,
productivity, multicultural understanding and — most importantly — responsibility
are the watchwords of the '90s, and the essentials for 21st-century strength.



CHAPTER 4

Surviving but Stressed, the Family
Remains the Backbone of America

“Americans are desperate to find answers
that will help them juggle all the roles and chores
modern life has laid upon them.”

Congresswoman Pat Shroeder in Champion of
the Great American Family

“It takes a whole village to raise a child.”

African Proverb
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t's impossible to paint a portrait of America without including our most important
institution: the family. We at one time saw that image as a father, mother, 2.5
children, a dog, a house in the suburbs and two cars.

The reality, of course, is that our ideal vision of family is more fantasy than fact.
Daily we read headlines warning of the deterioration of the American family. The
illegitimacy rate is skyrocketing, the number of single heads-of-household is on
the rise, and easy divorce and remarriage have made a hodgepodge of the family
structure. In fact, only 4 percent of America’s 65 million families fit the stereotypical
model of employed father, homemaking mother and two children. In a Gallup poll
conducted in 1989, 49 percent of the respondents thought the American family
was worse off than it was 10 years ago; only 39 percent thought it was better — a
sad state, indeed, for the institution that is the foundation for our lives.

But is the American family really dying? Perhaps a more accurate view is that it
is changing. Though television programs like Ozzie and Harriet and Father Knows
Best may represent our idealized vision of what family should be, that family model
with its strict gender roles only existed with any significant dominance for less than
two decades. Despite reruns of Leave It to Beaver, today the real-life families that
resemble the Cleavers are a shrinking minority.

It is not necessary to view this development with regret or with the belief that it
bodes dire consequences for America. Rather, we should appreciate the wide
diversity of family forms that have evolved over the past two centuries. And in
spite of that evolution, the family has maintained many of its original functions: It
produces and socializes children; acts as a unit of economic cooperation; gives
us significant roles as children, spouses and parents; and provides a source of
intimacy. In other words, the family teaches us how to operate in society. It is here
that the seeds of lifelong attitudes and behaviors are sown.

America’s families are facing unprecedented levels of stress as they attempt to
cope with the radical social and technological changes of our society. Rapidly
changing lifestyle needs and expectations are creating problems for which the
family is unable to quickly assimilate solutions. When this happens, the family
unit — once seen as a support system — breaks down and its members are cast
adrift, creating a ripple effect of consequences: decline of moral standards,
deterioration of educational achievements, increase in crime and a societally
diffused variety of other negatives.

7
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The family’s evolution

The American families approaching the 21st century bear little resemblance to
the American families of 200 years ago. Even so, changing family forms do not
signify the end of the family as an institution, but instead are evidence of the
family’s wonderful resiliency and adaptability.

In Colonial America, the family organization was patriarchal. The husband
and father possessed property rights over wife and children; the correct wifely
attitude was one of love and obedience, the correct filial attitude one of fear and
obedience. The family was the primary unit for producing most goods and caring
for the needs of its members, and each member contributed as they were best
able. Generally the men worked in the fields, plowing, planting and harvesting
the crops, while the women specialized in tasks that could be done while caring
for small children. If a couple plied a trade, it was done jointly, in or near their
home — the early version of today’s “Mom and Pop” businesses. They both
contributed to the family income and they shared responsibility for child rearing.
As soon as youngsters were old enough, they were assigned chores appropriate
to their abilities and learned the skills that would be necessary later in life.

It wasn't until the Industrial Revolution that men routinely went off to work in a
distant place and left the women at home to mind the hearth, care for the children
and trust their husband’s economic decisions. While the women’s movement is
often blamed for the shifting family structures of the 20th century, the Industrial
Revolution caused dramatic changes by creating a father who was no longer a
full-time member of the household. Fathers and sons lost the sense of bonding
that came with sharing labor on a daily basis. Factory jobs were not handed down
the way a farm was, and many of those jobs were not easy to explain to
youngsters. Rather than being at the core of the family unit, the father became
somewhat removed from it.

This was our first glimpse of the modern family — what we think of as the
traditional family of working father and homemaking mother. Industrialization
resulted in a shift by families away from being an interdependent production unit
to a consumer- and service-oriented unit. But the families who fit this model even
in the second half of the 19th century and the first half of the 20th were primarily
white and middle-class; generally blacks and new immigrants could not afford to
have only one wage earner in the family.
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As we entered the 20th century, middle-class families were dramatically
different than their colonial counterparts. Food and goods were commercially
produced and purchased, public schools educated the children and formal
organizations that would ultimately remove responsibility from the family for a
number of functions began to emerge. An increasing number of public agencies
and hospitals were created to care for the poor, aged and infirm. With fewer
practical and material considerations, the primary focus of the family centered
strongly on meeting the emotional needs of its members. Around the turn of the
century, the rates of working women and divorce began climbing.

World War 1l drove women into the workforce in record numbers, but the end of
the war drove them back home again as companies rehired returning soldiers.
Many sociologists believe the decade of the '50s, when a high percentage of
families lived within traditional gender and marital roles, was a backlash from the
fear and deprivation of the war years.

But the sense of security created by the predominantly “cookie-cutter” society
of that decade gave way to boredom, isolation and a general dissatisfaction.
Women were unwilling to accept the status quo.

When Betty Friedan attacked the traditionalist assumption that women found
their greatest fulfilment in being mothers and housewives in her 1963 book, The
Feminine Mystique, she caused a national sensation. In 1947, only 20 percent of
all women who were married and living with their spouses were in the labor force;
by 1988, over 56 percent of married women worked outside the home.! This is not
a temporary increase in the participation of women in the labor force, as occurred
during the war years; women are never going back home.

Working women are a primary cause of the changing family structure, but it was
their families that sent them to work. In 1960, 27.6 percent of married women with
children under 18 were employed; by 1970, that figure rose to 39.7 percent; by
1988, it had climbed to 65 percent.?

Instead of keeping women at home, children were the expense that drove
women to earn. In the majority of two-earner households, the husband’s wages
typically went for the basics: food, shelter and clothing. It was her money that
bought the extras, paid for a variety of lessons and funded college educations.
And during the economic turbulence of the '70s, working wives were the saving

1 Bureau of Labor Statistics.
2 Bureau of Labor Statistics.
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grace of many families whose husbands found themselves unemployed. When the
economy stabilized and we entered the decade of the '80s, it became clear that,
for most people, a two-earner family had become necessary to maintain a
desirable standard of living.

The American family structure — a wide variety
to choose from

Today the term “the American family” is long on definition and short on role
models. The Census Bureau accepts as family “two or more persons related by
birth, marriage or adoption who reside in the same household.” Ogden Nash said
a family is “a unit composed not only of children, but of men, women, an
occasional animal and the common cold.” Felix Adler called it “the miniature
commonwealth upon whose integrity the safety of the larger commonwealth
depends.” On the final episode of The Mary Tyler Moore Show, Mary Richards
defined family as “just people who make you feel less alone, and really loved.”

The children in modern families face as much diversity as the parents: One-third
of the youngsters born in the last decade are likely to live in a stepfamily before
they turn 18; today, out of every four children, one is being raised by a single
parent. From 1950 to 1979, the divorce rate doubled, and it is estimated that half
of all first marriages made today will end in divorce. And though 70 percent of
those who divorce will remarry, six out of 10 of second marriages are expected
to collapse.

These discomforting predictions do not mean we have come to devalue
marriage. In fact, it could be argued that it means we value marriage highly: If a
marriage does not meet our needs, we will try again in the hope that a second, or
even third, marriage will fulfill our expectations. There is evidence, too, that we are
working harder at preserving marriages, since the divorce rate peaked in 1979
and began a gradual decline in the 1980s. One common thought is that with the
sobering specter of AIDS threatening our society, this trend will continue even
more strongly in the '90s.

Some studies have shown that marital happiness is actually higher now than a
few decades ago, when divorces were significantly less common, probably
because it is easier than ever to get out of an unhappy marriage. So we continue
to marry and remarry; we continue to have children; and we continue to form
relationships and alliances that we identify as our families.
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Clearly the American family is alive and well, but the family structure has
changed and altered to meet the needs of the economy: from agricultural to
industrial to distribution to information and service, from rural to urban to suburban
and back. And within that structure are people — spouses, parents, children —
who are struggling to find their place in our society during this time of economic
and technological upheaval.

Today’s family units are vastly different from what they were just 30 years ago.
The most common family units in contemporary America are married couples
without children, intact two-parent families with children, stepfamilies and single-
parent (divorced, widowed or never-married) families. In addition, homosexual
couples and unmarried heterosexual couples (with and without children) and
grandparents raising grandchildren are all part of the family scene.

Household Composition 1970 — 1990 (Percent)

1970 1980 1990
Married couples with children* 40.3 30.9 26.3
Married couples without children* 30.3 29.9 29.8
Other families with children* 5.0 7.5 8.3
Other families without children* 5.6 54 6.5
Men living alone 5.6 8.6 9.7
Women living alone 115 14.0 14.9
Other nonfamily household 1.7 3.6 4.6
Number of households (millions) 63 81 93

(Source: U.S. Department of Commerce, Bureau of the Census, Household and Family
Characteristics: March 1990 and 1989, Figure 1.)

The rapid change in what constitutes a family has left many young people living
with weakened support systems at a time when those support systems are more
important than ever. While studies on working mothers show conflicting results —
some suggest detrimental effects and others indicate no harm to the children —
what is clear is that a youngster's home environment will have a direct correlation
to moral standards, behavioral problems and academic achievement.

81



Chapter 4: Surviving but Stressed, the Family Remains the Backbone of America
]

It is incorrect to assume that a family which fits the traditional structure is happy
and that nontraditional families are not. Many intact nuclear families may engage
in small-scale nuclear warfare, their ideal exterior structures hiding extensive
conflict, alcoholism, incest, abuse and hatred. By contrast, what we consider
nontraditional families may provide a more emotionally stable and healthy
environment.

The solution is not to insist that every family conform to the traditional nuclear
mold — indeed, that would be unrealistic and impossible — but for society to
make the necessary adjustments to support other family forms. There is no such
thing as “the good old days” and we must stop clinging to an emotional ideal that
probably wasn't especially ideal even when it was popular. We should no longer
think of homes headed by divorced parents as “broken,” of people who live
together without being married as “immoral,” of homosexual relationships as
“perverse,” of childless marriages as “selfish” and large families as “irresponsible,”
and of people who remain single as “immature.” With broader societal support,
the stress on these family units would be greatly reduced, their self-esteem raised
and their overall effectiveness enhanced.

Contemporary challenges for contemporary families

Though technology has made the mechanics of our lives easier, today’s families
face a complex set of challenges arising from a rapidly changing social and
economic landscape — and those challenges are threatening the very foundation
of our society. They include the practical issues of child care, extended
adolescence and elder care, along with the personal issues that revolve around
changing social mores. Accompanying all of these points are the corresponding
public costs generated by families in crisis.

Child care. In 1960, 19 percent of mothers with children under 6 and 39 percent
of mothers with children between 6 and 17 were in the workforce; by 1988, those
numbers had risen to nearly 70 percent of mothers with children under 6 and
81 percent with children between 6 and 17. It was during that period that the
phrase “quality time” became popular; since employed mothers were not able to
spend as much time with their children as full-time homemakers, the thought was
to make the most of what time they had.

Because women have traditionally held the role of caregiver to the children,
child care has been commonly viewed as a women'’s issue. In fact, it is a family
issue with the potential for broad societal ramifications if it is not properly
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addressed. As politicians, sociologists and business leaders expound on the
issue, the question remains: While the mothers are working, who is watching
the kids?

Today’s working mother has a variety of daycare options, but most are
expensive, the quality is often questionable and availability varies. To further
complicate the matter, many women are not guaranteed employment after a
pregnancy leave. Our social and economic infrastructure simply does not support
the dual-earner family.

An increasing number of children face empty homes every day after school.
Particularly for older children, this in itself may not necessarily be bad; most
children develop their own activities agenda and may not be particularly
concerned with whether or not a parent is present.

In her book The Two Paycheck Marriage, Caroline Bird quotes Lillian Carter,
mother of former President Jimmy Carter, as saying, “A child is better off not to
have the mother every minute of the time. Children who cling to their mothers —
they grow up being babies, and | think it is good for mother and child to be
separated most of the day.” During Carter’s formative years, his mother worked
long days as a private-duty nurse. A study presented to the American
Psychological Association indicated children of working mothers scored higher
on 1Q tests, had better communication skills, scored higher in math and reading,
and were more self-reliant than children whose mothers did not work.®

The argument of whether the children of employed mothers are better or worse
off than children of mothers who do not work outside the house continues. But
there is no argument that young children need adult supervision to direct their
social and intellectual development, and too many American children are not
getting that supervision in adequate doses.

Daycare for children with working parents is one of the most heart-wrenching
problems our society must deal with. By virtue of the fact that they cannot do it for
themselves, children are entitled to have a safe, intellectually stimulating and
morally sound environment provided for them by adults. Repeat: by adults, not by
the government.

Traditionally in the United States, the market will deliver what adults who have
money want to buy. Daycare is no different than any other service commodity.
That's why commercial daycare centers are popping up on nearly every corner.

8 Wattenberg 84.
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And home-based daycare is an excellent opportunity for people who enjoy caring
for children to start a business.

That some children have been abused in daycare centers is a nightmare of
indescribable proportions, but that is a societal problem best handled by
members of society. The only meaningful role government has played, and should
play, is in the prosecution of offenders. Government control of commercial
daycare centers should be limited to regular business licensing and periodic
physical safety inspections. It is the parents’ responsibility to provide a safe haven
for their children and to stay attuned to their offspring so they can sense if
something is amiss.

Of course, the problem of cost must be addressed. This is where the
government can help by providing incentives to employers to incorporate child
care as a benefit option for working parents. But the government should not be in
the daycare business. Indeed, if the sad state of our public school system is an
indication of how efficiently the government would run a daycare program, no
sane parent would choose such an option.

Extended adolescence. There was a time when having children was an
economic benefit to families, but those days are gone. Today children are a
luxury, and an increasing number of parents are finding their financial obligations
continuing long after they expected them to end. One reason is that, overall,
young Americans today are far less mature than their ancestors were just a
century ago. They have their own culture, their own money, their own music. They
are staying in school longer, but not necessarily learning more. They are dawdling
on their career paths and delaying marriage. Parents who expected their offspring
to move out of the family dwelling in their late teens are finding those children still
at home until they are well into their twenties.

Some writers make a strong case claiming that America’s youth are largely
selfish and self-absorbed, that they see no reason to make the transition to
emotional adulthood, which implies character development, competence and
commitment. Others argue that many responsible young adults are struggling to
achieve independence in an era of rising costs and employers that demand
higher educational achievements. The reality is probably a combination of the
two views.

If economics is a primary cause of children living at home longer, a lack of
financial management skills will make it even harder for them when they do go out
on their own.

84



Chapter 4: Surviving but Stressed, the Family Remains the Backbone of America
]

Orlando Sentinel columnist Dick Marlowe says the reason Americans save less
than citizens of most other industrialized countries is that our young people are not
learning much about handling money. “Workers have lost their understanding of
the relationship between how much they earn in an hour and the cost of things,”
Marlowe writes. “A child who is given a bicycle, it seems, ought to know how many
hours a worker would have to flip hamburgers to pay for it... Psychologists are...
confirming that young adults spend everything they get their hands on because
they don’t know better.”

Parents who have tried to create a better life for their children than they had
themselves have succeeded instead in producing a generation that learned to
consume better than they did themselves. And though the majority of high-school
seniors work, their jobs are not especially stimulating and few save a significant
portion of their earnings for college or other long-range purposes. They are not
learning the value of meaningful work, thrift, responsibility and delaying desires.
Historian Maris Vinovskis says, “The irony is that we have the best group of
educated parents in history doing the least for their own kids.”

Elder care. As today’s baby boomers are dealing with their own youngsters,
they are also having to deal with their aging parents. Elderly parents, often inill
health, are placing tremendous emotional and financial burdens on their adult
children, and as life expectancies continue to lengthen, this problem will continue
to increase. Though the elderly have traditionally been cared for within the family
unit, today’s changing family structures and longer life spans make the proposition
more challenging. People in their 80s and 90s today may be looking to offspring in
their 60s for care — care those “children” may not be physically or financially
equipped to provide.

We must begin dealing with this issue now, and the solution is complexly
intertwined with our educational system and the workforce of the future. We need
the trained people in place to provide the services that will be demanded by our
ever-aging population. Beyond that is the critical need for personal economic
planning so the elderly can enjoy a variety of lifestyle choices made available
through financial independence without being a burden on their families or
the taxpayers.

The loosening bonds between marriage and motherhood

Since more than one-fifth of American children are born to unmarried parents,
it's obvious that marriage has long since ceased being a societal prerequisite for
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parenthood. It is not our intention to take a moral stand on the issue of illegitimacy,
but to examine the institutional implications and societal repercussions of specific
behaviors associated with the family as it exists today.

The United States has one of the highest teen pregnancy rates in the Western
world — twice as high as England, France and Canada, three times as high as
Sweden and seven times as high as the Dutch rate. More than one million
American teenagers become pregnant every year; half of those pregnancies
result in live births; the other half are terminated by abortion or miscarriage. Nearly
one in five teenagers who experience a premarital pregnancy will get pregnant
again within a year.* Of the more than 20 percent of illegitimate children born in
America, 40 percent are to teenagers. And American taxpayers spend an
estimated $16.6 billion each year to support the children of teenage parents.®

Though contraceptive use among teenagers is rising, an estimated 80 percent
of teen pregnancies are unintended. Too many teens are woefully uneducated on
sexuality and pregnancy prevention, in spite of research which shows that sex
education either has no influence on when a youngster becomes sexually active,
or delays that activity. Studies have shown that the family usually has the strongest
influence on all aspects of a teenager’s behavior, including when sexual activity
begins.

Teens who do become sexually active and use birth control devices experience
a higher rate of contraceptive failure than older women, probably due to a
combination of ignorance and carelessness about proper use. And though the
data on the subject is limited, we suspect lack of accessibility is a primary reason
young people either use no contraception or use less reliable methods. It remains
to be seen how the increasing availability of condoms, promoted primarily for their
use in the prevention of AIDS and other sexually transmitted diseases, will affect
the teen pregnancy rate.

Unintended pregnancies represent only part of the story. Writer Leon Dash
offers an interesting perspective on deliberate teen pregnancies. In an article for
Society magazine, he quoted a Washington, D.C., high school student as saying,
“Girls... know about birth control. [They]... get pregnant because they want to

4 “Sexual and Reproductive Behavior Among U.S. Teens,” Planned Parenthood
Federation of America Fact Sheet, Feb. 1991.

5 The Unfinished Agenda: A New Vision for Child Development and Education, a
statement by the Research and Policy Committee for the Committee for Economic
Development, 1991.
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have babies. When girls get pregnant, it's either because they want something to
hold onto that they can call their own, or because of the circumstances inside their
home. Their mother does not pamper them the way they want to be pampered,

or they really don’'t have anyone to go to or talk to or call their own.” A boy
interviewed in the same article equated fatherhood with masculinity and feeling
“like a man.”

Though the number of scientific surveys in this area is limited, our research
indicates that it is often youngsters in lower socioeconomic classes who have low
self-esteem and are from dysfunctional families who look to having a baby as a
way to gain unconditional love from at least one person, or do not understand the
full responsibility of parenthood.

There is also a control or possession factor: Some young peer groups see
babies as status symbols and parenthood as an accomplishment in itself rather
than a lifetime responsibility.

Race appears to play a role in the issue of illegitimacy. In 1970, the rate of
illegitimate births among whites was 5.7 percent; among blacks it was 37.6
percent. By 1987, the ratio for whites had increased to 16.7 percent; for blacks, it
was 62.2 percent.

Regardless of whether or not the pregnancy was intended, the consequences
of early childbearing are serious, and they begin almost from the time of
conception. An average of 33 percent of women under age 20 who give birth
receive inadequate prenatal care, which often results in health complications for
both the mother and child.

Teenage mothers are at greater risk of socioeconomic disadvantage throughout
their lives than those who delay childbearing until their twenties. These younger
mothers are generally less educated, have larger families and have higher levels
of nonmarital, unintended births. They are disproportionately poor and dependent
on public assistance for economic support. The children of teenage mothers are
at greater risk of lower intellectual and academic achievement, social behavior
problems and problems of self-control than are children of older mothers.® What's
worse, these children will likely repeat their parents’ pattern of youthful
childbearing, perpetuating a cycle of poverty and ignorance.

One often-heard suggestion is that unmarried teenage mothers should release
their babies for adoption. But it goes against every basic American principle to

& “Sexual and Reproductive Behavior Among U.S. Teens.”
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attempt to force such action, and the reality is that more than nine out of 10 teens
who give birth choose to keep their babies, though they are rarely emotionally or
financially prepared for parenthood. The real solution is to reduce the rate of teen
pregnancies, and that will only be accomplished through strengthening the family
unit, education and availability of contraception. No one individual can make
moral decisions for another, but we can give our youngsters adequate, complete
information and a framework within which to base those decisions.

We must also provide our youngsters with positive role models. Rock music has
been blamed for everything from premarital sex to drug use to teen suicide, but in
reality, according to Dr. Thomas Plaut of the National Institute of Mental Health,
popular lyrics play a very small role in influencing the behavior of youngsters. The
primary locations for learning values and moral standards are the home and the
school, and today’s children are confused by and rebelling against a “do as | say,
not as | do” attitude from parents and teachers.

The message from role models

When adults direct their efforts to “beating the system” and getting away with as
much as they possibly can — using radar detectors to avoid speeding tickets,
cheating on their income tax, bringing office supplies home for personal use and
S0 on — youngsters can only be expected to follow the example they see. One
high-school principal said, “If we suspend a student, a lot of parents look for ways
to get around the suspension. They don’t spend time on the issue of what the child
did wrong and how to correct the situation.”

Another alarming trend reported by teachers is the lack of remorse many
students feel about having done something wrong. As Rhett said to Scarlett in
Gone with the Wind, they are like the thief who is not sorry he stole, but who is very
sorry he got caught and is going to jail.

The fact is, we have a serious shortage of family role models. Though many
politicians present the image of successful family lives, our inherent distrust of
them limits the positive potential of their influence. When we hear of a scandal
involving the personal life of an elected or appointed official, we can’t help but
wonder how many we don’t hear about because they didn’t get caught. Political
wives like Betty Ford and Kitty Dukakis have been admirably open about their
alcohol and substance abuse problems, but we hardly want our children to plan to
grow up to be alcoholics.
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We decry adolescent sex and look for ways to encourage teens to wait until they
are at least older, if not married, before becoming sexually active, but the behavior
of many divorced and never-married parents sends a conflicting message. Teens
are justified in wondering why they shouldn’t have sex outside marriage when the
adults in their households are doing just that, very often with sleepover guests who
stay for breakfast but don't always return.

We must allow teenagers graduating degrees of freedom so they can learn to
make their own decisions as they move toward adulthood, yet we still must give
them parameters within which to live. If this is a challenge for trained
psychologists, it can be an overwhelming goal for parents.

Strengthening the family

Contemporary economic conditions have created a need for two-earner
households, but rather than allowing our families to respond to the economy, we
need to create an economy that is responsive to the needs of our families. Since
it's unlikely that the presence of women in the workforce will ever decline,
American business needs to get more involved in family issues. But that
involvement should not be parental in nature; it should be in a spirit of partnership
between employer and employee to develop programs that will result in maximum
productivity and job satisfaction.

Gone are the days when workers were expected to leave their personal lives at
home. Savvy employers are taking a strong interest in their employees as
individuals and creating programs to meet their needs, such as flex-time,
cafeteria-style benefit packages and child care. Small businesses can co-op with
other small businesses to form an economic base for providing daycare, elder
care, insurance, work-site schools and other benefits.

Businesses can contribute to the skills of tomorrow’s workforce by providing
challenging jobs for young people (high-school students) which would give them
an alternative to working in fast-food restaurants. Such jobs will stimulate their
interest in the business world and help them develop their natural abilities. To
promote this end, government can waive minimum wage requirements for workers
under 18 or 21, giving employers additional economic flexibility when dealing with
teenagers.

Politicians and business leaders need to become more comfortable and
aggressive with family issues. We need to discard the notion that these are not
powerful issues. Grappling with child care may not have the same glitter as
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attending an embassy dinner or negotiating a million-dollar deal, but it is far more
crucial to the future of America.

We have the resources to take care of our families, and we can do it without
raising taxes or creating additional government programs. The solution lies within
the private sector, with only slight assistance from government in the form of
incentives.

A growing number of businesses are already seeing the wisdom in developing
family-oriented policies and programs due to the forces involved in the changing
demographics of the workforce. This pattern can be accelerated with the
establishment of tax breaks for companies willing to go beyond the traditional
employer role in meeting the personal needs of workers in a variety of creative
ways. Our government can afford the reduction in revenue; studies have proven
that money invested now in families will be saved many times over in the future by
reducing the number of people requiring public assistance.

Discussing the recommendations of the National Commission on Children, John
D. Rockefeller IV said, “[W]e recommend that government and all private sector
employers establish family-oriented policies and practices, including family and
medical leave, flexible scheduling, and career sequencing. That’s good business,
it's good public policy, and it's good parenting.” It's also responsible.

We need to unleash the innovative power of the private sector, and that cannot
be done with mandates, regulations and other forms of government interference.
American business has proven it can respond quickly and efficiently when given
the proper incentive, and the incentive in this case in a significantly more
productive workforce, which means higher revenue and lower taxes, which totals
up to increased profits.

This is not blind faith in the private sector, but rather blind faith in the basic
human instinct to operate in one’s own self-interest. And it is in the self-interest of
any business employee to care — and care deeply — about the status of the
American family.

Respecting the family

As the primary source for molding the minds and behaviors of the children who
will grow up to lead our country, the family deserves and requires a higher level of
societal respect than it currently receives. We must work to develop a strong
sense of self-esteem in all of our citizens, but particularly our children. Both
research and common sense tell us that people who have a positive self-image
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are less likely to abuse drugs and alcohol, commit crimes or indulge in other forms
of self-destructive behavior that are contributing to the moral erosion in our
country today. One by-product of teaching self-esteem in schools (which we
discuss in chapter five) is that it will likely reduce the number of teen pregnancies,
since girls will learn they do not have to engage in sex or have babies to prove
their own value.

We must also redevelop and nurture the extended family, the neighborhoods
and communities in which we live that supplement our own households. In today’s
insulated society, people can live next door to one another for years and never
even introduce themselves. We must redefine our social landscape to one that is
based on shared concerns and common goals by reaching out through volunteer
networks of friends and neighbors that include both adults and children. These
networks will not be replicas of those of earlier generations, but rather
associations that revel in the wonderful diversity that is America while fostering
individual freedom and responsibility within a framework of group obligation.

As a society, we need to understand and accept the changing family structure.
We need to let go of the fantasy of the traditional nuclear family and accept reality
by embracing the variety of structures that actually make the family a more viable
institution.

One place to start is within our educational system. As a society, we have long
recognized the need for universal education, but parents cannot totally delegate
the training of their children to schools. Families must reaccept the responsibility
of this critical task, and work in tandem with teachers and administrators to again
make education a primary function of the family. If part of that education is a
respect for the family as an institution, and a respect for the values family units
represent, then we have created a circle that will spiral positively, wonderfully
upward.

But when families are in crisis, children bring those problems to school, and
their ability to learn and grow into contributing members of society is severely
impaired.

Unfortunately, this is just one problem facing our educational system today.
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