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Broadband Blockers 
I 

1 '  . ' 

The FCC is again trying to regulate telecommunications access. . 
1 

President Bush has called for universal broadband by 2007. That's a critical goal, since there 
are more than a dozen countries that have greater Internet access for their citizens and 
businesses than we do. But does the White House understand that their own Federal 
Communications Commission is inhibiting this goal? 

lo 

1:; 

u3 
I 

Q-4 
:I  .. Specifically, the FCC isgoing to decide this week whether to promulgate new regulations that 4 :(lo. 5 'P.*J. 

would allow competitors of the incumbent telephone companies - the "Baby Bells" - to have 
access to the infrastructure that the phone companies built with billions of dollars of privpte 
investment capital. Yes, of course, competition is a desirable goal. But if the government 
mandates that the privately financed infiastructure must be shared by all competitors, who will 
make the initial investments in the first place? 

CJ 

I. 
I 

:, I I 

Telecom infiastructure development is absolutely crucial for U.S. economic growth. This is an 
industry with plans to invest upwards of $100 billion in new-generation fiber-optic 
communications networks. This is good news for workers, technology businesses, and 
homeowners who need to be hooked up to high-speed Internet. 

In many ways Michael Powell's FCC has delayed this dynamic investment process. The FCC 
' remains fixated on a re-regulation model for telephone and Internet communications, when the 
very intent of the landmark Telecommunications Act of 1996 was to inspire deregulation and a 
pro-consumer, survival-of-the-economically-fittest model. 

From the perspective of the rule of law, the Constitution prohibits an uncompensated taking of ' 

property, which is what these regulations would in effect mandate. The idea behind the original 
1996 legislation was to allow new startup telecom firms to have. some access to existing 
networks, so they could reach a stage of economic maturity and compete on their own. After . 

eight years, it is certainly time to allow these upstart competitors, some of which succeeded and 
many of which still are not profitable, to sink or swim. 

I 

Since 1996, the FCC has produced three sets of rules to regulate telecommunications access. 
Each has been rejected by either the D.C. Circuit Court or the U.S. Supreme Court. Each time, 
the courts provided guidelines for a new iteration of the rules and, each time, the FCC produced 
a revision that failed to meet those guidelines. 

The courts have already admonished the FCC that its previous attempts indicate an 
"unwillingness to adhere to prior judicial rulings." Yet reports suggest that the latest attempt, 
due this week, is aninstant replay. 

I 
t 

I 

I 
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. .  
I . .  . One problem with the FCC's latest regulatory: proposal is that it misunderstands the riaturE-'of. r? . . 

competition. The courts have told the PCC repeatedly (and cqrrectly) that akompetitive market ._ 

is defined by whether competition is possible - not. whether Competition i s  actually taking ' 

. place. Gatorade dominates the sports-drink market, not because it's, a monopolyiwith-baers to : 

I-- 

r .  

. ... 
: entry, but because no other firm can make a bettek thirst-quencher. A firm may.,come to ' 

restraining trade and c,ompetition. #r,; 

I .\I. .. 

, ' .I dominate a competitive industry simplybecause ' ,I' it makes . .  .a better product, not because it is . . .  . 
. .  

I 

. .  
. .  

. .  ': 
. .  

.. . . 
The FCC: rules being proposed to ensure cornbetition border on theabsurd. The'.FCC is 
considering a regulatory regime that would create'a telecommunications competition analysis of . 

every commercial office building in the United States. A new.anny of regulators would be' , ,.. 

needed to enforce and' adjudicate this. An information-age industry should not'be: required to . 

. . 
: .' ' 

. 
' 

. reckon with this kind of central-planning dynamic. . 
. .  

' ' 
. .  

. .  
. .  . .  . I 

A better approach would be to let the fiee'market work. its course. If competitors' wish to hook. ' ' . I  

. .  up to existing networks, let the market set th.e price. Right now telecom cdmpetitors and phone 
companies can connect to the incumbent network using a service that has existed since.before 

' the 1996 Telecom Act was passed. The FCC instead wants a price-control regime'under which 
, . regulators decide..a fair market value. These prices will certainly be discounted'well below fair , . 

. future economic growth. 

. I  

, .  . . .  
' , I . . I ,  

. . 

. 

"market rates. The cost to consumers is that this will deter growth of the network so vital to . . .  

I ,  I 

. If the F,CC proceeds with its latest regulatory scheme, it may soon find itself in the embarrassing 
situation of again being huned down by a court. whose patience has already been tried, All of 
this legal wrangling is bad for the markets and bad for the tel&ommunications and related 

. high-tech industries. In practical terms, all this adds up to continued delays in delivering new 

. , . . .  

. .  . ' .. ' . .... . '  
. I  

I 

. . .  

services such as broadband to customers, and the slower creation of new jobs and economic 
growth. r 

Correct me if I'm wrong, but aren't these precisely the goals that the FCC is supposed to be 
advancing? 

- Stephen Moore is president of the Club for Growth. 
I 
I. 

" . ' http://www.nationalreview.com/moore~moore2OO4 12 1'5 121 4.asp . I' . .  
I 

I 
I . .  ... . . 

2 o f 2  

I 
5/5/2005 3:03 PM 



National Review Online (http://www.nationalreview.com) ' 
. .  . 

I 

A 

December 13,2004, 1 :25 p.m. 

Kudlow for NEC Chairman 1 
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president Bush has had a series ofsupremely talented economists advising him over the 
. past four years, including Lany Lindsey and Glenn Hubbard, but he has-neverlhad a gifted 

communicator of the White House economic message. That deficiency caused Bush severe . 
heartburn in both marketing, his first-term domestic legislative priorities and in educating 

' 

. 

. .  
' American voters about how those policies are. working. . . ,  . ::ti:,:;:!! . i :  . .  

. .  

4 ' 
. .  

. .  

1of2 ' 

In the year before the November elections, for example, the economy soared - with low 
interest rates, low inflation, respectable job growth, increasing worker productivity, and a 
rapid rate of growth for the gross domestic product. Bush's policies were working 
swimmingly, particularly the 2003 tax cut. Yet, the media portrayed economic conditions as if 
we were in a mini-depression with many voters buying into this pessimistic' viewpoint. The 
chasm between economic reality and perception almost cost Bush the election. 

, . ' .  

. .  

I 

I I .  . 

All of this is to say that what George W. Bush needs an economic communicator - someone 
who is telegenic, charismatic, and credible. Of course, it goes without saying that this person 
must also be a gold-plated supply-sider who has an unshakable conviction that the Bush 
second-tern agenda is right for the country. After all, the Bush administration has an 
incredibly audacious economic game plan: a tax overhaul, Social Security refom, expansion 
of fiee-trade agreements, tort reform, and budget control. If Bush can accomplish even half 
these priorities, he will leave behind a scintillating legacy of achievement. ' 

For all these reasons, the open position of director of the National Economic Council should 
be filled by NR's own financial wizard, Larry Kudlow. I recently joined up with a growing 
band of conservative leaders to try to make this appointment a reality. 

This choice makes so much common sense, it's amazing the White House hasn't already 
pounced on it. Kudlow's credentials to be the president's chief economic spokesman and 
adviser are impeccable: 

I 

Kudlow is regarded on Wall Street as one of the nation's premier financial economists. 

He is TV savvy (obviously, given 'that he has his own show on CNBC). 

. I  
. . .  

.: .'. 

e He is right in line with the Bush administration's thinking on tax cuts, entitlement reform, 
trade, and monetary policy. 

a He has advised President Bush and Vice President Cheney on economics over the years. 
I.,' ' 
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.e I He has a unique power of persuasion that cqn'convert pe.ople in the media, in ,Congess;-; . ' . ::li ': ."; . .  

q 
. .  

- '  - .  . .. 
and on Main Street of the rightness of his and Bush's positions. 

.* He has a national (even an international) following. '. . . " 

e He' is highly regarded among Republiggs and many Democrats in Congress:' . . 

. .  

: j i-,< : L.;-rC.;. : , . . 
. .  

. _ I  - .  

:. .. . 

.. . 
I I 

1 

I i . ' 

. .  
. .  

. #I' 

Larry Kudlow has a pure Reaganite pedigree'.l'€(e worked for the Gipper between 1981 and. 
1984 'as the chief economist at the Office of Mknagement and Budget. He hasworked as ' 

senior economic strategist for some of the most prominent investment-banking firms on Wall 

bi-weekly column for NRO and also writes frequently for National Review magazine., 

problem. It is also well known that he has had a blessed and remarkable recovery in his 

the White House is .a no-smoking zone, that, alas, may be a deal-killer.) Should his past, 

fully conquered them in admirable fashion. ' . .  . . .  

. .  

, . . .  

.. . 

'. . Street, including two stints with Bear Steams. He has had the fine sense to write a brilliant 

It is well known that a numberof years ago Kudlow had a near career-ending substance-abuse 

personaVspiritua1 life as well as his professional life. His only remaining vice is tobacco. (If 

problems be a discpalification? In this age of redemption, the answer shely is no. After all, 
President Bush, earlier in his life, struggled with his, own substance-abuse demons, and he 

' I  

i . .  
. .  . .. 

I ! ' , ' . 

I 
. 

. .  . 

. .  ' 
. 

- 1  

. .  1 ' .  I .  . . .  

. c  

My White House contacts tell me that for four years President Bush has been trying in vain to 
find for his administration a "Robert Rubin of the right." Good news: He exists, and his name 
is Larry Kudlow. Appointing him lwould be a masterstroke by the White House and would 
win universal applause - particularly from his conservative fiiends. This would be President 
Bush's most daring and exhilarating Cabinet selection. 

. . I,\;- I -  * .: . 
I 

I 

What is he waiting for? 

- Stephen Moore is president of the Club for Growth. 
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, .  for four more years. 
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i 
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! 
. !  I f  the New Y6rk Times is to be believed, someone at the White: House is trying to push Treasury 

:: Washington: In this town, if you'want a loyal friend, get a dog. ' I . .. 

! '  . .  ; 
. ' Secretary John Snow out the door. One unnamed White House staffer said last. week that Snow 

could "stay as long as he wants, .as long as it's not too long.." The Times says with resolute . 

conviction that "Snow is on .his way out." The White House has failed to put these rumors to 

John 'Snow has now learned the hard way the truth of the Ronald Reagan maxim about 

. 
1 .  

I ;; 3:Ci 1, ,..: 
.! . .  

. .  . . : !::OOp .L.- . . 
. .  

bed with solid denials. The media vigilantes smell blood, ' .  k .  
r4 '.'... 

. I  

. ,,:t,; ::; .I:: 

I 

: ,  . : 
' , ,. 

1 .  This is shabby treatment by the White House of a good man and an excellent Treasury secretary. 
If the president wants Snow out, why the backdoor innuendos and shameless whispering 
campaign? Snow has been loyal and effective for Bush, and his job performance has been 
especially glowing given that he succeeded Paul O'Neill, who betrayed Bush at every turn and 
was never really with the tax-cutting program. Snow deserves gratitude for bringing dignity and. 
sanity back to the Treasury. 

. 

. 

I . .  
I.' 

The media doesn? like Snow all that much. They pine for cabinet secretaries like Jim.B&er and 
Dick Dannan, people who leak to the papers, assault tax cuts, and can always be counted on to 
dump on conservatives. That's precisely what is. admirable about Snow. He doesn't care what . ' 

the New York Times and CBS think about him. Why should the White House? 

. ' 

- 

Snow was brought in for one purpose: to sell America on the president's tax package. He did 

CSX railroad, is a supply-sider down to the marrow of his bones. He made a forcefil and , 

persuasive case to Capitol Hill, Wall Street, and Main Street on the wisdom of cutting dividend 
and capital-gains taxes. ' 

that with quiet aplomb. That shouldn't have been too surprising. John Snow, former CEO of 
I 3:i'*& , ,. . 

. , .. 

I 
I : . 

Here's an even more important job credential. John Snow has presided over one of the most 
bullish economic recoveries in many years. The economy has soared at a real growth rate of 
nearly 5 percent since Snow was named Treasury secretary. The stock market has increased by 
nearly 30 percent in less than two years. The investor class in America has much to be thankQ1 
for in the performance of John Snow. 

I I I 

I 4 

I 
I. 

I must confess that I am not disinterested. I know John Snow personally, and have an 
unqualified admiration for his economic views. We met when we both served on the Kemp 
Commission on Tax Reform. What became clear during those months is that Snow wants what 
the vast majority of Americans want: a radically simplified, 'single-rate tax system that clears 
away the barriers to growth in the IRS tax code, eliminates unfair subsidies, flattens tax rates, 

1 o f 2  I 5/5/2005 3:03 PM 
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.&d'doesn't require hoards of accountants, l,awyers, and Valium to figure out the tax liabilities. ' ' ' . _  .? : (J ' ;  ,? : . . . . .  ~ 

. . .  . . . : .  
. i : i . , : .  . . . .  . .  

'-- For the past year Snow has been crafting the outline, of a tax-reform proposal. based. on the 
principles of simplicity, low rates, and incentives. for saving-id investment. . ,:: 

Snow is a fiee trader and an inflation hawk. On the dollar policy he is right. The market should 
determine the "correct".value for the'dollw, not the witless political class, which wouldn't I . 

understand economic principles if they were ,yhitten out in all caps and.in green. crayon. ' . . 

. ' r 

. . .  
' .  , . . :2 : ]  : ". 

. .  . .  
. .  . .  

. . .  

I. ' , 

I 
I 1 1  ( .  . .  

I 
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I 

Snow is said to have a tendency to put his foovin his mouth. An alleged blunder was that he 
pointed out to Ohioans that the job picture in the Buckeye state was better than the media 
portrayed it. How insensitive to unemployed factory workers, the whining class complained. But 

I "  
you know what?,He was dead-on accurate. In fact, the post-election jobs report confirmed 
precisely.what Snow wassaying: The jobs recovery is in full bloom, even in high-tax Ohio. 

Bush needs a Treasury secretary who can.1ead over this next term on tax reform,, death-tax ' . I' . . 

repeal, budget control, free trade, and a stable currency with stable prices. John Snow is the right 
man for the job. Conservatives should rally behind him. He is one of us. His ouster would bean 
unforgivable affroht to the supply-side movement and a blow to wise financial policy. 

. ' 1 . .  
. .  

. .  . .  
. . .  

. .  

. .  
' 

. . .  
' ,I ' ! ,  ' . ' ' 

. . . . .  

I 

.( .; ".h , . . . .  J I 

. .  

. .  

.: I 

. .  
Four more years. " 

+ Stephen Moore is president of the Club for Growth. 
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A Tax-Ban.No Brainer . 
1 

Congress should keep the Intemet-tax ban in,place. 
1 . .  . .  
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T o d a y  the House of Representatives will vote to extend the ban on Internet taxation through 
November of 2007. Keeping cyberspace tax free has long been a goal of anti-big-government 
and pro-technology forces in Washington. This Bill, led by Chris Cox in the House and John 
McCain and George Allen in the Senate has significant opposition from tax-eater lobbying 
groups on Capitol Hill, especially state and local governments who hope that the World Wide 
Web will be their next great cash cow. The Senate enacted the bill earlier this week; the House 
should follow suit, and keep the Internet-tax ban in place. 

President Bush strongly supports thisilegislation. So, if the House does its job, next week this 
pro-taxpayer legislation will be the law of the land. 

The new law will mean no taxes on Internet access, unless you use dial up and pay the telephone 
tax (which should be eliminated as well). It also means no tax on Internet sales. In other words, 
the Internet will be a genuine tax-, regulation-, and tariff-free zone. 

A tax on the Internet would do real damage to the U.S. economy. Economic growth in recent 
years has been propelled by the technology sector, which has made a big-time rally after the 
implosion of 2000-01, when the NASDAQ fell fiom 5,000 to 1,50,0. 

The argument against the ban on the Internet tax is that states and localities need the money and 
that Internet purchases are eroding the tax base of city hall and state governments. This is! 
preposterous. The states and localities are now awash in cash. For example, my home state of 
Virginia has a $1 billion state-tax surplus. The same rosy fiscal picture is true in local 
governments across the nation. A new Cat0 Institute study finds that states and localities have 
already doubled their tax collections over the past twelve years, even without tapping into the 
new frontier of the digital economy. Governors and mayors should now be aggressively cutting 

I 

a 

I 

L 
1 

I 

- 

taxes, not finding sneaky new ways to add to their coffers. 

The policy that Congress is about to adopt is simply a continuation of the federal law that ha 
been in place for the past six years. Since 1998 Congress has wisely declared the Internet a 
tax-free zone by establishing a moratorium on Internet-access charges. An "access charge" is 
essentially a toll on using the Internet. The idea was to prevent the government fiom causing 
infant crib death of this new consumer technology. After all, as Justice John Marshall once 
observed, "the power to tax is the power to destroy." By all accounts, the Internet-tax 
moratorium has been a resounding success. In 1985, about one in six American families and 
businesses had access to the web; now, three in four do. 

1 

s 

' I  

:.' j , 

:'. , .. . . 

Moreover, e-commerce is the new frontier of business enterprise. International Data Corporation 
. .  

5/5/2005 3:02 PM 



. . .  

. .  

' . .  

.Nationpl Review Online (http://www.nationalreview.com) . . 

I 
. .  . ._. 

I . .  
1' 

http:?/\?rww .nationalrevie 

. .  
k 

Jondscriptiprintpag e. asp?ref=/moore/mo . . . . ' 

. .  
. I  

. .  

. .. 
I . . .reLently estimated that the Internet economy in 2003 reached $2.8 trillion. In the U.Shloae;;? 

. .  
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. 'i , ,- . :', . 

I i .  . _  . .  
. 1-- . .  e-commerce accounted for $500 billion in business activity and employed 2.3 million . . . . 

Americansl:The Internet sector of the economy is growing at 12 percent per year'compounded. - -  
.E-commerce, in short, is to the early 2fst century what'the s tem engine was to,'..'' . . . 

early-20th-centuv economic development. Meanwhile, "the telecommunications.sector of 'the 
economy now stands ready to invest billions to upgrade the qation's co,mmunications networks 
and make high-speed (or broadband) Internet&cess available to all American homes. and small 
businesses, as it is for large corporations today:' 

* 

. . .  

. .  
. . .  

. .  
I 

. .  
' . ' All of this is to say, if ever a public policy has worked. precisely as hoped, itjs:the Internet-tax . I  . : . .  -' 

.. . 

. .  . .  . .. 

' ,moratorium. 

' Moreover, if the Republicans in Congress really wants to keep tax relief a centerpiece of ,their ' 

domestic agenaa, keeping the IRS and statetax collectors away from the Internet'is critical. By , 

the Internet were also taxed, these costs could double or triple. 

Internet a tq7free. zone permanently. Also, it seems. that if we want a regime of ."tax fairness", 

. .  

' . 

' some estimates, a tax on Internet access could cost families up to $150'a year. If purchases on , 
' ' i, . : . 

. .  
. .  .. . . 

... . , I 

, I  

" I '  . ' '  
.,::. ..... I :. . ,,"..% .- , . ..l..l! . .'. There is only one problem with the bill that Congress will vote on today. It does not make the . ' .  .. 1. ''I!'. " ' . .  .- _ - .  ' ' ' 

, 

'and a level playing field, all forms of Intemet..access, whether dial-upor wireless, should be 
. . immunized from state, local, and federal taxation. While Sen. McCain's compromise does not 

. . .  

. I . . .  . ,. . .  

deet all of these criteria, it brings us a lot closer to the ultimateagoal. 

;: ' . Congress today has a chance to ring the bell for liberty. The opportunity now exists to. create, 
' ' through the growth of the Internet economy, a massive global free-trade zone. Opponents of the 

, Internet-tax ban argue that this bill will only put added presswe on all levels of government to 
lower taxes on."bricks and mortar" businesses. That's absolutely true - but 'Imspect most , '  

Americans would regard this as an added benefit of the Internet-tax ban. 

- Stephen Moore is president of the Club for Growth. 
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Export a Liberal! ' 

If they're so eager to flee to Canada; by all means, let's help them. . 
. .  

1 . .  I 
1 '  

i 

. .  
w e l l ,  my good fiend Grover Norquist may' finally see his lifelong dream come true. It looks. " . . : .  ; 
like the,Left is finally going to leave us all alone."If everything goes according to plan, blue-state 
Democrats are going to let us keep our guns and dur money and oiu kids and our faith - and all 

co  . 
4 3  

. z 3:i; 1 pi.., the other things that government keeps trying to wrest from us. ... a . 

I 
I 
t 
I 
I 
I 
I 
I 
I 
I 
I 

. . .  

!, I 

. .  

. I .,.; : 

1of2 ' 

The Canadian embassy reports that the requests from U.S. citizens for travel visas, citizenship 
applications, and political-asylum petitions have skyrocketed since the glorious day of 
November 2,2004, when big-government liberalism was once again relegated to the ash heap of 
history (for the next four years, at least). One contact at the Canadian embassy told me that they 
are overwhelmed with requests to enter the country from Canada's neighbor to the south. The 
Canadians haven't seen this kind of invasion of young discontented Americans since the 
Vietnam draft dodgers poured across the border. 

' 

European nations, especially France, are also reporting a surge in applications from Americans 
wanting to leave these shores immediately (and hopefully for good). It appears that if the Left in 
America can't bring the European welfare state and high taxes on *e rich to America, they will 
go to enjoy them in Europe. - _  

It would also appear, then, that the party that preaches tolerance as the preeminent virtue just 
can't tolerate one thing: conservatives. (This, is especially true when conservatives control the 

Left got on Election Day - when every one of your core values (tax hikes on the rich, abortion 
instruments of political power.) Well, I respect that. When you get a fanny-whupping like the :; ;.!)I j'-* 

:.a .;' . JK I .  r .. on demand, government-run health care, reparation payments for slavery, one-world 
government, polygamy) has been rejected by your bigoted and narrow-minded fellow citizens - 
it's cowardly to stick around. 

I mean, really: How cari any self-respecting blue-state liberal Democrat possibly stomach four . 

more years of Republican rule in America (which, for many of the MTV Rock the Vote 
Generation-Xers, must seem like consecutive life 'sentences)? Do liberals really want the Darth 

' .  I 
' .  

Vader of American politics, Karl Rove, to rub their noses in it for another four-year term? Can'- 
they fathom being governed by red-state conservative Republicans, who, if the New York Times. 
is right, have such low 1.Q.s that it's hard to believe we ever managed to get toilet trained? 

Liberals of America, unite! Leave this horrid and wicked and irredeemable backwater! Why not 
create a workers! paradise off the shores of France? You can all speak French, allow Janet 
Jackson to show both her breasts, create a cradle-to-grave welfare state, drink Starbucks lattes, 

i .  
0 

. .  
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read 'the New. York Times. every day, scramble the. satellite,signal for Fox'News, and worship-; ' , ' ' -  

' Now, therek the catch in all this. It turns Q M ~ .  that a lot of the liberals can't afford the . .  trip, or the. 

. .  
: 3:1J . i 'I ', ' ,: . 

.: <.:: . , ; j , : : . .  

. .  
I.. . . your new leader, Michael Moore! Hell, we'll throw in Harvard and the whole faculty! It's a gift.' 

Here's 
they will almost certainly bring it right to yourdoorstep. . 

addedincentive: You will never have to .take the war 'on terrorism .to the"terrorists; . .. ... r 
. .. . .  

'.:..;,lil: . : . .  
. .  

. .  

. 

. .  
I '  

i 
I . '  . .  

! 

. .  . 
I . .  

4' 
@'l' , , ' entry fee into places like Canada. 

': 
So here's my idea: a new project called the Exprt a Liberal Fund. From this pool: we will donate 

. .  

I . , , ' 

. .  
' $100 to every liberal who agrees to give up his U.S; citizenship and flee the country 

* .  

. permanently. '. . 

' W  
u3 
(u 
P4 

Warning # 1 : There's no coming back for health care when you get sick; 
' ,  

Warning #2: There will be no amnesty program. These are one-way tickets. 

. .  
. 1  

Pb. Before the 2000 elections, the Alec Baldwins :and the Barbara Streisands of ,the .world. promised 
that they would leave the country if Bush won. The good news is that Bush indeed .won;'the bad 1' .  ' 

news is that Streisand and Baldwin did what liberals always seem to do: they lied.' And, alas;. , I  , . . .  

. !i 

. .  
* . they are still among us.' 

.::t.! .; .' 
.Bpt this time they are serious about leaving.; With Bush's election' the Renaissance was over; 
with his reelection, the Dark Ages have definitively,descended upon America. These leftists I ' . I  

. .  
, , -. 
i ' 3 .,.; 2:: 

. Z L .  . ., , .  
. , ' therefore want out - so they can seek more socialist.pastures. They just need a little nudge,.a . ' 

little financial incentive. .. . 
I 

I 

'I, for one, stand ready and willing to do my patriotic part and contribute to the Export-a Liberal 
Fund. I'hope you will join me in this worthy charitable endeavor. Let's really go out and paint ' 

the country red! __ r 

- Stephen Moore . .  is a contributing editor of National.Review. . . .  

' I :  
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The Ten Races That Matter Most 
An election-night checklist. 

. .  

I 

. .  
1 1'. ' 

Every '  election brings at least one or two wonderhl shockwaves, and, with them, an equal 
number of heartbreakers. Which ones should we"1ook out for this year? ' 

Here I try to select for conservatives a list of the congressional and Senate races that have the. 
most at stake for promoting growth and free markets..Here are the top races to keep an 
especially close eye on during election night: 

. I  

- .  

1. Oklahoma Senate: The federal budget is out of control, and thete are too few senators today 
who believe in less government and advocate the elimination of worthless and obsolete federal 
agencies. What is needed in the Senate is a warrior for fiscal restraint; Tom Coburn will be just 
that. He will tie the Senate up in knots, if that's what is needed, to stop the passage of fiscally 
reckless spending bills. Coburn will be a free-m'arket conservative version of John McCain in 
the Senate. He is every lobbyist's worst nightmare, because he can't be bought. Coburn was the 
fiscal conscience of the House of Representatives. He received five "A" grades fiom the 
National Taxpayers Union and he kept his thee-term-limit pledge in the House. His opponent, 
Brad Carson, is a slick-talking Bill Clinton type. 

2. South Carolina Senate: Jim DeMint is one of the most pro-fiee-market and principled men 
in Congress. He has received the prestigious lifetime "Taxpayer Hero" citation fiom Citizens 
Against Government Waste. He has earned "A" grades fiom the National Taxpayers Union in 
four of the five years he has served in Congress. DeMint promised to serve three terms in the 
House, and he did. He was one of the 25 Republican heroes who voted against the fiscally 
irresponsible Medicare-expansion bill last year, even though he was told that it would hurt his 
chances of winning the Senate seat. He is the author of the most comprehensive proposal for 
Social Security persona1,accounts in the U.S. House. He is for eliminating the income tax. 
What's not to like? 

' I  

' I  
. .  

I 

1 

,- . 

4. Colorado Senate: We all know that Pete Coors is a woeful debater. But he's a strong 
supply-side pro-growth candidate with deep roots in the conservative movement. In a Congress 
filled with too many career politicians a d  lawyers, Coors would bring a much-needed 
businessman's perspective to Capitol Hill. The Democrats have nominated a popular Hispanic 
state attorney general, Ken Salazar, who is masquerading as a centrist. In reality, Salazar is a 

3. South Dakota Senate: If you want to kill. the beast, you cut it ,off at its head. Tom Daschle 
has been a thorn in the side of pro-growth conservatives' for years. Defeating Daschle is key to 
the fiee-trade agenda, judicial appointments, and the elimination of the death tax. John Thune is 
no great shakes on fiscal issues; he compiled a weak voting record for a Republican during hist. 
time in the House. But beating Daschle would be the ultimate election-night prize. 

' I  . .  . 
I 
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. I  Ker~!y Democrat who wants to repeal the BushJax .cuts, renew the death tax,'and who opposes . . . .  

. .  . 
. -  

r. . .  
. .  . 

tort reform. 

5 :  Colorado District 4: Congresswoman Marilyn Musgrave is under attack from;a . ,- . . 

multi-millionaire, left-wing activist who 'has spent more 'than $600,000 in TV ads to ,defeat her. 
The assault on Musgrave centers around her social-conservative stands (she is the lead'sponsor 
of the Federal Marriage Amendment); she dr+& fire for her itaunch fiscal conservatism, too. 
These ,assaults have made her vulnerable.. She ib an indispensable free-market conservative'in 

! I  the House; and her defeat would be a real blow: She.was another ofthe 25 Republican heroes. 
1 '  ' who voted against the fiscally irresponsible Medicare-expansion bill last year. 'She"!ook on'the . . -:. . 

' powerful Republican chainnan of the Transportation Committee when he wanted to raise the .. 

. .  
i .  .. . 

: .  , 

I 

: .: i ' 

. . . 

. ' I  gas tax. We can't let deep-pocketed liberals run our champions out of town.. ' . . . .. 

6. Texas District 17: Thanks to redistricting in Texas, most of the close House races this year - 
are deep in the Lone Star state. The GOP has a great opportunity in this race to knock out a huge 
migraine in the U.S. House: Congressman Chet Edwards. Arlene Wohlgemuth is just the lady to 
do it. Wohlgemuq is a state representative who cut billions of dollars out of the Texas budget. 
Edwards, on the other hand, got four "F" grades in the past five years from National Taxpayers 
Union. The Democrats are ferociously fighting to hold on to this seat , g d  have poured $1.7 
million into the race, with a good chunk coming from lawyers, lobbyists, and unions. It would 
b? sweet to defeat that unholy trinity of donors. 

1 '  

. .  
I 

I 

7. Puerto Rico: Puerto Rico does not have a floor vote in the House. But Luis Fortune could 
become quite influential in the Republican caucus. If he wins, he will be the first-ever resident 
commissioner to caucus with the Republicans, and he could become one of the GOP's stars in 
'the House. He is solid on all the key economic-growth issues, and, better yet, understands and 
can explain them in English and Spanish. He could become a very valuable asset for 
Republicans in fbture election campaigns as the GOP reaches out to Latino voters. 

8. Texas District 2: Judge Ted Poe has become a bit of a national folk hero for his unusual 
approach to retribution for criminals, known as "creative sentencing." (Liberals hate it.) As 
noted in news accounts, his sentences have included requiring "murderers to hang pictures of 
their victims in their jail cells, auto thieves to give their cars to victims, and minor offenders to 
read books from a court-approved reading list." He is obviously an independent and creative 

Democratic incumbent (four-term Rep. Nick Lampson) endangered by the newly drawn 
congressional-district lines. It would be niceJo retire Lampson early. 

9. Cathy McMorris in Washington: State Rep. Cathy McMoms is young, attractive, 
articulate, and a fierce bulldog in supporting smaller government and lower taxes. In short, she 
is exactly what the GOP needs in Congress to counteract liberal Democrats like House Minority 
leader Nancy Pelosi. McMoms is running against a Democrat with nearly unlimited money to 
spend out of his own pocket. If she wins, don't be surprised if someday she becomes the first 
woman Speaker of the House. 

10. Texas District 4: House Majority Leader Tom DeLay has helped engineer one victory after 
another for free-market conservatives over the years. He has also run the strongest whip 
operation in the House in decades. That explains why he is under increasing fire for trumped-up 
ethics violations. He is despised by liberals not because his actions have been illegal, but 

5 

I 

I I 
I s  
I 
I 
I 
I 
I 
I 
I 
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thinker - skills that Congress desperately needs. This is another district with a liberal I ,  
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I . . because he's been completely effectivetatJheutering the Left. Now several left-wing groups are. 
dumping money into his district to defeat him. That isn't, likely to happen; in fact, despite the, . .  

deluge of dollars working against him, ,..I,, . I  dop't be surprised if DeLay gets'well over 60 percent of 
the vote. 

'1 
:I. .: . : . , 1 ' 

. .  

. .  I ;,, I 
I 

I 

. .  

With control of the House and Senate at stake, each of these. 
importance. These are contests with clear 
Senate with Tom Coburn and. without Tom Daschle would be like Christmas come early. These '. 

are my top ten; let me know if you have your .own favorites. 
I ' I .  . .  . . 

. .  . .  

. .  . .  
. .  

- Stephen Moore is president of the Club for Growth. . .  
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FERC-get About It ': . .  

I 

. .. . 
. .  

I 

:I ' 

Turn out the lights on federal electricity regulators. 

,.:.::.;: .. .-.:. 

. .  . .  . .  

.. . 
, _  

. .  

; I f there's any lesson that policy makers should have learned from the California electricity . '  '. , ': 
. ... I . . I '  ; . 

. .  blackouts of 2002 and the East Coast blackouts of earlier this year, it is that ,electric power 

dark. ' 

In California, homeowners and businesses had to ration their electricity use, dim the lights, and .. 

' turn off their air conditioners. A basic service that we as Americans take for granted - cheap 

etc..- was suddenly a scarce commodity. , '  

, 

deregulation' done the wrong way can cause3oaring prices and leave'consumers literallyhlhe . _  

' and uninterrupted'access to electric power for light, heat, computers, hair dryers, . .  dishwashers, . . . ' 

I . . . .  

. .  .. . 
... . , 

, I  

. .  

' , l:i~~~i~~:l:.:! ' : 

' ,  1 ,.!. , .  _ . .  

. .  !::\;:.: .1 

' . .  

I 
Given that the electric power network is the central nervous system of the U.S. economy, we 
better make sure that Congress and regulators get it right as they restructure the laws regulating 
electric utilities. Disruptions in electricity supply and rising prices could bring our economic 
expansion to a screeching halt. 

Unfortunately, 'federal regulators seem incapable of deregulating in ways that will benefit 
consumers and keep-the nation's supply of electricity dependable. Last year,' the Federal Energy 
Regulatory Commission (FERC) proposed a plan to restructure the national electricity market 
that would have required private power-generating companies across the country to come under 
the authority of newly created mega-regional transmission organizations. This plan would have 
essentially federalized electricity markets. The plan provoked outrage fkom governors, state 
utility commissioners, consumer groups, and free-market conservatives. FERC was forced to 
retreat. 

. :, , . ~ FERC is now trying to accomplish its power grab @rough rule-making proposals, court filings, 
and other means of regulatory fiat. FERC waflts to force local power utilities to join regional 

' 
transmission organizations (RTOs), which would effectively prevent them from providing a first 
right of service to the very customers who paid for the power plants and transmission lines in 
the first place. 

8 

I '  

I 

. . .  . . . . i . .  ' 

FERC maintains that this intervention will foster competition in electricity markets, which will 
in turn lower utility bills. That's certainly a laudable goal. But it's hard to argue that the current 
system, warts and all, hasn't kept prices low. Adjusted for inflation, electricity prices are lower 
now than they've been throughout most periods in history. Electricity prices haven't risen at 
nearly the rate that oil and other energy prices have: So why does FERC insist on "fixing" a 
system that seems to be working? 

Deregulation is supposed to mean fewer rules and less red tape. When Ronald Reagan lifted 

1 o f 2  5/5/2005 3:Ol PM . 
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. price. controls ‘on oil and natural gas in.&@early ,1980s, all that was needed was a stroke!of his . . ‘ ,  ’ 

market design). In some ways, the FERC scheme more closely resembles the multi-layers of 
bureaucracy in the failed Hillary Clinton healthcare plan than a deqegulation manifqsto. 

’ . : ; .Gi  ;ji,. ’ penon a one-page executive order. FERC needs 603 pages just toeexplain SMD (standard , . ’  ‘ _  . .  .. . 

1 

. .  . .  
* .  j ,  ’ 

FERC’s plan i,s hugely expensive. In a recent report,.the Public Power Council 
. .  .. 

the cost of FERC’s regional transmission organizations quadrupled fiom $250 milliod to $1 

more than 500 percent in four years, from 80 in 2000 to 465 in 2004. In Texas, according to the 
PPC study; the number exploded from 50 bureaucrats in 2000 to 530 in 2004. 

billion between 1998 and 2004. The number of employees at the Midwest organization jumped O I  

i. 
1 .  
i 

I 
i 

I 
I 

1 
I 
i 
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. .  

2 of2 

It appears that FERC’s primary goal is not to serve consumers, but rather to serve as a life raft to 
the merchant generating industry. This comes at the very time that Wall Street and creditLrating 
agencies are filly prepared to bury that industry because of poor business decision making. 
Standard 8z Poor’s energy analyst Peter Rigby notes that “independent power producers 
gambled on a business model based on rapid and debt-funded growth.” Now these indebted 

prices, and declining electricity demand - and they want a de facto bail out fi-om Uncle Sam. 

Bailouts of bad businesses aren’t consistent with the fi-ee-market model of survival of the fittest. 

business, but others like JetBlue rose out of their ashes. In the telecom deregulatory environment 
of the crazed late- 1990s, we witnessed tens of billions of dollars in overinvestment, shareholder 
losses, and eventual bankruptcies. Uncle Sam never rushed in to use taxpayer dollars to keep 
these companies afloat. 

Everyone wants to ensure that captive local customers aren’t price-gouged by local electric 
utilities, which in many areas still operate as legal regulated monopolies. The goal is to 
eventually allow the power markets to evolve so that homeowners and businesses can purchase 
electricity on the national power grid from any number of competing utilities. The genuine 
deregulation model in electricity should work very much like the deregulated phone service of 
today: Consumers can now choose fkom many phone companies on the basis of reliability and 
cost. Under that model, long distance prices have plummeted. 

- 

power-generating companies face a perfect storm of rising interest rates, soaring natural-gas ,,i?b i r .; 

Airline deregulation forced some ineficient airlines like Pan Am and Eastern Airlines out of ::() j # I  

FERC talks the talk of deregulation, but it intervenes in the marketplace to transform losers into 
winners. If FERC continues with this model, it may not be long before its phony “deregulation” 
scam brings the California crisis to the rest of the nation. Congress should turn out the lights at 
FERC before these bungling regulators turn the lights out on the rest of us. 

* 

:%-J . I 

- Stephen Moore is president of the Club for Growth and a senior fellow in economics at the . .  

Cat0 Institute. 1 
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omhn, , ' Bust the Antitrusters 41  

The Oracle-PeopleSofl decision is a loud message for the ,gush administration. 
I 
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L a s t  week a federal judge paved the way for one of the- 1,argest mergers in. the history of ~ ..' ' , ' '. . .  

Silicon Valley:: a $7:7 billion hostile takeover bid by computer software firm 0racle.for rival 

administration Justice Department. 

Three cheers for financial common sense prevailing .over the swash-bucking tirades of 
'overzealous trust-busting lawyers at the DOJ. ' .  

,The, biggest .victors in this decision are the shareholders of Oracle and Peoplesoft. Both stocks 

news for the competitiveness of U.S. 'industry. It will allow .ah American firm to compete head 

Germany. 

The judge in this case effectively allowed the shareholders of Peoplesoft - who, aft& all, are . 

. the owners of the'company - to make a large profit on the sale of their stock. Throughout the. ' 
past year, Oracle had been offering PeopleSoft shareholders a price that was"rough1y $5 above 
the current stock price. 

This unconditional victory for shareholders calls into. question why the Bush Justice Department 

global economy. Isn't the Bush DOJ allegedly in favor of fiee markets, shareholder rights, .and 
enhancing U.S . competitiveness? 

I 

, '' 

. PeopleSoft. This court ruling overturned an injunction against the merger by the Bush . 
. I  

. . .  
. . .  

. , . .  
' ,  ( . . . I  ' . 

... . 
, I  

. .  

. .  . .  . .  

. . .  

. .  
' sqrged in price'after news that the merger would be approved. This court ruling is also good . , ' 

I 

. I ,  . .F .. 
. . . ' on and more effectively with the giant of business computer software development, SAP of . 1. I , -. 

. I  . .  

.' 
. , .,,:&!,. ' ! ,  . , . 

. . 

' 

.. . . .  
. .  

. .  

. .  
' is employing early 20th century logic to the enforcement of antitrust policy in a 2 1 st century 

' I !  . .  

Many economic commentators have argued that George W. Bush is following the Reagan 
free-market policy model to spur faster economic growth. But when it comes to antitrust policy, 
the Bush administration has veered in exactly the opposite direction. In the early 1980s Ronald 
Reagan essentially shut down all antitrust enforcement. This led to a huge tide of mergers, 
takeovers, and corporate restructurings that made American firms far more efficient, increased 
profitability, and helped initiate the greatest stock market boom in American history. The 

economic growth than all the trust busters in American history. 

By contrast, Hewitt Pate, the head of antitrust policy in the Bush administration, has been one of 
the most aggressive adversaries of mergers and acquisitions since Jimmy Carter was in the 
White House. Statistics indicate that the Bush trust-busters have impeded many mergers that 
make financial sense. For instance, the Bush team foolishly blocked a merger a year ago 
between Target and Dart home-appliance stores. 

' 

corporate raiders at Drexel Bumham arguably did more to enhance shareholder wealth and U.S. (: ". 

\;' 
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These are the same wise-heads at DIQJ:,ho prevented a merger between United Airlines and 
U..S. Air. That decision now belongs in the hall of fame of government mishaps. Instead of , : 
allowing the marketplace to create one potentially profitable large carrier, we now have two that 

. , ._ 

’: 
. . , #  ’ 

are teetering on the verge of Chapter’l’l . Just a few. years.ago’ 
monopoly threat to the fiiendly skies. They now receive 
to stay aloft - and may not for much longer. Instead of 

. .  

. .  

I 

’ 0 s .  
. .  

. .  

there could be none. . 

Why did this happen? The answer is that there is-a false belief that mergers between industry . 

rivals reduces competition and therefore raises prices for consumers. “Simple common sense,’’ 
. 

.I! . i ,. Pate announced earlier this year, “would suggest that this merger would .be bad for . . .* 

competition.’’ 

That was clearly false in this particular case - which is why Oracle won in court. Oracle now 
controls 7 percent of the business software market. PeopleSoft roughly another 8 percent. The 
merger would bring Oracle’s share to 15 percent. Can a firm that commands one-seventh of a 
market fix prices? If so, cornflakes would cost $8 a box. , 

Meanwhile, other software firms, most prominently Microsoft, are now preparing to introduce 
their own rival business soha re  packages - which would shrink market share even lower for 
this combined firm. The biggest advocate of squelching the assimilation of these two U.S. finns 
was German rival SAP. 

On balance, and in more cases than not, the macro-impact of famous recent Justice Department 
antitrust actions has been economically debilitating. Companies like AT&T, Microsoft, IBM, 
and General Motors, businesses that were once thought by Justice Department officials to be 
gobbling up the marketplace like Pac Men, &e today facing swanns of domestic apd 
international competitive forces that in some cases have caused these firms to come to 
Washington pleading for protection. Today’s monopoly is tomorrow’s corporate-welfare 
recipient wielding a tin cup. The government on one hand won’t allow firms to overly achieve; 
on the other hand it won’t allow them to fail. 

Antitrust actions may have made sense during the era of Theodore Roosevelt, when firms like 
Standard Oil could truly monopolize local markets. But in the 21st century, where markets are 
global, the idea that firms can gouge consumers on prices is as antiquated as the stage coach. 
Consumers are more fickle and cost-conscious than ever before. If prices get out of line in any 
market where there are no barriers to entry, competitors swoop in and lower costs so that 
monopoly rents disappear. 

What’s more, antitrust is nothing more than a devious form of corporate welfare where the 
aggrieved who can’t compete in the open market rush to Uncle Sam for aid. For evidence of 
this, consider Oracle. There is a delicious irony in this latest case: The Oracle that is being 
damaged by the Justice Department is the same firm that cheered on the trustbusters when they 
sunk their fangs into Microsoft. Oracle CEO Larry Ellison was one of the instigators of the 
Microsoft action, which is why, as a Wall Street Journal editorial recently noted, “the company 
has a hard time playing the role of Damsel in Distress.” 

One strange repercussion of the lawsuit against Microsoft was that even Microsoft’s competitors 
were injured byothe case. A number of academic studies now show that the lawsuit’s plaintiffs 
- including Sun Microsystems and Oracle - not only depressed Microsoft share prices, but 
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tk;eir own as well. When the technology trust-busters were on the prowl, all tech stockstookta. 
hit, because investors realized that if a technology firm started to experience rapid growth, it 
might fall victim to the same witch hunt suffered by Mi,croso&., . .  

In fact, scholars at the American Enterprise Institute have argued that the Microsoft antitrhst 
action helped precipitate the market meltdown of all technology stocks that began in 1999,'Can 

' . ;; (jl 4 : - , ... 
, .  

e , . 
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' . ... . . .  . 
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anyone imagine Japan or Germany bringing,.$lawsuit against one of their most successfbl and 
profitable home-grown export firms? The U.&:antitrust actions ohly invited the :E.U. to sue. 
'Microsoft, forcing the company to pay .billion$ of dollars in economic ransom. . 

. .  
. .  

. .  

Of course, not all mergers make sense. Several years ago Quaker Oats purchased Snapple for 
about three-times its market value. It lost billions in the process. The issue is who should 
regulate the advisability of merger activities: investors who put up their own money, or 
government lawyers? Which group is more likely to safeguard shareholder value? 

I 

Now is the time for the Bush administration to lighten the enforcementaburden of antitrust law 
and for Congress to do what it should have done long ago: repeal the Shennan antitrust laws. 
These laws were meant to protect consumers fkom higher prices, paid 'as a kind of.ransom to 
monopolies that gain enormous market share. There are few if any such industries where this 

technology competes with scores of others for consumer and business dollars. For example, 
mtellite dishes keep cable TV prices in check even when the cable market is technically a 
monopoly. These competitive forces explain why prices are stable or falling in virtually every 
industry except where the government has created its own legal monopoly. The U.S. Postal 
Service and public education are examples of this. 

President Bush has announced that his goal is to create an ownership society, so Americans can 
own their own homes, their own businesses, and their own portfolios of stopk. Consistent with 
this goal, the White House has advanced pro-investor tax policies that have helped boost the 
stock market. Yet lawyers at the Justice Department are pursuing a set of policy objectives that 
are intentionally depressing stock values. Now that the DOJ has lost in court it should allow the 
Oracle-Peoplesoft merger to proceed unimpeded. If it wants to hunt down inefficient, 
anti-consumer monopolies, it should focus its attention on the Postal Service and Amtrak. 

l:u,>; '. 'ili I '  " ' 

concern still exists. There are no longer discreet geographical or product markets. One >.!l.l ' 1 

' 

I 

- Stephen Moore is president of the Club for Growth and a senior fellow in eco.nomics at the 
Cat0 Institute. 
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Time to Shine 

. .  With a good convention performance, Bush can put Kerry away. . 

. .  . . .  
. .  

G e o r i e  Bush is now in position tQ.,turn a close race into a comfortable lead . .  that he never ' . , ' 

again relinquishes. I 

The president has had a remarkably good two weeks, perhaps his best two weeks of the year, 
' 

thanks in part to, the Swift Boat Veterans' ads..Voters are getting to,know John Kerry, and they 
are sick of him already. - 

. .  

This race has many similarities to the 1984 Reagan and 1996 Clintdn re-election contests,. In 
both of those campaigns the race was relatively close until the presidents shone at their 
respective conventions, and Mondale and Dole were simply left in the dust. It's hard to believe 
in retrospect that anyone ever believed that those elections would be'close. They weren't, and if 
Bush performs well on Thursday night, this race won't be especially close either. What's more, if 
he can put a comfortable distance between himself and Kerry in the polls, I predict that 
Democratic candidates from the South and the West will start distancing themselves from Kerry 
- and the entire ticket will crash like a house of cards. 

So what can Bush do to put Kerry away? Here are some tips for how the president can knock 
this speech out of the park: I 

e Defend the tax cut. Here Bush has a great story to tell. The average family of four with ,an 
income of $40,000 got a $2,000 tax cut. A family with an income of $65,000 received almost 
$4,000 off their bill from the IRS. Kerry voted against marriage-penalty elimination, death-tax 
elimination, child credits, dividend relief, and a lower capital-gains tax. It wouldn't hurt to 
remind voters that this candidate who allegedly cares so much about the financial plight of the 
middle class keeps voting against their financial interests. 

0 Trumpet the economic gains of the past two years. Bush has the lowest misery index 
(inflation plus unemployment) of any president since LBJ. The stock market is up 20 percent 
since the tax cut. Our unemployment rate is among the lowest in the industrialized world. The 
recession began under Clinton: Bush inherited the economic slump; he didn't create it. America 
is on the mend and growing. Sound the trumpet for growth and optimism. People are tired of the 
whiny Left, which keeps talking down America with preposterous rhetoric about the worst 
economy since Herbert Hoover. 

I '  .. . 

, 

. . . ,  . 

. . ::... ..; . .  

.. . 

' . .  1 ' 

I 

Propose private accounts for Social Security. Why not create 50-75 million new 
investor-class Apericans by converting Social Security into a private acco.unt system? There's 
no better way to win the hearts and souls of young voters. . .  
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Eyd the tyranny of the IRS'tax code by offering an optional flat tax for taxfilers.;Bush h& 
, , 

gotten us halfway to a consumption tax through his reductions in the income tax, the death tax, 
and the capital-gains tax. Let's finish the job by offering every American a postcafd return with a 
19 percent tax rate and only one deduction - for his kids. If workers want to choose the flat tax, 
fine; if they want to stay with the compliated system, let them. 

I 

#I' 1 

I%', 

Trash the trial lawyers. There are two Ameficas: trial lawyers who get rich raping American 
businesses and consumers (a la John Edwards):and everyone else! 

Get Arnold up on stage with you! Arnold is the most popular politician in America. He's the 
Kerry -Terminator. 

0 Appoint a new Grace Commission to root out the waste and ineficiencies embedded in the 
federal budget. If Bush won't control spending, get a commission to shine a spotlight on how 
many of America's tax dollars go down the federal rat hole. Polls show that most Americans 
believe that anywhere between 25 and 50 cents on the dollar is wasted,,and they're probably 

I 

I right. 
I 

e Be Reaganesque: Make people laugh - and make people laugh at Kerry. Bush has a habit of 
ta,king himself too seriously. These are serious times, but a little humor and light-hearted 
ridicule aimed at Keny can help vanquish this dour left-winger.' I 

In the last ten days, the odds of Bush's winning have risen from 52 percent to 57 percent on most 
betting lines. The smart money is moving toward Bush. After the convention he should be 
trading at 60 cents or more on the dollar, if he shines during primetime. And if that happens, 
liberals - so desperate to take back power fiom the Right - are going to start panicking and 
then start eating their young. This should be fun to watch. 

- Stephen Moore is president of the Club for Growth. 
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Choosing Chile over Champagne makes a difference. 
Grapes of Wrath I 

I . .  
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. I  
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T h e  latest reports on France's socialistic economy portray a bleak pictie of French wqrkers'on. I : ' . .  .: 
soared to 9.5 percent, and the economic growth r&e over the past year has trudged forward at , 

the turtle-like speed of 1 S'percent (versus about 4.5 percent for the U.S.). If the U.S. had an 
unemployment rate as high as Fr,ance, there would be about six million more Americans out of 

line. . . !  

. .  

. a treadmill running faster and faster just to stay in place. The French unemployment rate has 

work - the equivalent ofputting every worker in the state .of . .  Michigan in an unemployment 

. 

I 
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I 

. Of course, the major reason France is suffering this economic sclerosis is its love affair with 

behind the Iron Curtain racing to adopt capitalism ,and fkee markets, iirguably the most 
socialistic economy, among the industrialized nations is based in Paris. Taxes are so high - to 
feed France's obese welfare state - that virtually no net new jobs have been created in France 

. 

::):.-,,-;;. . . Pd. . socialist policies. With Communism now on the ash heap of history and the nations formerly s . . i  ~. 

. . .  
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. .  ' ' so far this century. 
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Compounding France's economic miseries has been the residual damage fiom the boycott by 
Americans of everything French. Last year millions of Americans, incensed by the French 
government's outrageous failure to support the U.S. in the war in Iraq, heeded the advice of 
talk-show icon Bill O'Reilly and began a boycott of French products. Even though critics like 
the New York Times editorialized that the boycott was futile, the immediate impact of the 
voluntary decision by Americans not to buy French goods (from cheese to lingerie to wine) - 
or to travel to Paris or the French Riviera for vacation - hurt the French big-time in the 
pocketbook. 

But despite assurances from French officials that the economy has weathered the storm and that 
no aftershocks persist, the truth is that France is still suffering from the boycott. 

4 ' 

. 

The short-tern impact of the boycott against the French was devastating to key French 
industries. According to a report by the trade publication Wine Spectator, French wine sales fell 
by 26 percent in the first three months of the boycott and the global share of wine sales by 
France for the first half of 2003 plummeted by half. A poll by the French Luxury Marketing , 

Council discovered that nearly 4 out of every 10 wealthy Americans were swearing off French 
goods. 

Now the evidence for 2004 indicates continued residual damage to the French business 
environment resulting from the boycott. Real imports fiom France to the U.S., which stood at 
$2.6 billion a year in 2001, are on course to reach barely $2.5 billion in 2004. French wine sales 
have not recovered, potentially because consumers switched to new brands and never went back. 

. .  
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Here is what the evidence shows: The value of French wine exports fell 10 percent in the first 
five months of 2004, compared with the same period in 2002. Even more embarrassing for the 
French is that wines fiom California, Chile, and Australia ovkook French wines on global 
export markets for the first time last year. France exported 1.78 billion bottles; new-world 
vintners exported 1.93 billion. I 

French tourism has evidently recovered, but igftustrial production and investment continue their 
qnemic growth rates. French business investmeht is nearly flat at one-percent growth a year. 

Of course, if anti-French fervor is evident in the U.S., the views of the French toward Americans 
are even more hostile. The French have launched their own boycott of American products, like 
Coca-Cola and McDonalds, but there's no evidence that it has harmed U.S. export volume 
much. 

Anti-Americanism appears to be spreading in Europe, and this may hurt our export markets. As 
a strong advocate of the benefits of global fiee trade, I find that deeply troubling and 
economically destructive. But the U.S. government must not adjust our foreign and 
national-security pblicies to accommodate European pacifists and socialists. The paramount 
mission of the U.S. government is to protect the security of pur nation: If the French and 
Germans prefer not to trade with us as we pursue that mission, then losing their trade dollars is a 
small price to pay. 

' 

I 

bu.iB 

I". 

I 

. .  

I ,  
t 

The French are not our military allies, and they have unapologetically turned their back on a 
loyal'fiiend. That's a sad statementito make on the 60-year anniversary of the U.S. liberation of 
France. But it is something Americans should remember when.deciding between a French red 
wine and one fiom Napa Valley. 

- Stephen Moore is president of the Club for Growth. 
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. ' Killing the Class-Warfare Argument 
The rich are paying more taxes since the Bush tax cuts. 

1 

. 

. .  . .  

o n e  of the inconvenient facts for the foes of the Bush tax cuts 'is that the . .  percentage of total' 
' 

' taxes paid by the rich rose'after the economic stimulus plan was put into' effect. This . 

consequence of the Bush tax cuts is highly damaging to the case by the'Bush-haters that his tax 
cuts disproportionately benefit Halliburton executives and Biil Gates,. Moreover, the Bush tax. 
cuts took some 2 million low-income taxpayers off the'tay roles entirely, so it's hard to argue ' ' 

. .  that working families didn't get a financial benefit. . .  
..., I ! : ,  ,c ., I . .  " I I  I.. .. 

. .  

But the Left continues to work as best it can around these facts. The'Kerry-Edwards campaign is 
now touting a new study by the Congressional Budget Office which purportedly finds that last 
year's tax cut was tilted to the rich. There's just one problem with this class-warfare whine: It 
just isn't true. 1 

4 ' . .  

. .  
. .  

.. .+: . . '. . ..,.-i.,. 

1 of2 

What the CBO report did conclude was that the total tax share by the richest 1 percent declined 
modestly fkom 2001 to 2004. But that wasn't because of the tax cut. It was because of the ' 

recession. When the economy contracts and incomes fall as they did in 2001 and 2002, tax 
payments by the wealthy fall the fastest. This is because of the progressive rate structure of the 
income tax. In other words, if everyone's income falls by 10 percent, the overall percentage of 
taxes paid by the wealthy falls, because they pay a higher marginal tax rate. 

What this means is that the best way to get the rich to pay more taxes is to incentivize their 
incomes to rise. For every extra dollar the rich person earns, about 30 to 40 cents goes into'the 
government coffers. And since the Bush tax cuts have helped put the economy back on track, as 
evidenced by the 4.5 percent real growth rate of the economy since May 2003, the share of taxes 
pkid by the rich has started to rise again. 

Those who actually read the CBO study will discover that it confirms exactly this point. From 
2001 to 2004 incomes have fallen sharply for the highest income groups. IRS data shows that in 
2002, taxable income fell by about 4.3 percent, with declines steepest among the highest income 
groups. In 2002, income fell for the second year in a row. Prior to 2000, annual incomes hadn't 
fallen since 1953. The New York Times recently reported that income fell 63 percent fkom 2000 
to 2002 for the highest income bracket. When the rich make less; so does the government. So . 
why do members of the Left hate the rich so much? Without them, there would be no money to 
finance the government. 

A recent report fkom the Treasury Department confirms that the rich are paying a bigger share of 
taxes than they would if the Bush tax cuts hadn't passed. The Treasury estimates that the top 1 
percent of earners will pay about 32.3 percent of taxes this year, which is the same as the CBO 
estimate. The Treasury also estimates, however, that absent the tax cuts, the top 1 percent would 
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8 -  1 The Treasury data confirm that the real impact of the tax cuts on the rich has been precisely the 
opposite of what the CBO study suggests. By resuscitating the economy and spurring-a 
turnaround in income growth, the tax cuts have increased the share paid by the rich. Real 
income growth has increased significantlg,since the 2003 tax cuts were passed, increasing at 
faster than a 6 percent rate in the first two qu.$ers of 2004. with the economy now growing 
more quickly, we can expect the tax shares pda by high-income gioups to increase. 

There is another reason to suspect that as the Bush tax cuts continue to kick in, they will 
increase tax payments by the wealthy. People are much more likely to work harder, engage in 
entrepreneurial activity, and make investments when the government is confiscating less of the 
monetary rewards for these activities. When you tax something, you get less of it. 

This is obvious to most people. It’s why we tax socially undesirable activities like smoking and 
drinking. It’s why we fine people for traffic violations. Similarly, whenwe tax income, people 
tend to have less of it - either fkom working less or spending their time, effort, arid money on 

are both consumers and investors - and the present rates not only check consumption but 
discourage investment, and encourage the diversion of funds and effoh into activities aimed 
more at the avoidance of taxes than the efficient production of goods.” 

Those who argue that the Bush tax cuts were a “give-away’? to the rich assume that incomes ’ 

grow at a constant rate, regardlesslof how heavily they are taxed. That is the fallacy of the recent 
CBO study. The report concedes: “Our analysis does not account for incomes changing in 
response to the tax cuts.” It’s like assuming that you’re not going to take off any weight if you 
stop eating hot fudge sundaes with whipped cream and cherries on top. This is the same 
whimsical logic that compelled the tax accountants on Capitol Hill to famoysly estimate that a 
100 percent income-tax rate would bring in billions of dollars in federal revenue. 

One final point: The CBO study confirms that the rich carry the bulk of the tax burden on their 
shoulders. The CBO estimate says that the share of income taxes paid by the richest 20 percent 
of earners fell fkom 82.5 percent to 82.1 percent in 2004. The report also states that the top 10 
percent of earners will pay “only” 66.7 percent of 2004 taxes, with the top 1 percent paying 32.3 
percent. Fully 80 percent of Americans pay less than 18 percent of total income taxes. Not even 

I . .  

tax-avoidance schemes. JFK understood this, writing that “Middle and’ higher-income families 1 r;dorc/nl~~ 

- 1  
I .  

I 

I 

1 

A1 Sharpton could look at this data and say the rich are getting a fiee ride. * .  

;i(.’src: IT; I 
How much exactly does the Kerry-Edwards team want the rich to pay? Seventy percent? Eijjhty 
percent? One hundred percent? Does the Left want rich people like Barbara Streisand, George 
Soros, Teresa Heinz, and Ted Kennedy to pay all the taxes? Hey, now there’s an idea . . . 
- Stephen Moore is president of the Club for Growth. Phil Kerpen is a research assistant at 
the Club for Growth. 

http://www.nationalreview.com/moore/moore20O408 191 201 .asp . ’ 

5/5/2005 2 5 9  PM 
. .  



. .  

Nationalr Review Online . .  

+ 

. 
. . . .  

. . . . .  E-mail Auth . , ' 
. . Author Archiv? . ' ' 

. a  . .  
.- 

. I  . .  
1-- , . .  

.. 
.. ... Send toa Friend ...... . . . . . .  ! -... .--...----.. - . .  

. . .  ' % .  <%printurl = . ' 

, Request.Se&erVariables("URL")%> 
Printversion 

Stephen Moo: . ' I  

... . . .  . . .  . . . .  . .  
I '  

MR0 Financial Columnist 
. . . .  
. . .  I . .  

. .  July 28,'2004,8:29 a.m. . C M  1 I . 

Meet the Left ' .I' 
*'r , , ' ' Don't be fooled by the TV spinmeisters. 
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L .  . .  . BOSTON, MASS - I'm stuck in Boston doing some radio and'TVinterviews and I'feel as though ... 
, _  I'm in one of those sci-fi'movies like Escape. fiom New York where the U.S. .government turns 

Manhattan into a penal fann and the streets are filled with nothing but packs'of awful,,and .. 

ideas are), but it's almost as if a condition'of entry this week at,Logan Airport is having a few . 

' 

. maniacal criminals. These folks who've come to Boston this week aren't dkgerous (though their . I  . 

qr 
o(3 
03 ' 

P4 . 
P% screws loose. 

. 
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The Democratic National Convention can best be described as a lavish Bush-bashing festival. I 
I (Unfortunately, they're not here to protest steel tariffs or a doubling of:the education budget.) 

These people detest Bush the way cats detest bathtubs. 
I 

Of course, the party organizers are terrified that the Amen& public will actually see these 
Bush haters foaming at the mouth and twitching at the very name of George W., so they have 
adopted a theme here: "Keep the message positive." Part of the trick is to ask the delegates to 
masquerade as normal people, or at least virtually normal people. In effect, they are saying to the 
party faithful, "You know the way you always act. Don't be that way. At least for 96 hours, wash 

I 

I 

. . . .  

% ' . :  7::. - 
your hair, be polite, pretend you actually like America and work at a real job."' ' . . .  

1: 

The TV networks have accommodated in promoting this charade. The panoramic shots of the 
convention give the impression that there's no one here in Beantown but middle-class, 
flag-waving, child-hugging bus drivers and construction workers and soccer moms and 
grandmothers who are infuriated by Bush's economic failures and his ill-conceived war games. 

Don't be fooled by the spinmeisters. These people are not middle America. When you go into 
the bakeries, you can actually purchase wedding cakes. with two brides on the top. A baker tells 
me even straight couples are purchasing these ultra--chic wedding cakes, as a sign of solidarity. 
The best-selling t-shirt shows George Washington standing aside George W. Bush. Under 
Washington the caption reads: "Could not tell a lie." Under Bush the caption: "Could not tell the 
truth." Every third car has a bumper sticker screaming: "RE-DEFEAT BUSH IN 2004." And 
then, of course, there are the many fonns of advocacy for regime change in America. Leftist 
protesters give out placards reading: "George Bush is a lying sack of s%$@." Gee, I remember 
when liberals said hate wasn't a family value. 

- 

It seems every person I have met here is either a trial lawyer (the Edwards Brigade), a school 
teacher (about one third of the delegates are traditionally NEA members), a politician, a 
discontented student whining about cuts in school aid, or a lobbyist for a Washington-based 
tax-eating organization. These folks have as much interest in tax cuts as Linda Ronstadt has in 
lo-cal desserts. The common refi-ain fiom all of them is: more, more, more. More school 
fimding, more child care, more taxes on the rich, more peanuts served on airlines, more drive-by 

I . . A  . 

. .  
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abortions, more bilingual education, ,more:pennants for the Red Sox (they are after all entitled, 
are they not?), more drivers licenses for illegal aliens. 

Oh, and the hypocrisy. Receptions this week are hosted by multimjllionaire trial lawyers and 
Hollywood stars munching on imported Caviar and sucking down rench Merlots 

upper-crust liberals know about how the other half lives is gleaned when maids from uatamala 
come to turn their beds down and lay a Godiva Chocolate on their pillows. 

Perhaps the most memorable moment for me was when two antiwar protesters with "Make 
Love, Not War" shirts (I'm not making this up) strutted in front of my taxi and shouted 
expletives, daring us to run them over. 

I 

Y ' I  

protesting how unfair Bush's policies have been for poor people.' The T only thing thes 

A , ,  

i I'm no George W. cheerleader myself, as regular readers of NRO can attest, but I'm more 
I '  

convinced than ever now of how dangerous the Kerry-Edwards Democrats really are. This is no t  
Bill Clinton's party - I don't care what Hillary and A1 Hunt say. The faqade of New Democrat 
moderation has been stripped to the bone. Every Democrat pundit I have spoken to here has 
stressed John Kerry's moderation and fiscal-conservative credentials. Kerry will be just like 
Clinton on the economy, they say. But Clinton ran as a fiee trader; Kerry campaigned in the 
primaries against free trade. Clinton signed into law a cut in the capital-gains tbc; Kerry 
promises to raise it. Clinton supported welfare reform; Keny has voted against it. Clinton was a 
moderate governor; Kerry is the number one liberal in the Senate. If Kerry can carry off this 
New Democrat label, then I'm Michael Jordan Jr. with a 40-inch vertical leap about to play for 
the U.S. Olympic dream-team in Athens. 

' 

Engaging the Democratic faithful in even playful debate on issues can be exacerbating. When a 
group of students were denouncing Bush's tax cuts for the rich, I asked them how it is that the 
percentage of taxes paid by the rich went up, not down, after the Bush tax cuts. Blank stares and 
open jaws. Twenty seconds into the debate and they were already out of intellectual ammunition 
- and these kids go to Ivy League schools. One stunningly obtuse girl from Vasser told me she 
favors Kerry because what she wants most in 21 st-century America is "a radical redistribution in 
wealth.'' I tried to politely remind her that any third-rate dictator can redistribute wealth (even 
Pol Pot was good at that); the hard part is creating wealth. 

I'll escape Boston with a sense of relief, yes, but also and mostly with terror that in six months 
these oddballs and misfits may actually be running the government. I have this recurring , 

nightmare of Michael Moore as secretary of state, Al Franken as treasury secretary, and Barbara 
Streisand on the Supreme Court. 

I Grouch0 M m  once famously said he didn't want to belong to any club that would have him as a 
member. Well, I would never want to have a president who is a member of a political party who 
would have chumps like these as members. It seems unjust that so many pin-headed liberals , 

could convene at one time under one roof when so many of them promised they would leave the 

I 

country if George W. Bush became president. 4 

I 

Typical liberals: They never keep their word. 
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- Stephen Moore is president of the Club for Growth. 
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rr , , ' Budget 1Matter.s ' '\ How to.end fiscal malpractice in Washington. . 
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I I n  recent years Congress has been spending money in such a financially reckless matter that our 
federal budget-making process now resembles that of a debt-ridden and corrupt third-world 
government. It took nearly 200 years for Congress to reach a $1 trillion budget (1987), but in 
just the last ten years, the budget has expanded by another $1 trillion. Rweot U.S General 
Accounting Office audits of federal agencies find that tens of billions of dollars is spent 
inefficiently, spent ion duplicative services, spent on overpayment to vendors, or is just missing 
- i.e., no one knows what happened to the money. Thank goodness Congress doesn't have the 
authority to print money or it might try that to fmance its unquenchable spending appetite. 

' 

I 

I have long argued that one reason we have seen this financial malpractice on Capitol Hill over 
the past three decades has been the 1974 Budget Act, passed by the liberal post-Watergate 
Congtress. This law gave Congress-almost unlimited power to spend money, and stripped the 

Thirty years, and $3 trillion in debt later, it is time to enact a new Budget Act. The best proposal 
is the Family Budget Protection Act. This bill, sponsored by Chris Cox of California, Jeb 
Hensarling of Texas;Paul Ryan of Wisconsin, and Chris Chocolaof Indiana would help restore 
budget discipline in Congress and provide tools to eliminate wasteful and obsolete government 
programs. It recognizes that American families and businesses have to live within a budget - 
why not Congress? 

The rules of the budget game have a big impact on the game's outcome. We need new rules that 
put the interests of taxpayers fist. That is precisely what the Family Budget Protection Act , , 
would accomplish. The best features of the bill include: 
1) It restores the power of the president to line-item veto wasteful and parochial spending 
projects, which have multiplied in number and in cost in recent years. 
2) It eliminates so called "baseline budgeting" which allows federal programs to grow each year 
on automatic pilot. 

support system. 
4) It requires that if Congress and the president do not agree on a budget on time and on budget, 
that all federal programs will be h d e d  at the previous year's level, minus one percent. 
5 )  For the first time ever, it creates enforceable overall spending limits on entitlement programs, 
which have been ravaging the federal budget over the past two decades. 

It used to be that Republicans had an excuse for runaway budgets: They didn't control the purse 
strings. Now the bloated spending is on their watch. In their decades of dominance, Democrats 

.::.::. . . .  
I 

president of traditional powers to save taxpayer dollars from frivolous spending. P I  

I 

I 

I 
I 

3) It creates a sunset provision for federal programs, so they are not put on a perpetual life : I1 L 1. 
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changed congressional processes to enhance their policy goals. .Republicans have so far #failed to 
do the same. Unless their talk .about smaller. government i s  so much eyewash, they should 
embrace this budget reform. 

, 

1. 
11.1 ,. , : I 

4 '  \ 
Currently, the deck is stacked against those who wish to 
The lesson from the states is that budget' rules that deny 

and/or ut taxes. 
to spe .and tak 

recklessly can be quite effective deterrents to fiscal irresponsibility. If Congress has I y fiscal 
conscience left, it will give strong consideration to the Family budget Protection Act. 

- StephenMoore is president of Club for Growth Advocacy. 
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. . andathe legacy lives on. 

. .  

.. . 
. .  

M y  oldfiiend Arthur Laffer, once a chief economic advisor'to Ronald Reagan, tellsthe story , ': 

walk out of the room. . .  ! .  , .I' ',!.  

. .  

. .  of Reagan's first Cabinet meeting'as president. The new Cabinet members,.ready for their.. . 

actor, waited for silence in the Cabinet Room. He then stood and said, "Gentlemen' and ladies, I . .  
marching orders,' had assembled in the Westwing of the White House. Reagan, the seasoned 

hate inflation, I hate.taxes, and I hate Communism. Do something about it.".He.proceeded to . 

.! , . .  

. .  
. .  

I 

, .  . . .  
. .  

This was. not a president who sweated the details. He had a few very big ideai and he pursued. . ' . . . .  

,them with the relentless and steely resolve of a greyhound chasing'a mechanical rabbit. 

Those who understate the accomplishments of Reagan - pglhical scientists rate him an average I 
president, which says far more about political scientists than it does aboutReagan - seem .to' . 

have no remembrance of how far our economy had stumbled in the 1970s.. During that bleak 

. .  
I ' 

.. I . .  .. . .. 
I chapter of American history, our nation seemed hopelessly mired in a death-spiral of economic . 

'decline and despair: Inflation hit 13 percent and mortgage interest rates 20 percent; gasoline,. 

to be outperforming the capitalists., 

. .  

. .  

lines and OPEC embargoes signaled our hostage status to oil-producing nations; the "misery 
index" (inflation plus unemployment) hit a 40-year high of 20 percent; and communists seemed 

' 

, . 

. .  

Reagan was truly blessed by the incompetence of his predecessors. The cumulative policies of 
LBJ, Nixon, Ford, and Carter had atrophied Americals economic muscle. Their legacy was big 
bureaucratic government expansionism, easy money, soaring expenditures on Great Society 
income-redistribution programs, a regulatory regime with tentacles that invaded every industry, 
and most insidious of all, confiscatory state-federal tax rates that in some cases exceeded 80 ' ' 

percent. What was needed in January 198 1 was the right president with the right vision. That, 
thank God, is what we got. 

Reagan knew that freedom and free markets would put things right. Of course, his supply-side 
experiment was anything but warmly embraced by the intelligentsia in government, academia, 
and the media. One recurring lesson of history is that trailblazing intellectual and political 
leaders who dare to capsize the conventional wisdom of the day are typically dismissed as 
dangerous, delusional, and dimwitted. To say the earth is round when everyone knows it is flat 
is a daring enterprise. But that is just what Reagan did in the 1980s. He created a new 
economics, one based on how the world really works, and he overthrew the unworkable 
Keynesian ideas that were bankrupting the nation. 

And what exactly were those ideas so scorned by the Left and ridiculed as "Reaganomics"? The 
Reagan prescription consisted of tax-rate cuts, fi-ee trade, a light hand of regulation, tight money 
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to make the dollar once again as godasgold, and unconditional victory in the Cold War. 

cut. Conservative intellectuals - ariiong them Laffer, 
Kemp.- had made the case for supply-side policies; 
who'listened and understood. When the economy 
Reagan's adversaries joyously proclaimed 

. .  
I .  

The jewel of the Reagan economic package was the famous Kemp-Roth 30 percent income-tax ' ' 
, , a  " 

trusted advisors ,wanted a reversal of direction. But it was Reagan who insisted'that ,we "stay the . 
course. " 

I ' 0 .  . 

. .  
. .  

. .  

. .  

Thankfully we did - Reagan's policies spawned the greatest economic and wealth expansion in 
the history of the western world. 

In 1982 the Dow Jones industrial average hit a low of 800. After the final pieces of the Reagan 
tax cuts were installed, the market rocketed upwakd for 18 consecutive years. From 800, the 
Dow rose to 10,000 - creating between $15 trillion and $20 trillion in new wealth and 
industries. The Dow would have to climb to 100,000 by 2020 to match this Herculean 
performance. By clearing away the wealth destroyers of high tax'rates and high inflation, U.S. 
companies became far more productive, profitable, and valuable. 

The economy also created 15 million new jobs under Reagan and grew in real terms by 40 
percent. Some have likened this to adding a new California to the U.S. economy. 

, I ,  

I 

. { ..-,I ;I 1, 

. 
I 

I 

By the end of the 1980s, in what was a fitting tribute to the Reagan program, almost all 
industrialized nations had sharply lowered tax rates to regain a competitive position lost to the 
U.S. in the decade. Reagan would note that "Imitation is the sincerest form of flattery." In this 
way, Reaganomics saved not just the U.S. economy fiom worldwide depression, but the entire 
global economy as well. 

The Reagan way was spumed throughout the 1980s as "voodoo economics" (one of George 
Bush Sr.'s few memorable comments.) Many college textbooks to this day even argue that 
Reagan's economic policies were flawed because they created record budget deficits. But the 
textbooks don't mention that as the national debt rose by $2 trillion, national wealth rose by $8 
trillion. They also don't mention that the LafCer curve worked: Lower tax rates did generate more 
tax revenues at the federal, state, and local levels. Federal tax collections rose fiom $500 billion 
in 1980 to $1 trillion in 1990. 

.. . , .  . .  

Ronald Reagan is dead, 6ut the power of his ideas will no doubt continue to shape generations . 

of fiture leaders worldwide. Throughout American history our heroes have come fiom the 
unlikeliest of places. How ironic that the man to most influence economics in the 20th century 
was a graduate of tiny Eureka College. Our haughty intellectual class, tucked away in their ivory 
towers, could learn much fiom the economic lessons of Ronald Reagan. They probably never 
will. But it's enough that Reagan convinced the rest of us of the rightness of his ideas - that , 

fi-ee men. and free enterprise should be the guiding forces in a prosperous and just society. 

. 

. 
, 

- Stephen Moore is president of the Club for Growth and an economist at the Cat0 Institute.' ' . 
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Richard.Baker takes on our most sacred of sacred cows. ,,!.I 

. . .  . .  
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. I  You 've  got to hand it to Richard Baker, the . .  Louisiana Republican who chairs the.House , '. ' '. . ~ a 
m 
e? 
Pd 

Financial Services Committee. Baker is earning a reputation as the foremost muckraker in 
Congress as he battles powerful and politically influential special intkrests in Washington. He 
takes on corporate titans that even Ralph Nader would likely shy away fiom. 

I 

: : j t .  CI ,.!, 

IC4 

Last year, Baker cahsed quite a hullabaloo in Washington by questionirlg the wisdom of the 
multibillion-dollar subsidies Uncle Sam lavishes on housing-finance giants Fannie Mae and 
Freddie Mac. These lucrative government-sponsored enterprises have spent millions upon 
millions of taxpayer dollars to protect their fortresses fiom just this kind of political assault. It's 
a kood bet that not many young rising stars in Congress would have the spinal fortitude to take 
on these imbedded special interests. Baker does it because the benefits that Uncle Sam confers 
on Fahnie and Freddie are a national outrage. - 

F.4 

I *. :. . GP - 
'JEO 

P%. 
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Now, Baker has taken on another admirable crusade. And once again he is out to slay one of the 
most sacred of sacred cows in America: the New York Stock Exchange. 

On Tuesday, Baker will hold a hearing on whether the New York Stock Exchange is necessary 
nowadays. It's a good question to ask in this new information-age economy, which is slaying the 
dinosaur industries of the past the way Cicadas shed their exoskeletons. 

It t u m s  out that the NYSE derives its power not from the marketplace but fiom government 

services that may no longer be necessary. After all, the Nasdaq hct ions quite well without the 
services and fees of the NYSE. 

I Most Americans - and especially members of the shareholder class - probably have a warm 
and fuzzy feeling about the New York Stock Exchange. After all, isn't this institution the very 
symbol of America's hyper-efficient financial markets, trading almost one-quarter of the world's 
wealth? When we think of the NYSE, we are reminded of photos of world leaders, titans of 
industry, and Hollywood celebrities standing perched above the exchange floor ringing the bell 
to begin a day of trading. This is unbridled capitalism at its most raw and most virtuous form. 

.. * . . . .  ._ charter. This govemment-sponsored enterprise takes a minute tax on stock transactions for .- . ! 

;,!L.. )I*?. 1; ; 

a .  

Isn't it? 

1 o f 2  

Actually, there is mounting evidence that the NYSE has become a stodgy and outmoded 
inhibitor of market efficiency that survives mostly because of government protectionism 
other institution could have paid its CEO Richard Grass0 tens of millions of dollars in 

What , 
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The root of the problem appears to be &e so-called "trade-through" rule, which sends orders 
through the NYSE to insure that investors get the best price. But Nasdaq stocks are traded 
without the big board and investors aren't getting cheated. Moreover, it appears that because the 
big board is so slow and cumbersomecornpared to computer-based transactions, investors may 
not be getting the best price at all, especially when the market is volatile and prices are changing 
instantaneously. 

Perhaps the most harmful monopoly power bestowed on the NYSE is its status as an 
information cartel for the stock market. Brokerage firms are forced by regulation to send 
infomation that telegraphs their customers' willingness to buy or sell stock at a given price 
(information of great value) to the exchange for aggregation. Those same firms are then required 
to buy the aggregated data stream back when providing a stock quote to their customers. This 
grants the NYSE with an informatipn cartel and impairs the liquidity of the stock market. 

This informational monopoly, not surprisingly, generates huge revenues for the exchange. The 
NYSE maintains that this arrangement benefits investors. That may be so, but more likely it 
imposes "rents" on stock-trading firms and ultimately their investors. This may explain how it is 
that Richard Grass0 and his lieutenants became the most well paid "regulators" on earth. 

I freely admit that I am stumped in trying to come up with an estimate as to how much this 

. .  .. 
I .  . ; _ .  : 

. .  

.;.. , :... ; 

I .  

compensation for a job that i s  essentially ceremonial? 

'. .. . . : . 
. .  

. .  
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transactions. . 

I 

. .  

sweetheart deal between Congress and the New York Stock Exchange costs investors. It's hard - _  

'b to know how much efficiency is lost as a result of current trading rules, established decades and 
. decades ago, before the information revolution. It does seem that as we move ever swiftly into 

an electronic age, in which billion-dollar decisions can now be made at the stroke of a keypad, 
the NYSE seems as relevant as the rotary telephone. 

Kudos to Baker for trying to get to the bottom of this mess. He is doing a big favor for the 110 
million American shareholders who, unlike the NYSE, don't have well-heeled lobbyists looking 

. 

1 

out for their best interests. 

.. ' .  1 - Stephen Moore is president of the Club for Growth and a senior fellow at the Cat0 Institute. 
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tr,: Stick a Pump In It ': 
Gb prices aren't even near their historical peak. 

I 
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. .  By Stephen Moore 

. .  
. .  ' A headline in Wednesday's edition of USA: Today read: "Oil Prices Hit Highest Since Sept. ' ' 

' ' 
.I 

l-4 
Carp 

I 
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1 o f2  

I . . .  1990.'' The story glumly reported that "oil traded for more than $39 a barrel last week . . . the ' 

I highest closing price since 1990 and the 6th highest price ever." 
, I  

. I  

1 

, I - .  , , - .  I '  Good news: It isn'tltrue. Yes, gas prices have spiked upwards by at least 30 percent in most 
local markets this year, and yes, it's infbriating to pay $2.00 a gallon to fill up the tank. And yes, 
higher oil prices are a significant tax on the U.S. economy - given that we're the world's 
largest importer of crude. 

But prices, properly measured, are nowhere near their historical peak. In fact, the long-term 
trend in oil, gas, and electricity prices is downward, not upward. 

What the reporter at USA Today and so many other fear mongers forgot to do was adjust for 
inflation. In the world of economics, this is an unpardonable sin. After all, if you don't adjust for 
inflation, just about everything is more expensive today than 30 years ago. I 

So let's look at the long-term trend for gas prices in inflation-adjusted dollars. 

Gasoline prices paid at the pump have been on a steady rate of decline since the 1920s, with the 
obvious exception of the 1970s, when we faced an OPEC embargo and gasoline lines. In 1920 
the real price of gas (excluding taxes) was twice as high as today. Electricity prices were about 
three-times higher 75 years ago. 

I ,  
I 

I 

I 

I 

. 

I 

If gas prices were as high today as they were in the late 1970s, we would now be paying about 
$6 a gallon'for gas. Today's price at the pump is, higher'than it was as recently as 1985. 

, 

The same is true, by the way, for the cost of oil. Adjusted for wage growth, oil is slibtly 
cheaper today than it was 20,30, and 50 years ago, and five-times cheaper than 100 years ago. 
How can gas and oil be cheaper since we've used so much of it over time? Well, thanks to 
human innovation, we are always finding new sources of oil, while at the same time technology 
makes it cheaper to drill for it. 

For example, the oil fields of Prudhoe Bay in Alaska have two- to three-times more reserves 
than originally believed. Russia, now on the way to becoming a capitalist economy, may, soon 
become one of the world's top two oil producers, as the new Russian capitalist entrepreneurs 
continue to discover new untapped fields. 
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Of course, if Congress would only allsw & to develop new oil sources here at home, gasoline 
, : ' .  , . r;; ! i ~ !  

prices could easily slip comfortably below $2.00 per gallon. When oi1:prices were $25.per . . '  ': 
barrel, we had the luxury of not drilling for more oil in Alaska'. But now that the price is nearing 
$40 a barrel, with a good share of that money pipelined to .Arab nations that are not 
friendly to us (petrodollars have no doubt been siphoned off to terr rist networks 
years), developing greater energy independence is no longer a luxury. In fact, it's 
and national-security necessity of the first order. Any energy bill si@ed into law 

' 9  
president this year must include the rights to drill in Alaska. 

John Kerry has complained that President Bush is doing nothing to contain gasoline prices, but 
Kerry has been the consistent adversary of people who drive cars. He has supported gas-tax 
hikes of as much as 50 cents a gallon,,He has also voted "no" every time he's had the chance to 
sink plans for drilling in Alaska, saying that doing so would endanger the environment for 
moose and elk. But it's likely that the biggest beneficiaries of Kerry's intransigence on drilling 
have been Arab oil exporters. 

High gas prices could be a thorny political issue as we enter the spring and summer months, 
when travel across the country rises. But travelers should take solace in the fact that we now pay 
less for gas, adjusted for inflation and wages, than our parents and grandparents ever did. That's 
true even though the oil cartel, OPEC, holds the world price at least twice what it would be if 
there were a competitive marketplace at play. After all, in Saudi Arabia and many other 
oil-producing nations, oil costs abqut 50 cents per barrel to produce. I 

The best way to break the back of OPEC is to produce more oil here at home; if only our 
politicians would allow it. 

- Stephen Moore is president of the Club for Growth and a senior fellow at the Cato Institute. 
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There will never be a right time to tax the Internet. 

w,. I I . 
. .I' . .  . .  

04' , , ' Hands Off! ': 

Finally,. a victory for the taxpayer - at least a partial one. 

Last week, the Senate approved compromise legislation crafted by Senator John McCain of 
Arizona (yes, McCain was on the side of.the angels), to extend the ban qn Internet taxes for four 

for his unwaveringisupport of keeping cyberspace tax free, wanted a permanent ban on Internet '. . 
taxes, but a four-year extension keeps Internet users at arms length from the IRS and local tax 
collectors for at least the foreseeable future. 

The fight for a tax-free zone on the Internet was tougher than$ should have been, because a 
handful of Republican senators wanted to empower states and cities to tax access to the Internet 
at their discretion. Freshman Senator Lamar Alexander of Tennessee, also former govqnor of ' .. , ' 1 .  

that state, led the crusade on behalf of states, localities, and brigades of special interest'groups I 

who receive the largesse of local governments all desperately wanting to tap this new cash cow . , ! , 

of the.Internet. . . 

. . . .  
,a!. 

I 
. .  

. .  
. .  

. .  
, _  

. .  
. .  . .. 

. .  
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! -.. I . 
. .  . .  

. .  years, through 2008. President Bush and Senator George Allen of Virginia, who gets four stars . ,  
+;!!'L;3J;fJ . , I '  . I .  ' . . . . .  

' , ' 

. . .  
. !i 

. .  

. .  . 

Sen. Alexander's Internet-access tax proposal would have done real damage io the U.S. 
economy just as it's recovering from the tech implosion in 2000-01. 

Back in 1998, Congress declared the Internet a Tax Free Zone by establishing a moratorium on 
such Internet-access charges. An "access charge" is the government's euphemistic way of 
describing a new tax. The idea was to prevent the government fkom killing this new consumer 
technology. By all accounts, this Internet-tax moratorium has been a resounding success. In 
1985, about one in six American families and businesses had access to the web, now three in 
four do. 

E-commerce is the new frontier of business enterprise. As Grover Norquist and I also, wrote last 
week, International Data Corporation recently estimated that the Internet economy in 2003 
reached $2.8 trillion. In the U.S. alone e-commerce accounted for $500 billion in business 
activity and employed 2.3 million Americans. The Internet sector of the economy is growing at 
12 percent per year compounded. Meanwhile, the telecommunications sector now stands ready 
to invest billions to upgrade the nation's communications networks and make high-speed (or 
broadband) Internet access available to all American homes and small businesses, as it is for 
large corporations today. The extension of the tax ban will facilitate that infkastructure 
investment. 

-# . -  . . . ' : 2 :  , .: 

, , 

' ..-1 1.1: .. 

Opponents of the ban on Internet taxes always had it wrong. They argued that this policy 
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unfairly deprives state and local g o v m e n t s  who. need the money to' find vital public services. . . .  ' ' 

Sen. Alexander has labeled the federal ban on the Internet-access taxes an "unfunded mandate . .  
on states." But an unhnded mandate is a requirement by the federal government for the' states . . , 

and localities to spend money. This policy doesn't deny states ' a d  Fities a tradition 1 revenue 
h been an 

'; z::s.~..!. .I. 
' '  

source. Most important, the growth of the Internet and 
enomous net positive fiscal development for the the Internet 4 conomy 
soared, state and local revenues grew at a rate thee times the pace of inflation. By thdend of the 
1990s states and local government coffers were overflowing; it wasn't until the tech bubble burst 
that govemment revenues sank. 

Republicans and many pro-growth Democrats have done a service to taxpayers by extending the 
no-tax zone omthe Internet, and the GOP dodged a political bullet. It would have made little 
sense for Republicans to run for reelection as the party that initiated the nation's first-ever tax on 
the 74 percent of American households that use thp Internet. 

But the victory for the Internet and for'taxpayers last week only fbther postpones the bigger 
fight over whether Internet access and purchases should ever be taxed. Here is why the 
self-evident answer to that question is no. The expansion of the e-commerce world offers a 
one-time opportunity to erect a massive, global fkee-trade zone, in which government 
regulations, fees, and levies are banned. What could be more liberating? Govehen t  pouier will 
shrink, as the information superhighway is further democratized over the next 20 years to reach 
every business and household in $e world. This is precisely why so many advocates of big 
government want to tap into the power of the information-age economy, before it renders them 
irrelevant. 

So kudos to John McCain, George Allen, and the White House for clearing away roadblocks to 
our fbture in cyberspace. It is also worth applauding Democrats like Ron Wyden of Oregon who 
fought valiantly to keep politicians' paws off the Internet. As Wyden put it during the Senate 
debate: "Under [Alexander's] proposal, the consumer would be taxqd every time they send an 
email, every time they read their local newspaper or check a bank statement online.'' How sad 
that many Republicans in the Senate need to be lectured by Ron Wyden on the destructive 
impact of new taxes. I 

The'House earlier this year passed a permanent ban on Internet taxes: When the Senate takes up, 
the issue of making 'the,Bush tax cuts permanent, 'it should add the Internet-tax moratorium to. , 

the mix. An 1nternet.tax won't make any more sense five or ten years fkom now than it does .. . 

today. 

- Stephen. Moore is president of the Club for Growth and a senior fellow at'the Cat0 Institute. 

. _  . .  
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1 his week the Senate will begin debate on legislation that will extend the now-expired 
moratorium on Internet taxation. The Internet Tax! Non-Discrimination Act (S. 150) eliminates 
taxes on Internet access and double-taxation of a product or service bought over the Internet. In 
addition, it will prohibit jurisdictions that recently began taxing Internet access from continuing 
to do so. Sen. George Allen of Virginia is the lead sponsor of this wise legislation and President 
Bush again strongly endorsed it this week. 

Unfortunately, GOP Senator Lamar Alexander plans to offer an amendment that will authorize 
states and localities to tax the Internet. Alexander's plan would allow state legislators and city 
councils to establish a local tollbooth for accessing the information superhighway. This law 
would reverse the ban on Internet taxation that has existed virtually since the Internet was first 
invented. For his effort on behalf of the National Governors Association and other 
organizations, Alexander is making a real name for himself as the senator that wants to allow 
the Internet to be taxed. 

I 
I 

This new Internet-access tax could do real damage to the U.S. economy, which is finally starting 
to get its feet back under itself from the tech implosion of 2000-01. *In this nascent recovery, 
growth is again being propelled by technology and knowledge-based industries. At the very 
heart of this critical debate is the question of whether the Internet should be treated as a tax- and 
regulation-free form of commerce, or should be converted into a new cash cow for g o v k e n t  
officials to fund favored programs. 

SA. John McCain and others have decided to stop Lamar and his small band of tax-the-Internet 
cronies, and have introduced a compromise to address all of the legitimate concerns outlined by 
the state and local groups regarding their existing tax base for telecommunication services. The 
McCain compromise will extend the expired moratorium on Internet-access taxes for four years, 
phase out taxes on Digital Subscriber Lines (''DSLI') that states had illegally started to collect, 
and address concerns about the treatment of Voice Over Internet Protocol (VOIP). The 
compromise will bring the necessary votes to finally pass an Internet-tax moratorium out of the 
Senate. 

In 1998, Congress wisely declared the Internet a tax-fiee zone by establishing a moratorium on 
Internet-access charges. An "access charge" is just the government's polite way of adopting a 
new tax. The idea was to prevent the government from causing infant-crib death of this new 
consumer technology. After all, as Justice John Marshall once observed, "the power to tax is the 
power to destroy." By all accounts, the Internet-tax. moratorium has been a resounding success. 

! . '  . . .  

I 

. .  
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I . .  ...- In 1985, about one in six American families and businesses had access to the.web, now three :in . 
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four do., 

Moreover, e-commerce is the new frontier of business enterprise. International Data Corporation . . ., .. _. . . .  .. . 

E-commerce, in short, is to the early 21st c e n w  what the steam engine was to 

.is, : I> . . , . recently estimated that the Internet economy in 2003 reached $2.8 trillion. 1n.the.U.S. alone, 
e-commerce accounted for $500 billion in-busipess activity aqd employed 2.3 m.illion 
Americans. The 'Internet sector of the econom$s growing at 12 percent per year compounded. 

early-20th-century economic development. Mekwhile, the telecommunications sector of the 

and make high-speed (or broadband) Internet access available,to all American homes and small. 

. .  '$. .! ; . , 

, I  

, economy now stands.ready to invest billions to upgrade the nation's communications networks . ' . :  ' 

businesses, as it is for large corporations today. . .  IR 
' 

IPd 

All of this is to say, if ever a public policy has worked precisely as hoped, it is the Internet-tax 
moratorium. 

Opponents of the ban on Internet taxes believe that this policy deprives state and local 
governments who need the money to f h d  vital public services. Lamar Alexander has absurdly 
labeled the federal ban on the Internet-access taxes an "unfbnded mandate on states.'' But an 
unfimded mandate is a requirement by the federal government for the states and localities to 
spend money. This policy doesn't even deny states and cities a traditional revenue source. Most 
important, the growth of the Internet and the information'economy has been an enormous net 
positive fiscal development for the states. In the 199Os, as the Internet economy soared, state 
and local revenues grew at a rate three times the pace of inflation. By the end of the 1990s states 
and local government coffers were overflowing; it wasn't until the tech bubble burst that 
government revenues sank. 

I ,  

; ,; 

I 

. .  

. .  . .  . . .  . .  
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The proposal by Senator Alexander, along with co-sponsors Kay Bailey Hutchinson and George 
Voinovich, to allow fees levied on Internet usage seems maddeningly misguided politically 
given that in just six months voters will decide on which party controls the U.S. House, the 
Senate, and of course the White House. It makes little sense for Republicans to run for 
re-election as the party that initiated the nation's first ever tax on the 74 percent of American 
households who use the Internet. That's particularly true because these taxes - already 
contemplated by some states and city hall [city halls?] - could be financially infbriating. The 
fees could cost families up to $150 a year. 

What is needed fiom the Republican Congress is not a reversal of this no-tax policy, but rather a 
wholesale extension of it. First, the Internet-tax moratorium should be made permanent. Second, 
all forms of Internet access, whether dial up or wireless, should be immunized fiom state, local, 
and federal taxation. While the Sen. McCain's compromise does not meet all these criteria, it 
brings us a lot closer to the ultimate goal. 

I 
I 
I 
t 

I 1  

I 
We have both spent years trying to persuade Republicans that for both economic and political 
reasons they must never break their commitment to fighting against financially burdensome and 
unfair taxes. The liberating opportunity now exists to create through the growth of the Internet 
economy a massive, global, free-trade zone. Senator Alexander's amendment lays the 
groundwork not just for taxing Internet access, but also Internet purchases, which would become 
a cash machine for governments. States and localities have already doubled their tax collections 
over the past 12 years, even without tapping into the new fiontier of the digital economy. 

. . . .  , 

. . . .  
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Ironically, even some liberal Democrats are questioning the wisdom of taxing the Internet. 
"Under [Alexander's] proposal, the consumer would be taxed'every time they send an email, 
every time they read their local newspaper or check a bank stateqnt online,'' says 
Senator Ron Wyden. How strange to hear liberal Democrats l e c t T g  a 
the evils of higher taxes. Thankhlly Senate Republicans and a handful 
keep the information superhighway toll free andl side with taxpayers 
this debate. 

. .  

,. ' 

. .  
. .  

- Stephen Moore is president of the Ciub for Growth. Grover .Norquist is President 'of . .  
Americans for Tax Reform. 
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More than a dime's worth of difference. 

. .  

F r e e  market conservatives often voice fixstration that in moit elections voteis'see .little , .. ' ' . ' :: ' 

ideological difference between the candidates - especially in primary races;'As 'Kellyanrie 

between "vanilla and French vanilla." . , . I ,  

- . .  . I .. . . .. .. : Conway of the polling company has put it, too often conservative voters are forced . .  to choose . I , . .  

Not so in Pennsylvania's primary election for Senate on Tuesday. Here voters have.a choice - 1 .  . 

between vanilla and chocolate-fudge brownie. The contrasts in the voting records of incumbent 
Arlen Specter and challenger Pat Toomey could hardly be more stark. To highlight those 
distinctions, I constructed a list below of the clarifling differences between what these two 
cadidates stand for. 

' I  

National Taxpayers Union Rating. 
Supports School choice for parents 
Position on Bush tax cut 
Medical Malpractice reform 
Trial Lawyer Campaign Support 
# of Votes for Higher Taxes 
Citizens Against Govt Waste 
Amer. Conservative Union Rating 
Support for Free Trade 
Taxpayer funds for abortions 
Support National Endowment for Arts 
Voted on $530 Medicare Drug Bill 
Private Accounts For Social Security 
Farm Subsidies 

. .  . . .  
I '  

I 

. .  

Toomey '' Specter- 
Grade A ; GradeC+ I 

Yes ' No 
Make it much bigger Make it much smaller 
Yes . NO I. 

close to 0 . $1.3 milljon 
0 6 . .  

A Rating 
96 43 

Yes Sometimes . .  

No Yes ' I :  

No 
No $ Yes . 

Yes ' .  Depends on.when he's asked 
No Yes 

. .  
. -  

Porker of the Year 

. . .  .. 

' .I . ,: i. 8 .  

.Yes 
. I .  

. .  

1 

In sum, fiscal conservatives finally have a race where there is no just a dime's worth of 
difference, but hundreds of billions of dollars worth. 

Polls show that more than 1/3rd of self-professed conservatives in Pennsylvania are leaning 
toward voting for Arlen Specter. This is like an oak tree voting for a chainsaw. If conservatives 
do vote for Specter, they may be suffering fkom buyer's remorse for the next six long years. 

I 
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. 8 I .  ' ' . SantorumllsShame . .  

. .  Say it ain't so, Rick. . . .  

No one can question Pennsylvania.Senator Rick Santorum's free-market and pro-growth 
credentials. Santorum has been ranked as one of the most fiscally consefvative Republicans in 
the Senate by groups like the National Taxpayers union. He has led the fight for tax cuts and 
smaller government. And pro-growth contributors, for their part, did a lot of heavy lifting to 
help get Santorum into the Senate in the first place and into the leadership position he now 
holds. It was an investment that has paid off in spades. 

That is why Santorum's recent interventions on behalf of Arlen Specter in the IPennsylvania 
Republican primary are so bewildering. Specter is now locked in a razor-tight race against 
conservative three-term congressman Pat Toomey. Toomey's voting record, especially on 
economic-growth issues, is very similar to Santorum's and is as impressive & Specter's is 
dreadfhl. Specter was one of only three Republicans who tried to eviscerate the Bush tax cut; he 
was the only Republican in the Senate to vote against the Washington, D.C. school-voucher bill; 
and he was ranked by the Citizens Against Gpvernment Waste as the "Pork Spender of the' 
Year." 

Specter often admits his left-wing tilt. Here is how he described his own political persuasion in 
a recent New Yorker article: "When I came to the Senate, we had a'lot of members of the 

.. . 

._ - 
e\ I 'Wednesday Club' - a weekly gathering of Republican moderates. You had Lowell Weicker, 

you had Bob Stafford, you had Bob Packwood, you had Mark Hatfield, you had Lincoln Chafee, 
you had John Dimforth, you had Jim Jeffords, you had John Heinz. Now there are only a few of 
us. 'I 

# 

Specter freely admits that he shares the ideology of Jim Jeffords and Lowell Weicker. 

I 

l.of 2 

. .  Rick Santonun is obligated to publicly back the incumbent Specter. S a n t o m  believes, 
' probably rightly, that he would not be senator today without Specter's help. In a city where 

loyalty is notoriously a scarce commodity, Santonun can be commended for not his public 
. . .  

' .. " I . .  
. 

L .  ' I  pledges of support. I .  

But Santorum is actively working to undermine Pat Toomey's candidacy. He has discouraged 

liberal senator as a friend of the taxpayer. He has staff people . .  in Pennsylvania actively 
campaigning against Toomey. 

Worst of all, Rick Santonun is running around Pennsylvania and Washington, D.C., 

donors from contributing to Toomey. He has cut TV ads for Specter that portray the senior , !  

. .  
i.1 , 
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pebetuating the myth that Pat Toomey is "too conservative to win in Pennsylvania." This is - - 
precisely what liberals said about Rick Santorum when he ran for the Senate back in 1994. 
Santorum proved that wrong. So did Ronald Reagan, when he won Pennsylvania with a fairly 
right-wing message in 1980 and 1984. Pennsylvania is the signature state of the Reagan 
Democrat voter. These are middle-class, often unio'nized, blue-collar voters who are pro-life, 

I pro-gun, and anti-tax. bBu-#n 

#I' I 
#'bug 

Pat Toomey has a demonstrated record of winn&g Reagan Democrat voters. Toomey represents 
Allentown, Pa. Allentown is the steel city that hilly Joel immortalized in song about an 
economically depressed area where out-of-work unionized steel workers are "filling in forms, 
standing in lines." Toomey wins the district where few other Republicans prevail. And he wins 
with a voting record that is for free trade, private accounts for Social Security, and lean budgets 
- with no pork. (In fact, Specter is running as the man who brings home the bacon, and attacks 
Toomey for his unwillingness to vote for budget busters that have caused the federal deficit to 
soar into the stratosphere.) 

Despite this principled fkee-market position on issues and his unwillingness to chase pork 
spending, Toomey won the district even George Bush lost it in 2000. 

This contention that Republican candidates lose when they position themselves to the right and 
when they run on pro-economic growth issues, rather than away fiom them, is plain wrong. 
When Republicans run on principles, they win. Santonun s ~ h d s  like the Reagan skeptics of the I 

1970s: He's way too right wing to ever win the presidency. How many times does the 
conservative movement have to disprove this fallacy? 

Pennsylvania is a key battleground state for President Bush. The Bush team and Santonun want 
Specter on the ticket. But our polls indicate that Specter on the ticket may very well hurt Bush in 
Pennsylvania, not help him. Toomey will turn out hundreds of thousands of 'konservative voters, 
whereas Specter will tum them away. 

Santorum's attacks against the Toomey campaign are especially unwarranted because many of 
the thousands of people who have contributed to Toomey's campaign are the same donors who 
helped Santorum become a Senator himself. I have talked with many Club for Growth donors 
who are none too pleased that Santorum is now actively campaigning against the Toomey 
challenge to a RINO Republican. Needless to say, through his actions, Santorum is risking 
alienating his own donor base - which he will have to tap into two years fiom now as he seeks 
reelection. 

1 

, I  

I '  

I 

I 

I 

I 

Pat Toomey, as National Review put it so concisely.on its cover a few weeks ago, is lithe right 
choice.." Rick Santorum, of all people, should recognize that. My w o w  is that if Santorum 
keeps up his open warfare against Pat Toomey, Pennsylvania may not only lose the chance to 
have two conservative senators, we may lose the chance to have any. 

- Stephen Moore is president of the Club for Growth. 
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The railroading of Martha Stewart. ' 

What's Wrong with Insider Trading? 
. .  

I'm anything but a fan of Martha Stewart, and the idea of her stuck in a cage making baskets of 
potpourri for the next two years is not at all unappealing. Stewart lost all' my respect when, after 
the first indictment against her came down, she accused her adversaries of being part of a vast 
right-wing conspiracy against her. 

Something tells me that the twelve men and women of the jury who convicted her of four 
felonies were not right-wingers getting back at her for her left-wing policy positions. 

Nonetheless, Stewart's felony conviction on Friday was a miscarriage of justice; there c k  be 
little doubt that she is being hung out to dry much more for her celebrity status and wealth than 
for her transgressions, which were minimal. She is in many ways a victim of the witch-hunt 
against corporate excess and corporate accounting scandals, all the rage on the left these days. 

. 

Throughout this'trial, what seemed to be forgotten was that Stewart's original crime, an alleged .. 

insider-trading deal with ImClone stock, can hardly be considered a crime at all. (I .how, that 
Stewart was convicted for lying to federal investigators, but the r'lyingl' and 
obstruction-of-justice charges were all related to this one sale of stock 'that occurred 24 hours 
before the market tanked.) 

. 

Libertarians have long argued that insider trading should not be a crime, because 1) there is no 
victim, and 2) because everyone who makes money in the financial markets is engaging inlsome 
degree of insider trading - some just have better information than others. Being a good stock 
picker involves having more information, and knowing how to get it, faster than other traders. 
What is the difference, really, between a hot stock tip, and insider trading? The line is so murky 
that it makes the enforcement of insider-trading laws inconsistent and capricious. 

Now, advocates of insider-trading laws are probably irate at this proposition of mine to legalize 
insider trading, because insider trading "hurts the mom-and-pop investor." They also say that we 
need to enforce this law to maintain the integrity and the public confidence of the financial 
markets. Baloney. The market fell - it didn't rise - on the news of Martha Stewart's 
conviction. If investors believe that the SEC can throw you in jail for making trades that can be 
construed by a federal prosecutor as based on "insider information," this has a chilling effect on 
the financial markets and all stocks are hurt. That means all investors are also hurt. 

I'm in favor of repealing insider-trading laws and replacing them with a new "let the investor 
beware" rule in publicly traded companies. My colleague fiom the Cat0 Institute, Doug Bandow, 
has written persuasively on this topic for years, and I would recommend his logic on the subject. 
Why not let those who have access to insider information trade on it? Let companies have 
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I byiaws in their charters to deal with s,elling on insider information. Repealing insider-trading; . ' ' . . .. 
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I 
laws will simply lead to information being spread faster and more efficiently throughout Wall . ' . 
Street . 

, It is believed'by many policymakers that, after the market collapse in 2000 zuyd:the.'corporate 
scandals at WorldCom and Enron, we needurnore SEC cops on the beat, tighter government I . . 
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, regulations, and .an off-with-their-heads pena&$'.regime. This too, through the passage of the . 

Sarbanes-Oxley law, was supposed to restore saenity to the financial markets. But the financial 
' , . .  . 
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markets hated the new law, and stocks fell in it6 wake. 

. .  I . #  . . .  

' If only Uncle Sam would stop. protecting'the "average Joel1 'investor, Joe might be able to start ., 
, '  

. 

. .  making some real money in stocks. . .  
. .  

The Stewart convictions should leave a bitter aftertaste in conservatives' mouths for another 
reason. Stewart, it appears, was a victim of class warfare, which has filtered down fiom the 
brainless, demagogic left-wing politicians to now even juries of our peers. One of the jurors 
commented gleefb!ly that this conviction was justified, in part, because it would send a message 
to the "rich and powerful" that they can't get away with such abuses. But was Martha's real 

, crime here the illegal stock transaction, or her hoards of wealth? The press also delighted in 
playing the "class-warfare card" by skewering Martha Stewart for such transgressions as 
wearing expensive jewelry during the trial. She has become the first Leona Helmsley of the 21st 
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century. You would have thought she had said "only poor people pay taxes." 

Stewk now faces perhaps two ye& in prison and the liquidation of at least half of her wealth 
(in the hundreds of millions of dollars), all because she managed to save herself $50,000 selling 
JmClone stock when she heard that one of the drugs the firm'had been developing had failed to 
get FDA approval. That was her crime, and is why she will do time. 

I 

: *  
* I  

I 

Love her or hate her, Martha Stewart has been one of the most successfbl capitalists of this 
generation. She created hundreds of millions of dollars of new wealth and virtually a new 
industry that was, in effect, herself. She created thousands of jobs and was a successfid 
entrepreneur who happened to make a lot of money while she was at it. The source of my 
uneasiness is that many in our society applaud her downfall precisely because of her enormous 
success. But success is a virtue in America, and when we start treating it as vice, we denigrate 
our capitalistic system. And then we have a much bigger problem in our society than whether , . 
people are trading on hot stock tips in the middle of the night. 

- Stephen Moore is president of the Club for Growth. 
: ;t;ul.c- 5:). 
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Voters Say NO to New Taxes ... I 

... even on the Left Coast. 
. .  

w h e n  it comes to raising taxes, what part of llnoll don't the politicians Understand? 

In the case of every ballot initiative in the last two years that has called for taxpayers to make the 
"sacrifice" of paying higher taxes, voters responded with not just a "no," but a "hell no." That 
string of victories for the anti-tax activists was lengthened this week when Californians voted 
60-40 against a measure to gut Proposition 13. 

This should not have been a surprise, because every pro-tax ballot initiative goes up in smoke. 

In Alabama, Oregon, Virginia, and Washington State voters have recently - and soundly - 
rejected new taxes. It's particularly striking that the latest snub to higher taxes comes from the 
folks on the Left Coast in California. Now, California has always been considered by most in 
Middle America to be a little quacky. In many ways it has pursued policies that would lead one 
to believe that this is the most left-leaning of states. And that reputation has certainly been 
enhanced in the past few weeks with the gay-marriage ceremonies that are all the rage in San 
Francisco. This is a state where the legislature recently approved a measure to give "equal 
rights" to transvestites. There is also a movement in Sacramento to unilaterally sign the Kyoto 
Global Warming Treaty, the one that would put hundreds of thousands of Americans out of 
work. 

But on taxes, Californians have never wavered in their opposition - putting them closer to lthe 
rest of America than one might think. 

, 

I 

I 

The latest rejection of the sneaky Proposition 56 signals that, even after 25 years, and even after 
the Left's ceaseless attacks against the devastation to schools, public safety, and government 
services allegedly caused by Prop. 13, the voters aren't buying it. I say that 56 was "sneaky" 
because its advocates sold it as a populist method to require "accountability" of the legislature 
on fiscal issues. It would have said that politicians won't get paid if they don't pass a budget (a 
good idea!). But it also sought to gut the two-thirds vote requirement to raise taxes, replacing it 
with a slimmer 55-percent majority. Since the Democrats control more than 60 percent of both 
houses, this would have given the party of Gray Davis and Willie Brown free rein to raise taxes 
through the roof. 

If Prop. 56 had been in place last year, it is likely that nearly all the proposed $65 billion in taxes 
and fees proposed by the state Democrats would have been passed into law. 

It would have also allowed the Democrats to approve pork-filled budgets without a single 
Republican vote. Given that the state faces the biggest deficit in the history of the states, even 
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. .  . .  . .  rnoit Democratic voters realized this would be about as' advisable as allowing Janet Jacksonto . 
1- - 

appear on Sesame Street. The Howard Jarvis Taxpayers Foundation ridiculed the-measure as the ' 
"Blank Check Initiative." A state wading in red ink can hardly afford to be writing blank checks. 

In some ways it is astonishing that after 25 years, Proposition 13 is still regarded as sacrosanct 
among California voters. I guess Californians recognize that this tax-restraint measure is all that 
stands between the Golden State and Chapter 1,f bankruptcy. ' 

' {I, 
Back in 1978, the Los Angeles Times described $he Proposition 13 movement as "a group of 
angry and disgruntled taxpayers across the state who believe they are paying too much for the 
cost of government." That was indeed the essence of the Prop. 13 revolt: After years of 
unintempted expansion in the size and arrogance of the government bureaucracy, Americans no 
longer believed that government was giving them their money's worth. 

I 

I 

. . '  

. .  

. .  . . . I ,  .... 

And they believe that less so today than ever. The California budget rose nearly 40 percent in 
Gray Davis's reign of fiscal terror, and it will take Arnold Schwarzenegger years to dig out of 
the hole. Californians get that. This is why Arnold was able to convince voters that a $15-billion 
revenue bond was necessary to buy time to fix the roof on a very leaky house. 

In this taxaphobic environment, John Kerry is promising one of the biggest tax increases in 
American history, pledging to repeal most portions of the Bush tax cut. This is why John Kerry 
will never be president. He doesn't understand that "no" means 'ko." 

I 
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- Stephen Moore is the president of the Club for Growth. 
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John Kerry's Perfect Running' Mate 
Kerry-Spec ter 2004. 

1 

. .  

N ow that John Kerry is the slam-dunk Democratic presidential nominee, all . .  of the political 
'speculation turns to the selection. of his running mate; I 

. ;  

I 

I 

He needs to pick someone who is an ideological soul mate and agrees with him on most big 
issues. Someone with an unimpeachable record of successhlly and consistently arguing the case 

social-welfare programs.' Someone from a large and competitive state. Someone who will 
hrther energize the left-wing base of the Democratic party.' Someone who knows how to pick . .. 

II'", 3:. . . . , .- , . ;'\;:-;l'. r- 
. .  

. .  
for left-.of-center policies: liberal judicial appointees, smaller tax cuts, bigger investment in 

fights with conservatives on key issues of the day. Someone with a proven track record of 
getting the Rockefeller Republicans to vote for him. 

Democrat strategists are considering Senators John Edwards, Evan Bayh, and fonner Senator 
Max Cleland. But they are overlooking a more ingenious choice: Arlen Specter of Pennsylvania. 

Hold on a minute, you're probably thinking. A Kerry-Specter 2004 ticket? Isn't Arlen Specter a 
Republican? Well, yes, but a Republican in Name Only (RINO). Over the past 25 years, no one 
in the United States Senate with an "R" next to his name has voted for so many liberal 
Democratic policies. Specter has about the lowest American Conservative Union rating of any 
other senator who bothers calling himself a Republican and close to the worst National 
Taxpayers Union. The American Civil Liberties Union gives him two enthusiastic thumbs up. 

Specter passes the Left's two litmus tests. He is unapologetically pro-abortion. He even supports 
taxpayer-funded abortions - which is consistent with his position of supporting taxpayer 
ftinding of everything. Citizens Against Government Waste recently awarded Specter with the 
"Pork Barrel Spender of the Year" trophy. He is also the trial lawyers' best fiend in 
Pennsylvania and he has Gnhesitatingly voted against doctors and patients and for the trial-bar 
lobby, the Democrats' cash cow. His son is one of the best-paid trial lawyers in all of 
Pennsylvania. 

. .  

Unions have no complaints with Arlen Specter either. He is no fiiend of right-to-work 
legislation and he always votes to raise the minimum wage. ' 

Perhaps his strongest qualification for the job is that he and Kerry agree on so much. They are 
two liberal peas in the same pod. A new TV ad running in Pennsylvania sponsored by my 
organization, the Club for Growth, notes that in recent years Kerry and Specter have voted 
together as often as 71 percent of the time. (You can see the ad on Clubformowh.org.) That's 
about as often as1Al Gore and Joe Liebennan agreed with each other. 

. . .  
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And whereas. Lieberman's positions often gave left-wing Democrats indigestion for. his support 

orthodox 1iberalism:For example, Specter,was the only Republican in the Senate to oppose the 
Washington, D.C. school-choice initiative to give thousands of inner-city minority children . 

, 

. 
of policies 'like a capital-gains'tax cut and school choice, Specter's positions rarely collide with 

better educational opportunities - when'even the liberal'black mayor of Washington, Anthony ' .: . .  ' ... . 
Williams, pleaded the case for choice. bl:ll. . .  

argument from Specter. ,Over the years Specter$as voted for six tax.hikes - so where would 

' ;5'2'' .JLI t.!' 

!'. ' 

I 

' ,I' ' I 

Kerry, :of course, wants'to raise taxes on the r%h if he'becomes prekident. He will get little. ' . 

the harm be in perhaps being the tie-breaking vote for a seventh. 
. .  

. .  . 

Now it is true that Specter has a number of votes that have antagonized liberals. Perhaps most 
unforgivable to the left-wing extremists is that he strongly endorsed Clarence Thomas for the 
Supreme Court. But Specter was one of the few Republicans to vote to "bork" Supreme Court 
nominee Judge Robert Bork, thus torpedoing this Reagan nominee, much to the glee of groups 
like People for the American Way. Some of the "hate Bush'' Democratio-party faithful may 
complain that Specter voted for the Bush tax cut this year, but it's also true he voted with Tom 
Daschle to slash $300 billion out of the original Bush tax plan. 

The good news for Senator Kerry is that few Republicans would howl'much in protest if the 

big-government Republicans, who manages to only tilt the Republican Senate caucus fiuther 
fkom its conservative base. That's why Specter is in the fight of his life right now for the 
Republican nomination against conservative Congressman Pat Toomey. Moreover, 
conservatives are quivering at the thought of Arlen Specter as the next Judiciary Committee 
chairman. He could probably do less damage as Kerry's running mate. 

And here is the perfect campaign slogan: Kerry-Specter 2004: Liberal and Proud of It. 

I 

Democrats stole him away. Specter is the last of a dying breed of left-wing northeastern . , 3.i!. .-.- !'I 
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. .  - Stephen Moore is president of the Club for Growth. 
. .  
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We're the most expensive government in history. 

By Stephen Moore 

Uncle Sam, Inc. 1 

I . .  

I I .  ' 

. T o d a y  President Bush releases his fourth budget to, Congress, requesting $2.34 trillion in 
spending for fiscal year 2005. That's trillion. . 

I have often maintained that one of the biggest problems with. Washington is that no. one can tell 
the difference between $1- million and $1 billion. But when Congress starts counting our tax 
dollars'in the trillions of,dollars it's like taking a trip to Michael Jackson's Neverland. One 

i I 

. .  

trillion dollars is a million million dollars. That's a lot of money no matter how you stack it. 

The president will predictably boast that this is a lean budget that spends money judiciously on 
top national priorities like homelqd security and not a penny more. He will ,try to assure 
conservatives that this budget limits the growth of federal non-defense, non-security spending 
(social programs) to less than 2 percent. His Democratic rivals will complain that this is a 
penny-pinching budget that under- f h d s  education, health care, the environment, and on down 
the line. 

I 

They are both wrong. A federal budget that will spend more money in a single year than the 
entire GDP of France and three times what it cost to fight World War I1 can hardly be 
disparaged as inadequate or celebrated as tight-fisted. Uncle Sam, Inc., will spend more money 

inflation. Ironically enough, we are now celebrating the ten-year anniversary of Newt Gingrich's 
bold declarationhat "we Republicans will make government smaller and smarter.'' It didn't 
exactly turn out that way, given that the budget is now nearly $1 trillion larger than it was when 
the Republican revolution was launched. 

But the truth is that, in recent decades, neither political party has been a particularly good 
steward of taxpayer resources. Government ingests about four-to-five-times more of America's 
national output today than in 1900. The government's share of everything we produce and earn 
has about doubled since' the end of World War 11. 

Here's another way to think about it: If you took all our govemment spend divided it evenly 
among all families of four in America, each family would be more than $50,000 richer. This is 
double the level of spending in 1960 and fourteen times the amount government spent in 1900, 
even after adjusting for inflation. The question American taxpayers need to ask is this: Does my 
family really get anywhere near $50,000 worth of services every year fiom city hall, state 
government, and Uncle Sam, Inc.? 

in just this year than it spent combined between 1787 and 1900 - even after adjusting for . I ' t  . 
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The composition of government spending has changed, too. Even with the recent increases in 
_. . 
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I .  . the military budget in the new 'age of terrorism,, a' smaller share of federal spending. is devoted to 

I-. . 
national defense - ironically; the.one area of the budgetwhere Congress has a clear . .  

. .  

constitutional authority to spend money - than at just about any other time in UjS. history. 
Traditionally, about one-third to one-half of all federal, expenditures were' for national .security. 
Now that percentage is down to less than one-fifth: 

Almost all of the growth of government in thgpast fifty year; has been a result of increased 
civilian social-program spending. 

. In 1940 there were 4 million Americans' working for government and 1 1 million working in ' 

. manufacturing. Today, there are 7 million more Americans working for .government (21.5 

- . . .. . . .  .. . 
, 

I . .  
l l w 1 n .  

. .  
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. .  
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., 
million) than in all manufacturing industries (14.5 million). We have shifted fiom.:an economy, 
of people who make things, to an economy of people who tax, regulate, subsidize, and outlaw 
things. We certainly have more rule-makers and red-tape dispensers than ever before.' 

.. . 

In 1935 there were 4,000 pages of federal regulations in the Federal Register. Now there are 
68,000 pages. That's a 17-fold increase in sixty-five years. Since 1970 the number of federal 
regulators nearly doubled fkom 69,000 to 130,000. We work almost half our lives now . ; I , i l  'i! * 

lerl. . ....' complying. with government rules, edicts, levies, paperwork requirements, taxes, and fees. 
'Q 
ka 
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The odds seem a lot higher, at least in the short term, that government will continue to rapidly 
expand than the federal spending orgy will subside. (After all, the ink isn't even dry on the 
Medicare drug bill and the cost is already up by $100 billion.) 

President Bush has allowed the budget to grow-by 8 percent per year after inflation in his first 
,three budgets. What's worse, many in Washington want government to grow a lot more in a 
hurry. Most of the Democrats running for president, and even some Republicans in Congress, 
yearn for the day when government entirely takes over the health-care industry - so we can 
have a socialized system more like France and Canada. (This would put about 5 to 10 percent 
more of the economy under direct government control.) Many in Congress also want 
government to filly take over the financing and control of the education of pre-school children 
(ages 3 to 5 )  and to provide fiee universal college to all 18-to-22 year olds. This, too, could add 
another 5 to 10 percent to the government's total take. 

I 

In his bloated budget for 2005, the president seeks fhds  to keep marriages intact, to prevent 
overeating, to encourage teenagers not to have sex, and to help give Americans the willpower to 
stop smoking. Should it bother us that both parties have bought into the belief that government 
now needs a federal program, bureau, agency, or grant contract to deal with every conceivable 
human need? An indoor rainforest in Iowa? A r t s  festivals in Alaska? Swimming pools in New 
York? What's next, my teenager's right cheek gets a relief from acne? 

More government, for one thing, makes us poorer. Just a few months ago the Heritage 
Foundation and the Wall Street Journal issued an economic-fieedom index in which the U.S. 
ranked only number 10 worldwide. The study discovered a strong and not surprising statistical 
relationship between economic freedom (of which one component is limited government) and 
economic growth and prosperity. 
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Our out-of-control budget also erodes personal fieedom. When government grows, as hornas 
Jefferson once famously put it, "liberty yields.'' Dollar by trillion dollar we are voluntarily 
giving up our liberties for a government that promises us, in return, a blanket of protection fkom 
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. I  European socialist welfare state. The reply from the Democrats 'is faster, faster. 
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- Stephen Moore is president of the'"cthb for Growth and a senis  fellow in,econopics at the 
Cato Institute. . .  
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I am recommending herein the shortest State of the Union speech in American history. 

Tonight, in front of 100 million Americans, who are not watching college basketball on ESPN . 
or a horror flick on the Sci-Fi channel, George Bush should say: 

, I  

1 

1331' *.:o . I.; My fellow Americans: The state of the union is healthy. The economic recovery is picking up 
steam. We are winning the war against terrorism, Keep the faith. Good night. 

The American people would stand up on their living couches roaring with thunderous applause. 
Brevity is, after all, the soul of wit. The art of short speeches went out sometime soon after the 
Gdttysburg Address, which was only a few hundred words and took less than five minutes to 
deliver. 

Instead Bush will drone on for an hour. This is an unwise strategy, because Mr. Bush is not the 
most gifted of orators. He is no Bill Clinton, for example. That is a small blessing compared to 
the hour. and a half monologue that Bill Clinton once subjected us to. I always felt that Clinton 
was going to solve every problem in America, including exterminating the fly swimming around 
in my soup, with some new fancy sounding government program. You needed a cash register to 
ring up the cost of Clinton's new spending pronouncements. 

Bush too, has this unattractive tendency to believe that there is a government grant program for 
every problem that afflicts America. Bush may not announce an anti-acne agency one of these 
days, but it wouldn't be a stretch. He wants to send a man to mars - not Paul O'Neill regrettably 
- that will cost $500 billion over ten years. He wants to spend millions to promote holy 
matrimony. He wants to spend $200 million to fight obesity - why can't we just tell fat people 
to stop overeating. There will be funds to fight AIDS in Afi-ica and to purchase garbage trucks in 
Iraq. He wants money for hydrogen-operated cars, and a manufacturing czar, who presumably, 
like Dorothy in The Wizard of 02, can click the heels on her ruby slippers and make factory jobs 

I 

I 

I 

I '  i; am 8 .  

. 
reappear. 

All of this is to say that there seems to be a correlation between the length of the State of the 
Union speech and the size of the budget expansion in the upcoming year. Americans seem to 
unfailingly approve this wish list, as if government really is Santa Claus and that we are all 
entitled to ask what the country will do for us. Just once -just one blasted time - I would 
love for a president to say: Want prescription drugs? Want your toddler's pre school paid for? 
Want to go to college? Want a marriage counselor? Want to get thin? Then work hard and pay  
for it yourself you whiners! 

c .  

Alternatively, the president could say: "I could give you all a super-sized goodie bag, but then I 
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. couldn't cut your taxes anymore. So MStk8d of new federal -programs, we will have another $500 :. ' .  ' 

per'family tax cut and then you can go out and buy your owncans of Slim Fast. 

That won't happen even though taxpayers would.respect. this kind bf honesty, Woul 
compassionate. But the lesson of the last 50 years is that, thereis,nAend to govern  

We've had too much compassion from government, thankyou. That is the biggest impediment, . ' 

to fie.edom and economic growth in .America today. The State o f  Bush's Union has become in 
some ways'a State of Dependency and a State of Entitlement. With the.federa1 budget now 

' costing more than $20,000 on average for every family in America, Bush. should not ,add to the 
burden by promoting false CompassiQn. 

. 1 '  
. # . . I . ,  . I  

. .  
. .  .. . . i  .. .. 

I compassion. when the. politicians' are reaching into someone else's ppcket. . Y b e .  . ,  . .  . 

I 

' '#:. . ' ].' 
. 

' , . ' . 

. ' 

. * I  . . .  
, .  

Keep it short and sweet Mr. President. As my,old high-school English teacher'used to warn us . 

of on essay tests:, Unnecessary verbiage will be penalized. I. 
' 

. 

P I .  . 
Irl 
q :.-lj:,:; ':: 

.q 
0 '. : 

r.c, 
1% ' 

- Stephen Moore is president of the Club for Growth and a senior fellow . .  at the Cat0 Institute. . . .  
. .  . .  
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Paul for Himself ': 
The former treasury secretary. never did get it. 

I 

I . .  

. .  

i .  

a .  
' . .. 

. .  

I f you watched Paul O'Neill, George W. Bush's first treasury secretary, in his self-serving 
interview on 60 Minutes Sunday night, during which he spewed venom at his former White 
House colleagues, you know that all that was missing was his clown outfit. 

By far the best moment of the interview came when Leslie Stahl asked O'Neill if he felt any 
tinges of guilt for the blind-side kidney punches he was throwing at President Bush. O'Neill 
coyly played dumb and wondered why anyone would view his portrayal of the president as 
unflattering. He pretended that he was doing the president a'favor, because "After all, all I am 
doing is telling the truth." Yes, Mr. O'Neill, I'm sure the president is tickled pink that you 
describe him as disengaged on domestic-policy issues, plotting to overthrow Saddam Hussein 
fiom his first day in office, and unable to comprehend the ramifications of the economic policies ' 
he was proposing. I'm sure he's equally thrilled that you turned over national-security documents 
to a reporter writing a hatchet-job book on the Bush presidency. 

Even Leslie Stahl couldn't help smirking at O'Neill for being a rat. As such, we learn much more 
about the real Paul O'Neill than the real George Bush in these interviews. 

Let us be clear on one thing about Paul O'Neill: He was one of the worst treasury secretaries in 
memory. During the height of a currency crisis and meltdown in the stock market, ONeill -was 
playing the role of a rock groupie as he followed Bono around Africa. Many Washingtonians - 
probably including President Bush himself - half-hoped he would never come back. He had a 
penchant for wedging his foot in his mouth, talking down the dollar and the need for tax cuts, 
and then pathetically blaming every fauxpas on his penchant for "telling the truth." He was 
incapable of dealing with foreign leaders. During his tenure the economy performed miserably' 
- that certainly wasn't his fault but he certainly also did nothing to recti@ the bad performance. 

O'Neill never understood supply-side economics and was thus a surprise candidate for the 
treasury slot to begin with. He came fiom the Richard Nixon wing of the Republican party. 

I 

I ,  

1 

I 

I 

r - 

As CEO of Alcoa, he was one the major corporate cheerleaders for ,George Bush 41's 
"read-my-lips" tax hike that capsized the elder Bush's presidency. Now he seems hell-bent on 
bringing down this Bush presidency, perhaps because he's still infiuiated over his firing last , 

year. Dick Cheney got him the. job - he and O'Neill were buddies when Cheney was the head 
of Halliburton - -but O'Neill doesn't pull his punches when 'it comes to the vice president, . 

describing him as a feckless pawn in the White House. (Recommending O'Neill to Bush may be 
:Dick Cheney's only error as vice president.).If Condoleezza Rice was like the Babe.Ruth of. , , . 

selections for his top foreign-policy adviser, O'Neill was the Mario Mendoza of the economics 
team. 

. 

. 

. 
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The press is having a field day with WNeifl's claim that the 2003, tax cuts - the dividend and 
capital-gains reductions -were unnecessw and fiscally reckless: One wonders what this man 

. ' .  . 

': 
was smoking when he was trooping a,rQwd the hinterlands in Africa with U2. Ever since the 
Bush tax cut took effect, the stock market has risen 25 percent, thekconomy has pr uced 
500,000 new jobs, the economic-growth rate has doubled, and busi+s investment h s hit a 
ten-year high. Again, even Leslie Stahl had to challenge ONeill on this bizarre attack n the tax 
cuts by asking him whether they help explain thel8.2-percent growth rate in the third I q mer. 
O'Neill responds, "We would have had six-percent growth without them." Even if he were right, 
two-percent extra growth from tax cuts is nothing to sneeze at. 

Why was O'Neill against a tax cut in 2003? Because he claims he wanted to start the debate on 
"fundamental tax reform." But, hello!, Cutting the capital-gains tax, cutting the dividend tax, 
lowering tax rates, increasing tax deductions for business inveskent, is a big leap forward 
toward tax reform. George Bush is giving us tax reform one bite at a time. 

O'Neill just never seemed to be singing from the same hymnal as the rest of the Bush team. This 
became clear to me when I had a private breakfast with him a few. weeks before he was fired - 
back in October of 2002. (He said, affably, that he wanted to meet the guy who was always 
criticizing him in the press.) My agenda item for the meeting was to impress upon him the 
importance of a tax-cut stimulus oriented toward helping investors and reversing the $5 trillion 
in losses that the economy has already absorbed under this president's tenure. ' 

I was stunned by his opinions. He said a stimulus was not needed. Healso sdd that with 
America about to go to war with Iraq (potentially), it was not, in his opinion, the best time to be 
picking a partisan fight with the Democrats in Congress over tax cuts. He thought that a "tax cut 
for the rich'' was politically unwise. Hesaw little value in a capital-gains tax cut. 

I continued to press the point that the stock-market collapse, if not reversed, would not only risk 
capsizing the economy, but could also mean catastrophic losses for Republicans and President 
Bush in 2004. He said he was not much interested in the politics of these issues, but rather in 
giving the president sound economic advice. I wondered (not aloud) why he so seldom gave 
my- I 

One of the most poignant moments of our meeting came when he asked me whether I really 
believed that any tax changes could impact the economy or the stock market in the short term. I 
politely said that policy changes, of course, matter in directing the economy in the right 
direction and that incentives matter - that's why we're here. He replied: "You know I hear this 
talk all the time about the value of this tax cut and that tax cut, but I've been in the business 
world for years and have made major investment decisions, and the idea that these tax changes 
impact these kinds of real-world decisions is just bulls***. This just isn't how the real world 
works.'' I nearly fell out of my chair. How could President Bush have put this confused man in 
this job, I kept asking myself. 

Paul ONeill never was at all sympathetic to the supply-side and Laffer Curve ideas that are so 
critical to enhancing economic growth in the short and long term. It was a good thing Bush fired 
O'Neill when he did and replaced him with the very capable John Snow. O'Neill would have 
undermined the tax cut. This is a man who is hyper-sensitive to the deficit and to the kinds of 
income-distributiona1 tables that always lead to the conclusion that tax cuts benefit the people 
who are already wealthy. 

I 

I 

I I .  
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. I  ...- There was one other poignant moment at the end.ofour meeting. I asked O'Neill about-his fbture . 

plans.:"I ,will stay in this job as long .as the president wants me,': . .  he declared rather haughtily. He . .  E , 

was completely unaware that as we spoke, .President Bush was wisely plotting to get rid of him. 

. .  

' .. 
. . .  ' 

. .  . .  .. . ' O'Neill had np idea the hatchet would soon fall; . . , 

I .  

That was Paul O'Neill as treasury secretary;# clueless until 'til .bitter end. And with his 
kiss-and-tell escapade we might also say that Fiul ONeill was' classless'til the bitter end. . . 

. I 

I . .  
41  ' 

I 

. .  . .  
. .  

- Stephen Moore is president of the Club for Growth. 
. .  
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Slow limits make road,kill. 
Untrue at Any.Speed 

. .  
I .  I 've always argued that . .  the two mosi.important, life-improving ,refoms passed;by the. , 

. .  

. ,$ y, . > 2.. 'Republican Congress were the capital-gains tax cut and the repeal of the'federal ... . . . 
55-miles-per-hour speed-limit law. Today almost 'all states have gotten rid of the "double nickel" 
55-mph restrictions, and have raised their speed limits on local and interstate highways to 65 or 
75 mph. This has ledto shorter cpmmutes for those of us who travel by car, and more time on 

I 

. 

. .  ' . .  . .  . <'. . ' . '..:.",;)rc;p,#, . the job.or at our kids' soccer games. 
. I  

The opponents of higher speed limits, like Ralph Nader and Joan Claybrook and insuranq 
companies, said that it would cause 6,000 more deaths per year They said Republicans in 
Congress would have "blood on their hands" for their callous disregard for human life. But 
guess what: In every year since the speed limits were raised, death rates per mile traveled on the 
highways have fallen. 

That's why I was shocked to see that the Insurance Institute for Highway Safetyreleased a highly 
publicized study suggesting that the 1995 increase in highway speed limits has led to an increase 
in highway fatalities . The study found that deaths on rural highways had risen by 35 percent 
because of the new law. There is an old saying in statistics that if you torture the data enough, 
you can always make them confess. This is what the Insurance Institute was forced to do to 
conclude that deaths increased after speed limits were raised. 

A comprehensive Cat0 Institute study. that I coauthored came to exactly the opposite conclusion. 
The highways today are safer, not more dangerous, than ever before. The fatality rate on the 
nation's roads was the lowest in recorded history in 2001; there were also 400,000 fewer 
injuries. 

' .  4 ' 

,e . : - . :  . . I  . . .. . .. . .  .. . 
If anything,' it .would seem .that unreasonably low posted speed limits are the real dangers .to 'our 
health and safety. Over the last 35 years, the highway fatality rate has steadily declined, 

, excepting only the period fiom 1976 to 1980, which followed the imposition of the national 
55-mph speed limit in 1974. 

" I 
' I  There' is also no evidence that states with higher speed'limitssaw an increase in deaths. States , 

with 65 and 75-mph speed limits saw a 12-percent decline in the fatality rate after speed limits 
were raised. Some of the sharpest declines in fatality rates were in states that raised their limits 
,to 75 mph, the highest in the country. These include Utah, with a 27.7-percent decline, Nevada 
at 23.7 percent, and Arizona at 21.1 percent., 

i .  
* 

How is it that higher speed limits have not led to more deaths? One reason is that cars and roads 
are safer than ever before, which allows us to travel at faster speeds. In the last decade, auto 
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fix-& have built cars with better anti-lock brakes; b,etter power steering, and better .crash __ 
protections. Moreover, what causes fatal crashes is bad driving,habits: driving too slowly h t h e  
left lane, talking' on the cell phone and ignoring the road, driving while tired, and, worst of all; ' 

drinking and..driving. It is a timeless rule ,of the road: Regardless the speed limit,: there. will . 

always be bad drivers. 

' ' . 

_. 
r ..' . 1 

.-. f *$7 .: , 

I 

I . .  

. .  
I .  

. .  
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Also, higher speed limits haven't increased dqdhs because spdeds have 'not risen'significantlymn ' , ' . .  

the highways. People were already driving weltover the posted limits evenwhen. we had. ' . 

his tory. * .  

. .  

.. . 
55-mph restrictions. The 55-mph speed-limit ldw was probably the most disobeyed in American 

The good news is, that when you're speeding on the highway nowadays, you.can keep focused'on . 

the road before you - and not the rear view'mirror - to scan for cops. We all know that's the 
real reason behind increased highway safety:, 

- Stephen Moore, an NRO contributing .editor, 'is a senior fellow at 'the Cat0 Institute; 
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A Senior Moment 
The GOP goes for a poisoned pill. 

. .  
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K e p .  Mike Pence, the second-ternIndiana Republican who is heroically leading a group of 
conservatives in the House against the $400 billion Medicare prescription-drug bill, notes that it 
was exactly ten years ago this week that the Hillw health-care plan was revealed to the world in 
all its splendor and glory. When it was first unveiled, Hillarycare was widely hailed as the silver 
bullet to solve all our health-care-system woes. The plan was quickly endorsed by the American 
Association of Retired Persons (e). 
Six months later the Clinton health plan was the butt of jokes on late-night talk show as it, lay in 
political tatters after being universally #rejected by voters. Voters turned down. the 
socialized-medicine scheme because of its complexity, high cost, and over-reliance on big 
government. 

Now we have Republicans on the verge of repeating this fiasco, as they offer a 

I 

prescription-drug-benefit plan that is complex, costly, reliant on big government, and 
enthusiastically supported by the AARP. What's wrong 
with this picture? 

The policy deficiencies of the prescription-drug bill are by now well documented. The plan will 
dump roughly $2 trillion in added unfUnded entitlement liabilities into the laps of our children 
and grandchildren, on top of the $21 trillion in unfbnded debt already baked in the cake. As Rep. 
Pence stated on the House floor a few days ago, "Our children will never forgive us for this act 
of financial malpractice." 

The plan could cause as many as four million seniors to lose their private-employer drug 
coverage and be thrust unwillingly into a Medicare program that offers worse benefits than they 
already have. This, of cob-se, is precisely why corporate America has so energetically embraced 
the plan and is spending millions of dollars in advertisements to sell the public on its virtues. 
This plan could erase billions of dollars in liabilities fiom the balance sheets of Fortune 500 
companies and shift them onto the books of Uncle Sam. There are no real cost-containment 
features to the bill, and as Rep. Pat Toomey of Pennsylvania says, "almost no one in Congress 
really believes this plan has any chance of holding costs to anywhere near $400 billion." 

1 .  

I .  

. .  

. .  . .  

. . 

' I  I 
;.,>.. 

I 
None of these fiscal realities seems to matter much to the White House or the congressional 
Republican leadership, which at this moment are dangling pork-barrel goodies in fiont of the 
noses of conservative health-care skeptics in the House in order to buy their acquiescence. Their 
reservations do not matter, because Republican political strategists are convinced that this bill 
will e m  Bush the gratitude of senior-citizen voters, who will flock into the Republican column 
in November 2004. 

e 
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I . -  T h h s  a potentially tragic political miscalculation ,on the part of the GOP deep thinkers:In--f?ct, ' , ' 
'i 

: . I '  , 
, .. 
. . '-- the Medicare prescription-drug bill could have just,the opposite electoral effect::Itsould easily . ' , 

antagonize enough seniors to bring anend, to the Republican majority in 2004.. . .  :%. . ' . . ,. 

As evidence of the political unpopularity of the drug bill; .consider the poll results. released3his 
week by the Club for Growth. The poll of,$,OO seniors finds that retirees' support'for the bill' . 

transforms into hostility when those over the ake of 65 are tola the fill 'details of what this.bil1 
would actually provide.' For example, when &brs are told that as'many as one in,three of them 

' ' ' 

' 

. .  
. > :  . . 

. .  ' ,  
. 
. 

' ' ' . 

I "may lose'' his private drug coverage, 7 1 perceat say they disapprove of the bill.. When seniors . . . . .  , 

' are told that they will have to pay premiums of roughly $500 to $600 a year, 72 percent'say they . 

' oppose the bill. 

: As the researchers at Basswood Research,'which conducted the poll, conclude:. "The more. 

' support 'the bill when they are informed of the full costs .and the full risks. Republicans are ' , 

especially vulnerable to retribution by seniors if employers accelerate the trend, already in 
motion, of firms' discontinuing the prescription-drug packages in' their health-care plans; AS the 
poll finds that 8 1 percent of seniors with private coverage are satisfied with their current plan, 

, . these seniors ,could end up as livid as late arrivers at the .weekly church.bingo game who can't , 

. ' : 
. .. 

.. . . '. . ' .!I' 
. .  

. .  
I .  

... . . 
' ' 

* 

. .  . , _. . seniors learn about the prescription drug bill, the less they like it." Only 19.percent-of seniors . , 

. .  ,!I{:!:;!; . 
_ .  . 

: ;. ,: ._. 
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find a parking space. 

The prescription-drug bill is based on a faulty premise: that seniors want to swallow the pill that 
the Republicans are offering. That is perhaps the biggest myth in American politics today. It's a ' 
myth' that could create a Speaker Nancy Pelosi in the House in 2004. 

,On the other hand, these poll results provide kernels of good'news. If Republicans come to their 
senses and vote down this colossally expensive new entitlement program and replace it with a 
scaled-back plan that just gives benefits to low-income seniors without exis$ng coverage, they 
will not only be saving their children a king's ransom, but saving their own political hides. And 
we know that this latter concern trumps every other consideration for our elected officials in 
Washington - or we wouldn't be having this debate at all. 

- Stephen Moore is president of the Club for Growth 
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Rush of Adrenaline 
Voices your ''ditto." 

. .  

A day without Rush Limbaugh is like a morning without coffee with extra caffeine. It'slike 
the U.S. Open without Johnny Mac or March without the NCAA basketball tournament, or 
Lennon without McCartney. It's like TV without Fox News. That is to say, life without Rush is 
unsatisfying, boring, incomplete. 

So thank goodness Rush has triumphantly returned this week from drug rehabilitation to his 
rightful place behind the EIB Golden Microphone. And thank goodness his audience has in no 
way deserted him; indeed, the ratings indicate that his popularity are higher than ever. 

We conservatives hate the sin, but love the sinner. For liberals, it is just the opposite. 

It's especially heartening in listening to Rush this week that he hasn't taken any of the sting out 
of his whip. His latest tirade against the awful Medicare prescription-drug bill is a sanity check 
countering the GOP spin machine - a sound-bite operation that is trying to sell taxpayers a $2 
trillion lemon. Thanks, Rush, for helping us try to save Republicans fkom themselves. They need 
to come to terns with their nasty addiction (to federal spending). 

. 

, 

a 

. .  

. .  
I,.. . 

. At the Club for Growth, we have launched a welcome-back campaign for Rush. Our members 
have responded in the thousands to our declaration of support and gratitude. Please join us. On '' ' Friday we will present the "Rush Resolution'' to Mr. Limbaugh and we want 10,000 signatures. 
If you're courageous enough to give us your John Hancock and give kudos to the Left's worst 
nightmare, go to www.clubformowth.ordrush.php and sign on. It's absolutely fiee. The 
resolution reads as follows: 

THE RUSH RESOLUTION 
WHEREAS, Rush Lirnbaugh is recognized, without question, as the number one conservative 
talk show host in the nation; 

WHEREAS, Rush Limbaugh is the leading voice in America for promoting the ideals of a kee 
market and a limited government; 

WHEREAS, Rush Limbaugh is Howard Dean's worst nightmare and Hillary Clinton's most 
persistent critic; 

WHEREAS, Rush Limbaugh is the steely coat of armor protecting the honest, hard-working 
American people from the sword of high taxes, more intrusive regulation, and unaffordable 
government expansionism unsheathed by such wacko Democrats like Tom "Puff' Daschle, John 
"French-looking" Kerry, and Howard "Nikita" Dean; 
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- . NOW,'THEREFORE, BE IT RESOLV&Dthat the Club for Growth, the members and friends o f  . '2% " : '  

I 

which concurring within, wish: "El Rushbo" -a heartfelt "Welcome'Back" as he triumphantly , . 

returns to his rightful place behind the . I . . ,  EIB,, ,, . I Golden Microphone, and once again;keeping the . .  

. .  world safe from loony liberalism; \ :  \ 
. .  . ...:. 

. .  WE, the undersigned, loudly . .  proclaim, "Ditto!" . 

- National ReviewNRO contributing editor Stephen 
Growth. . .  
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, The private sector ;s finally starting to percolate. . .  
a 

. .  . . .  

. .  
. .  

P a u l  Krugmzin, Howard'Dean, andlRobert Reich are having a rough time of it these days. ' ' . . 

I 

I 
The recent news that the unemployment rate dipped to 6 percent (which was once upon a time 
considered full employment) and 'that the economy has created about 300,000 new jobs over the 
past three months has made the tax-cut critics look a little silly. 

Krugman, Dean, and Reich have made a profession out of railing against the Bush economy and 
the hollowness of the supply-side tax-cutting theory. In fact, poor Paul Krugman. Just a few 
weeks ago he wrote a rambling four-page article for the Nay York Times Magazine called "The 
Tax Cut Con." It argued that supply-siders have it all wrong - that tax cuts don't lead to more 
jobs, more growth, more investment, and a higher stock market. 

, 
I 

I 

Oops! r 

Meanwhile, the sizzle would seem to certainly have gone out of Howard Dean's steak (dang!). -.; .i ' 
Nary a day goes by that Dean doesn't declare the Bush tax cut a miserable failure. He wants to 
repeal the whole tax cut. If Howard Dean is president, the capital-gains tax goes fkom 15 to 20 
percent, the dividend tax goes from 15 to 40 percent, and the average family with two kids and a 
$50,000 income will pay $2,200 more in taxes. That will really jump start the economy. - -  

4 ' I 

The newest job data comes right smack on the heels of the stunningly positive GDP report I 

which showed that economic growth soared by 7 percent from July through September this year. 
But my analysis, with Club for Growth research assistant Phil Kerpen, indicates that the 
underlying data is even more encouraging than that. 

As I have noted many times on these pages, the GDP data is contaminated by the inclusion of 
government spending. When the government spends more, the oficial GDP grows, even though 
the government very rarely spends money efficiently. 

In 2001,2002, and the fust half of 2003, the government was outgrowing the private sector in 4 
GDP. Bad news. But the reah'y good news in the latest GDP report is that the private sector is 
finally starting to percolate. In fact, in the 3rd quarter of 2003, the private-sector growth rate wds 
up an astonishing 8.5 percent. Hot diggity dog. 

This is what we've been waiting for. Here is the data: 

' 

I 
**4. ' , 

= mJ&42) 0 
PhateSecttuGrbwth 439k 20% 1.9% 8.5% 
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The tax cut has made one very other important positive contribution to growth, perhaps the most 
important of all. The stock market has soared ever since the tax cut was enacted. Since May of 
2003, the Dow Jones is up 16 percent and the Nasdaq nearly 20 percent. The folks at the , 
American Shareholders Association report that this stock myket adrqaline surge has increased 
American household wealth by more than $IL.;! trillion. This is just as supply-siders on these 
very pages predicted, and what the anti-supplykders like Krugman and Reich insisted would 
not happen. I 

Is a return to a 10,000 Dow and a 2,000 NASDAQ just around the comer? Ask Larry Kudlow 
that one. But one thing is certain: Americans are richer, the American economy is stronger, and 
the stock market is a lot higher thanks to the tax cut. Thank you, President Bush. 

And thank you, Mr. Krugman. Wrong again. You're perfect record is safely intact. 

- National Review contributing editor Stephen Moore is president of the Club for Growth. 
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Congress may have'a chance next week to do, the right thing for consumers. 

I '. 

1 ! .  ' .  L \ . ' .  
. . ' Competition to Cable and Satellite TV? 

, 

. .  

I 
I 
I 

E v e r  wonder why it is taking so Iq,pg for multichannel TV technologies to reach a large share 
of the American market at affordable prices? Or ever wonder why so many homes still can't get 
high-speed Internet hookups? The technologies hhve been around for at least a decade to make 
both products affordable to all homes. The culprit is government interventionism, which has 
impeded the introduction of new technologies that could dramatically reduce costs of satellite 
TV and bring more chmels  and clearer pictures to millions of Americans homes. Ironically, the 
government is blocking new TV technologies that could give Americans access to multiple new 
entertainment and news channels at the same time Congress moans'about too #much markpt 
concentration in the media business. 

, 

PC. 

Typically, the biggest opponents of the newest generation of technological advance are those 
firms who pioneered the previous generation of innovation. This has been true for 100 years. 
Horse and buggy manufacturers weren't too thrilled with Henry Ford's Model T's. Incumbent 
industries, fat and happy from years of isolation fkom competitors, either due to economies of 
scale, or preferential regulation, are rocked by disruptive technologies. This is the essence of the 
free-market process of "creative destruction." The advent of the PC benefited consumers and 
businesses enormously, but brought down some of the leading technology firms of the last 
century including Burroughs, Wang, and Digital, and forced mighty IBM to rethink its whole 
product line. 

Satellite firms are feeling a lot like IBM did in the late 1970s. Here's why: New multichanhel 
TV and high-speed Internet providers now have the technologies to bolt a wireless local 
transmitter to a tower at a fraction of the cost of what it costs to design and pay NASA (or the 
Chinese) to launch your $300 million telecommunications satellites into orbit. For example, a 
firm called Northpoint Technology has developed a system comprised of local transmitters that 
would carry all local TV'stations and emergency broadcasts within a market, something the 
satellite companies won't do. In fact, nearly 1,000 local TV stations are not carried by any 
satellite service. Under, this technology, land-based transmitters would share the same 
frequencies used by the satellite-TV companies, and consumers would simply point their 
reception dish in a different direction to receive service. 

If this technology works, multichannel TV and Internet service could be made available in 
homes at a fraction of the cost of the direct-broadcast satellite TV. The FCC has certified that 

I\ ' 

I .  . .  

the system would not interfere with satellite signals. 

L .  . 

. : I 

When you listen to Tom Hazlett, a former chief economist for the Federal Communications 
Commission now with the Manhattan Institute, you understand why the satellite h s  are 
nervous. Hazlett estimates that the lack of competition with satellite TV providers is costing 
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,consumers about 5 percent on 'their monthly TV .bills, or up, to $230 million each monthjIi-i-.. .: :. . . .  .: 
: . .  . I  

. . .  .-- . higher prices. New competition from land-based technologies could'mean even::bigger savings;:? . . .  . . . . . .  

than kat. The GAO-reported just last week that when there is more than one cabIe-TV company-[; .' , . 

in a market, prices are about 15-percent lower.. Those savings could bring multichannel . . . . . . . .  .TV '&to". ; ' , ' ' 

the living rooms of millions of more Americans, sooner rather than'later. . 

Satellite corporations claim that this technolq& requiresthe PCC to give away precious 
broadcast spectrum when other providers paid handsomely for spektrum allocation in'licknse ', . . . .  

auctions. That argument sounds reasonable, except that most spectrum that h& been'assigned of 
late hasn't been allocated through auctions at all. Many of the satellite companies:havm'.t paid a 

. dime for their spectrum. That is true of well-known firms like. DirecTV.' Since 1997, the FCC . . .  

has granted about 150 satellite licenses - not a single one through auction. Whbn-the. FCC got . . .  a . . . .  .. , . 

r 
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around to processing the applications of Northpoint and six large satellite corporations who all 
applied on the same day in 1999 to share the exact same frequencies, the agency determined to- 
license the satellite companies without auction, but dismissed Northpoint's application and . 
invited the innovative company to participate in an auction. 

I don't know if land-based transmission systems are the fbture of TV a d  high-speed Internet or 
not. But I do know that only the market can fairly and efficiently make these decisions, and by 
locking out new hopeful technological advances through government 'kegulation, consumers lose 
and monopolies win. The shame here is that this fight isn't being fought in the jungle of the 
darketplace where survival goes to the fittest. It is being fought in the halls of Congress, where I 

the most politically fit survive. 

Commonsense free-market legislation brought by Senators John Sununu (R., N.H.) and Kay 
I Bailey Hutchison (R., Tex.) would create a level playing fieid for all competitors in the pay TV 
market, space based and terrestrial. Through the resulting forces of competition, we could see 
the costs of multichannel TV and high-speed Internet plummeting in the next ten years the way 
cellular-phone costs-have come down in the past decade. 

- Stephen Moore is president of the Club for Growth, a contributing editor of National Review 
and NRO and a nationally syndicated columnist. 

#' i 
I 

, I  p;..ii-.. . 1  I 

I 

I 

' . 8  . . . . . . .  . .  
. .  

http://w~nationalreview. com/moore/moore2003 . .  1 02908 3 7. asp . ... .I 

I 

5/5/2005 2:46 PM 



. .  

Nation91 Review Online (http://wv&.nationahziew.com) ' 
. .  . 

I 

. .  . 

I t . . , '  . ...., I . . ;  

. .  

I\ ' 

. .  

. .. . 

1 of2 

I . . '  . .  

. .  

Stephen Moo 
NRO Financial Cdunmist 

. .  . E-mail Author :. . 

Send to a Friend ' ' I  :!:3$1'! 1 
<% printud = . . . #  ' 

Request.ServeNariables("URL")%> 
Print Version 

. .' 
' I .  . AuthorArchive ; . ' 

. .  \ . .  
\ '  

. \  

Iraq Need 
The wrong road. 

.. I 
. .  . .  . . .  .. I: . . .  

. i  
. . . .  0 .  

, . I  
. .  

. .  ' ,  e .  . 

\ . ' .  ... , ;;: ' . .  ' I 
. .  I \ '  ' 

October 17,2003, 12:46 p.m, 

.s Capitalism, Not Foreign Aid ' ' 

. .  
1 . . .  . .  

L e t s  say that it is the middle of thq,night and Bill Gates's house is on fire. And let's say that as 
a good neighbor you rush over, heroically break down the fiont door, and then, risking your own 
life, you rescue his family from possible death and save the house from burning to the ground. 

Three weeks later you get a request fiom Bill Gates for $300 to pay for the door you broke 

, I 

' 

down. To pay up would be preposterous. You saved the Gates home and family from possible . . .  
. .  . I  

. .  
ruin. 

Yet this is precisely what the U.S. Congress is prepared to do now by authorizing $20 bilIion o f '  
e . .. 

U.S. taxpayer dollars for the initial costs of the-r&onstruction of Iraq (half ofthose, by Senate 
vote last night, probably in loans)., I I 

Is this another case of America winning the war and being taken to the cleaners in the peace? Do 
we have here the classic fictitious parody The Mouse that Roared come to life? 

Last week I coauthored an article on these pages with Florida congressman Tom Feeney, 
arguing that U.S. taxpayers should not have to pay the costs of rebuilding Iraq. We made the 
case that Iraqis could be loaned the money, and that the loan would be repaid through future oil 
profits. The Senate started to get the message last night. 

That article incited criticism from many of our fiee-market fiends and allies. The Wall Street 
Journal editorial page called our idea "unreasonable." The White House has also lobbied 
heavily against the loan idea, arguing that Iraq is already saddled with $120 billion in unpaid 
foreign loans. 

I 

L 

The issue here is not whether the Iraqis should get reconstruction aid. Yes, the Iraqi 
infiastruchue is in utter disrepair. And, yes, the sooner the infrastructure is repaired, the sooner 
a functioning government can be put in place, and, in turn, the sooner American troops can be 
safely withdrawn. The issue is how the Iraqis should get the funds. 

The arguments against the loan-financing approach are. unpersuwive. Here are some brief 
refbtations of the. criticisms of the plan. ' I  

Spurious argument #I:  A loan program would place an unduefinancial burden on the Iraqis. . 
Not when one considers that the discounted present value of the oil in Iraq approaches $1 
trillion. The oil fields are generating very little revenues now. But these loans could be repaid 
over a 10- or 20-year period with a reasonable interest rate imposed. Policymakers need to 
remember that, & Paul Bremer recently noted, "Iraq is not a poor country, it is a temporarily 

L .  
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. .  ' capitalist forces to take hold, Iraq could get rich very. quickly. Loan repayments:-would b,e la.. 
? 

a _ .  , 

. _. . _ .  

. .  smaiprice to pay for this.prosperity. , . .  

. . . .  : Spurious ar&ment #2: Loaning Iraq the'money would merely'conjirm the suspicions of'.. ', . . . . .  

in any way confiscating the oil. We are simplzhuring that v3e &e repiiid for the expenses!. : 
incurred to get the Iraqi economy functioning &in.  Without the irifkastructure re&irs''- to the . . 

ground and can never lubricate the Iraqi revival. In any. case, making the loans through a ::.. .: ' 

.. ' 1  ' , .  ' 

' 

America's critics that the US. invasion wg&teided to seize control of Iraq's otl.. But we arb't . : , '. ' 

I . .  

. .  
' ' .  " 

. .  
pipelines, the roads, the.security measures, the power plants, and so .on, - the oil&mains.h .the I 2.45.. i .I . - , . 

. . . .  
I '. .' 

I 'I 

I .  

multi-nation lending group, such as the World Bank, insures that the U.S. goveriment isn't the 
entity that puts up the money or gets repaid. - _  

PJ 

[E P. 
~4 .- , ; ? i s  I . . i  

F: 
43 

Spurious argument #3: This $20 billion of foreign aid can have the kind of high return the 
Marshall Plan did afier World War II. The Cat0 Institute has demonstrated many times over the 
years that the supposed "success" of the Marshall Plan is a myth that the foreign-8id 
establishment self-interestedly perpetuates. The aid to Germany, for example, waS .&nost ' 

entirely cancelled out by the reparation payments the Gennans were m&ng. WestlGemany 
, recovered rapidly because the Germans allowed the fiee market to work. East Germany had 

billions of dollars of aid fiom Russia, but it grew poorer. Moreover, ifthe purpose of the 
Marshall Plan was to build long-lasting strategic alliances with the French and Gennans, then 
sdmething went wrong, because two of our greatest adversaries in the war against terrorism 
today are the French and the Germans. 

Spurious argument #4: Iraq is already saddled with too much debt. 
Much of that debt is owed to three countries: France, Russiq'and Germany. Why should 
businesses in these nations, which have obstructed the crusade to evict Saddam Hussein, be 
repaid anything by the Iraqi people? These nations did business with a crimi,nal despot who is 
gone. If they want to- be repaid, they should fmd Saddam and get him to repay them. The facts 
here aren't really very complicated. We liberated Iraq. The French, Russians, and Germans 
helped prop up this nation's evil oppressor. We should have first claim on any repayments: 

F 
I 

I 

I 
I -  
I 

. . .  

I 

. I  

I 

' ' . . .  : - _, , 3 ;'. 

I 

. . . .  . .  

, Iraqls house was on fire. America rushed in to put it out. The, notion that the U.S. taxpayer, 
should single-handedly bear the burden of rebuilding the house, even though it rests upon a 
mountain of black gold, is fiscally irresponsible. With the war over in Iraq 'and'saddarn gone ,fQF 
good, we should be giving Iraq a hand up through capitalism, not a hand out through welfare. 

, - Stephen Moore is an NRO contributing editor. 
:.I. :*  

I 
good, we should be giving Iraq a hand up through capitalism, not a hand out through welfare. 

, - Stephen Moore is an NRO contributing editor. 
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Three cheers for democracy! 

By' Stephen'Moore & Paul Jacob 

, .  * .  I \ -  
Let 50 Recalls Bloom 

1 . .  

T h e  biggest winner in last week's historic recall election in California was not h o l d  ' 
Schwarzenegger, but rather the citizens of Califorpia. Millions of California voters have 
exercised their right to remove m' incompetent and cormpt governor. Three cheers for 
democracy. The scandal is that less than half the states give voters the right to recall their 
elected officials. We think this should be made a basic right of vaters in all states and at the 
federal level. Recall is the ultimate voter safeguard to keep politicians honest and accountable. 

This isn't the way the Left sees it at all. The Los AngeZes Times argued that the recall was 
"baldly partisan, threatens political civility that allows democracy to work, has become a circus 
that mocks the electoral process, apd is inherently undemocratic." But what in the world is 
undemocratic about a citizen-driven movement (two million Californians signed petitions for 
the recall) that engaged and energized voters across the state? 

Why should politicians be "entitled" to ma full €our years in office if they are not performing? If 
corporate CEOs run their business into the ground, they don't get to stay in their job for a term in 
office. It would be a breach of fiduciary duty of a board not to depose an incompetent CEO. 
Well, Gray Davis was the de facto CEO of California, the sixth-largest financial entity in the 
world. The economy cratered. The voters had a fiduciary duty to oust Davis as they did. 

One group called Republicans Against the Recall complained that the recall is a "weapon of 
mass political destruction. The recall will set a terrible precedent. Soon labor unions and 
environmentalists will be trying to recall Republicans." Good. Many Republicans should be 
recalled from office. In Nevada, voters are attempting to recall their Republican governor, 
Kenny Guinn, for raising taxes after he had promised not to. Good move. Recalls are the 
ultimate shock therapy that empowers voters to impose discipline and accountability on 
politicians. We need more such mechanisms, not fewer. 

The recall procedure is a political reform that came out of the progressive era of American 
politics. It was designed to wrestle control of the political process away from entrenched special 
interests and politicians who had been bought off by them. But now commentators want the 
politicians to be immune &om voter disapproval. David Broder of the Washington Post recently 
moaned that "The recall is the byproduct of almost everything that has gone wrong in our 
political system. Partisan excess, rampant personal ambition, dereliction of leadership, media 
inattention, phony populism, and, as usual, the influence of money all are part of this nearly 
unprecedented perversion of representative government." How in the world is what occurred in 
California, "phony populism?" For years and years liberals political analysts like Mr. Broder 
have been bemoaning voter apathy and disengagement from politics. Here millions of voters 
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mobilized in record numbers in California. to change the way their government is being 1. . '-.:i .. . .. ._ 
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politicians accountable to the people who put Pkm'in office. The nation .needs more such .. .. > .' 

. We believe that that every state should have empower their citizens with three ba&:rights ,Am'. 
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voters at a time when politicians, bought off by trial lawyers, unions, or business interests; .. . . . ' ', 
. .  . .  

. . .  
-.. . 

. . .  
. rehse to put the public interest first. 

We also favor a constitutional amendment to permit voters in states ahd congressional districts 
to recall their congressional representatives in Washington. That would make congressmen stop 
and think before they run $500 billion budget deficits, vote themselves preposterous pay raises, 
kite checks from the congressional bank, and engage in other acts of mischief. I 

' Thomas Jefferson had it exactly right when he once declared: "A little rebellion now and then is 
a good thing." That is what happened in California. With a bigger budget deficit than all the 
other 49 states combined, the political system in Sacramento qeeded a good shake up. Too bad 
so few states allow this peacehl form of rebellion to take place through the power of recall. 

- Stephen Moore is president of the Club for Growth. Paul Jaaob is president of Citizens in 
Charget which promotes the voter referendum and initiative $recess. 

I I 

. .  - %  

. .  . 

. .  

I 

. .  

.'. . .... a 

2of2 

. .  . .  . i . .  . 

5/5/2005 3: 11 PM 



I 
I 

National Review : .  Online (http://&.nationali 

Stephen MQO 
NW Financial Columnist 

September 26,2003,8:'42 a.m. 

War & Peace 
Let Iraqis rebuild Iraq. 

By Tom Fe&ey & Stephen Moore 
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president Bush's request for an $87 billion supplemental-spending bill, at least $20 billion of ' 

which is for the rebuilding of Iraq, has met with SFUprisingly stiff opposition. Opinion polls 
indicate that the president's approval rating stumbled after Americans learned that the burden of 
paying for modernizing and repairing the infiastructure of war-tom Iraq would have to be 
shouldered by American- taxpayers, rather than the Iraqis 'themselves. The opposition to this plan 
is heightened by problems here at home: the slow recession recovery, still-too-high 

, . . '  

unemployment, and an. already record $400 billion of federal deficit spending, I . .. 

In the run-up to the war in Iraq, administration officials had consistently argued that Iraq's oil 
revenues would pay for the costs Q f  reconstruction. That financing plan, which draws fiom the 
assets of Iraq to pay for their own economic rehabilitation, seems no less sensible today than it 
was six months ago. Iraq is not a poor country - at least not for long. It is a resource-rich 
country, with the highest levels of oil reserves of any nation in the world other than Saudi 
Arabia. With an estimated 100 billion barrels of known reserves, and probably much more than 
that is technologically recoverable fiom these rich desert fields, the discounted present value of 
the oilfields could easily approach $1 trillion. But these assets only have value once they are 
linked to a dependable infiastructure of roads, bridges, pipelines, and security. 

This begs the question: Why should U.S. citizens have to pay one additional penny for this 
rebuilding when Americans have already paid tens of billions of dollars for the liberation of Iraq 
with a huge military operation and more preciously, thousands of our own soldiers' blood? 

Skeptics say that using the oil money to pay for the reconstruction of Iraq is no longer a practical 
option, because Iraq's oil revenues are way down. It is true that the combination of the war and 
economic sabotage has left the oil fields in poor condition and has brought production levels far 
below prewar levels. But this situation of disrepair is temporary. Once there has been a return to 
reasonable civic order in Iraq, oil production will increase dramatically and this nation will once 
again be flush with petiodollars. It could become like Saudi Arabia: one of the richest nations in 
the world. 

As such, we would propose a fairer way to pay for infiastructure reconstruction in Iraq than the 
president's plan. First, the dollars for rebuilding this nation should not be given, but rather 
loaned, to Iraq through the U.S. government, or better yet, through a financial intermediary, such 
as the World Bank, or the International Monetary Fund. These loans should be collateralized 

profits to the repayment of these loans, could mean that within 10 to 15 years the debts would be 
paid off in full (depending in part on what happens to the world price of oil). Better yet, if the 
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against the fbture profits of the Iraqi oilfields. A fonnula which dedicates 50 percent of the oil ' a .  
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Iraqi government decides to privatize the oil fields through a public offering, some percentage of 
the sale proceeds should be dedicated to debt repayment. We would even go a step further; a ' 
substantial portion of the actual war costs could and should be reimbursed to the U.S. . 

govemment fkom this oil money, because the ultimate beneficiaries of this war were the 
people themselves., 1 

Making the loans through the World Bank or,,JM'F would havt the benefit of avoiding the 
spurious charge that the hidden agenda of the &'sh administration 'was to secretly take control 
over the Iraqi oil fields. But in this case the U.S. government would not get a penny of the oil 
revenues for reconstruction purposes. The loans would be made by multilateral institutions and 
would be repaid to them. 

This straightforward plan for financing this rebuilding process, is said to be complicated by 

and Russia, as well as various Arab states, insist that Iraq's oil revenues secure their debt. 
Estimates of the amount of debt are between $100 and $150 billion, well above the entire cost of 
reconstruction. While these debts are likely to be renegotiated, Iraq's provisional govemmeht 
and the United States have adopted the questionable position that the debts are valid and will be 
paid. That is a mistake. To not repay the loans sends a signal to the rest of the world that they 
will pay a hefly price for engaging in commerce with corrupt, brutalistic, and illegitimate 
regimes like Saddam Hussein's. It would be a horrendous policy if Russia, Germany, and France 
dere repaid for financing Saddam's wicked repression of Iraqis; while American taxpayers are 
not reimbursed for liberating and rebuilding Iraq. 

President Bush is now pursuing diplomatic means to persuade the Europeans and other 
industrialized nations to help shoulder the remaining costs of the war and the peacekeeping 
process. Rather than going hat in hand to the Europeans, the Bush administration should simply 
cancel the Iraqi debts owed to France, Germany, Russia, and other nations. After all, the debts 
were incurred by a government that no longer exists and at a time when the U.S. government 
was boycotting Iraq. These other nation's were effectively undermining U.S. national security by 
effectively undermining that boycott 

What we are proposing is known as the doctrine of odious debts, first proposed by Alexander 
Sack in 1927. According to Sack: "When a despotic regime contracts a debt, not for the needs or 
in the interests of the state, but rather to strengthen itself, to suppress a popular insurrection, e&, 
this debt is odious for the people of the entire state. This debt does not bind the nation; it is a 
debt of the regime, a personal debt contracted by the ruler, and consequently it falls with the 
demise of the regime." Beginning to enforce 'this principle of odious debt would very rapidly 
d e h d  and thus help topple other oppressive and dangerous tyrants around the globe. If France 
and Germany want to be repaid, they should start hunting down Saddam and his henchmen. 

Americans put their lives at risk freeing Iraq. The French, Germans, and Russians not only sat 
on the sidelines but, inadvertently propped up Saddam by financing his purchases of anns, 
palaces, and oil infkastructure. It makes no sense to argue that they should get a claim on the 
new Iraq's assets before we do. For once in our history, Americans should not be forced to foot 
the bill for the war and the peace - especially since the means to pay for both is right beneath 
the Iraqis feet. 

I 
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I 

Saddam's foreign debts. Major creditor countries, including war-opponents France, Germany, 
I 
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- Tom Feeney is afreshman member of Congressjkorn Florida. Stephen Moore is president of 
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The Senate Minority Leader is anti-tax - at least, for himself. 
Tom's House Is a Very, Very, Very Nice House 

By Stephen Moore 

p on ritzy Foxhall Lane in Washington, D.C. - which is a long way fiom Aberdeen, South 
Dakota. The group I head, the Club for Growth, recently exposed this audacious purchase in 
TV ads that are now running in Sioux Falls, South Dakota. We note that Daschle, the Senate 
Democratic Minority Leader, who voted against the Bush tax cuts, evidently doesn't need tax 
relief judging fiom the size of the home he can fiord, but working people back in $70,000 
homes in South Dakota strongly favor tax reduction. The background jingle is a parody from 
the Crosby, Stills and Nash song: "Our House." We changed the wording to: "Tom's hous&, it's 
a very, very, very big house." 

Now we have nothing against people buying expensive mansions. Some of my best fiends 
have million-dollar-plus homes. In a debate on Fox News the other night, former indicted 
Congressman Tony Coelho defended Daschle by noting that Arnold Schwarznegger has a 
multimillion-dollar home and he's running forloffice, so why shouldn't the Daschles? There's a 
fbndamental difference here. Arnold makes things (hit movies) that people want and he has 
gotten rich doing so. God bless him. Tom Daschle has been living on a government salary for 
almost all of his working life (how much are we paying these people?) and his wife Linda gets 
her money fiom lobbying Congress. It's no stretch to say that she c&hes in on her husband's 
lofty status. I 

Daschle has worked tirelessly to pull the ads off the airwaves. His protests have been almost 
comical. His first complaint was that the ads are misleading because he really does favor lower 
taxes. Hmmm, that's news to anyone who even casually follows politics in Washington. For at 
least the past ten years, Daschle has-voted against anything that even has the whiff of a tax cut. 
He was the deciding vote in the Senate for Bill Clinton's mega-tax hike. 

erhaps you've heard about the mo&ting scandal over Tom Dischle's new $2 million home 

I 

Next we heard fiom the '60s rock group Crosby, Stills, and Nash, which accused us of 
copyright violation, by parodying their music, and demanded that we cease and desist from 
running these ads. The law is very clear that this kind of usage is no copyright violation. And 
doesn't it seem like just yesterday that liberals were fanatics on First Amendment rights. Now 
they do everything in their power to suppress political speech -. if it comes fiom the right side 
of the political spectrum. . 
But here's the fascinating new twist to the story. It turns out, as first reported by Talon News, 
that Daschle and his wife have applied for the home owner's tax exemption for the D.C. home. 
D.C. law requires that to qualify for this tax break, the home must be the primary place of 
residence. To quote fiom the venerable Keith Jackson: "Whoa, Nelly!" To run for the Senate 
in South Dakota, Daschle has to be a resident of South Dakota - not a primary resident of the 
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.. . ' e  Could Daschle be legally prohibited from running ,for reelection because he no .longer. 1iv.es in... . .  ::. :.., 

South Dakota? 
. . . . . . .  
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. The Daschle campaign team has swiftly twsitioned into crisis-management moie.The'press . . . . . .  

release .the campaign released explains away $&predicament this way: ''Linda Daschle, works ..' . . 

in DC and pays income taxes in DC. That mak& Linda Daschle eligible for the homestead. , .  - :. . ' . ' , ' ' 

. .  
. .  . .  

. . .  IC . . .  . . . . .  . .  
I I , 

. .  
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-. . 

. .  exemption on behalf of the .Daschles." . 

Okay, let me get this straight. Linda lives in D.C. and Tom lives in South Dakota. Sounds like 
somebody needs couples therapy! I 

The press release further explains that "there is no question that Tom Daschle is a South 
Dakota resident. He has a South Dakota driver's license. He has South Dakota plates on his 
car." And then the trump card: "He pays South Dakota taxes." The only thing Daschle doesn't 
do it seems, is actually reside in South Dakota. 

Who would ever thought by the way; that the leader of the Democratic party would be such a 
fanatic about tax avoidance? South Dakota has no income t& and D.C; is a tax hell. This 
tax-happy senator saves thousands of dollars every year on his income taxes by filing as a 

I 

I 

I I 
1 

South Dakotan. I '  

1 
I I 

And apparently Linda is no slouch in this tax-minimization game either. In fact this whole 
mini-scandal that has snagged the Daschle's by the pants legs, was all caused by an attempt by 
the Daschles to save a few measly thousand dollars on their D.C. property taxes. The h n y  
here is so thick you can taste it. Daschle fights like a pit bull every year to prevent tax-cuts for 
working-class folks, like South Dakota fanners, who could save a few thousand dollars on 
their taxes thanks to the Bush tax cut. But there's no limit to the steps he will take to avoid 
paying taxes himself. Daschle was telling the truth when he claimed he was for tax relief: Tax 
relief for the Daschle family, that is. 

I guess, fhdamentally the Daschles agrees with Leona Helmsley: Taxes are for the little 
people to pay. 

I 

1 

. .  

, 1. I I  - Stephen Moore is president of the Club for Growth. . . .  
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1 The Pump Jump - in Perspective I *  

GasoIine is still afEordable in historical terms. 
. .  

. , By Stephen Moore and Phil Kerpen ’ . 

. .  I . .  

ith Labor Day upon us and ,gas prices reaching $1.79 a gallon in many markets and even ’ ! “ . .  ’ 
topping $2.00 a gallon for premium unleaded, newspapers have been fhll of headlines. 

about “record prices.” But the talk about record hikhs is based.on a common economic fallacy . 

- a failure to adjust for inflation over time. General inflation raises the overall level of prices , ’  

.W 
a . . .  ’ 

’ 
’ 

~4 ’ .,:::.. - 4 .  . ~ .  r i I  \ . . . throughout the economy. n e  real issue is whether gasoline prices are rising relative’to the .’ I . . . . ;., ;, . !.. .. ..i 

1 of.2 ’ 

other costs of goods and services. And if we measure energy and gas prices correctly, we find 
that gasoline - although the price. has risen by more than 20 percent. in recent weeks - is still 
affordable in historical terms. I 

The Energy Information Administration reports gasoline prices in both nominal and real terms. 
The real prices are adjusted for the effects of inflation by applying the implicit GDP price 
deflators to compare prices in constant 1996 dollars. The current “record high” price is quite 
moderate by historical standards. We had higher retail gasoline prices as recently as 1985, and 
significantly higher prices fkom 1979 to. the mid 1980s. (Click here for chart.) 

I 
I 

The late great economist Julian Simon, a Cat0 Institute adjunct scholar, was famous for 
teaching us that it is most important to look at the very-long-term trends in prices of natural 
resources, if one wants to make predictions about the fbture. Here is’what Simon’s long-term 
data on energy and gas prices tells us: Gasoline prices paid at the pump have been on a steady 
rate of decline since the 1920s, with the obvious exception of the 1970s, when we faced an , 
OPEC embargo and gasoline lines. In 1920 the real price of gas (excluding taxes) was twice as 
high as today. If the price of gasoline relative to wages was comparable today to what it was in 
1920, we would be paying almost $10 a gallon for gas. (See The State of Humanityo, by 
Julian ----- - Simon, --__ Blackwell Publishers, 1995, Chapter 28.) 

The same is true, by the way, for the cost of electricity and oil. Oil is slightly cheaper today 
adjusted for wage growth than it was 50 years ago and five times cheaper than 100 years ago. 
Electricity to our homes is about one-half as expensive as 50 years ago, and despite the recent 
blackouts, the service is more - not less - reliable. 

I 

. .  . . .. 
. .  

- .- . 

. .  

. .  . 

I 

Time magazine recently published a major story warning that the world is running out of 
energy. The authors of that story, Donald Barlett and James Steele, are completely 

found in Russia and other nations around the world, the likelihood is that prices of gasoline, 
oil, and electricity will fall throughout the 21st century, just as they did in the 20th. If Julian 
Simon were still alive, he would gladly bet Barlett and Steele or any other pessimists a tidy 
sum that prices will fall, not rise, over time. He has at least 100 years of history on his side. 

misinformed. Given new technologies in the energy industry and the new oil deposits being I 

8 
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c .'%: One la& word, on-the rising-cost, of gasoline. American motorists should be mighty.-pleased&at:;~~.. . . . . . . . . . . . . . . .  .:. . . .  

theUnited States does not adopt the economically dysfunctional high-energy tax:polici'es. that$'.: . -. 
are commonplace in ,Europe. In the Euro nations, gasoline.of€eri reaches $4 a gallon with'more . . . . . .  

. than half the price collected in taxes. Perhqps. $2 a gallon gasoline is a bargain'afk ali i  . . . .  ..::B.'G 1. . . . . .  .' . .  
. . .  .: . . . . . .  . .  , . . . . .  .... . ._ '::' . .:. . .  
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- Stephen Moore is a senior fellow at Cat0 aihjs president of Club for Growth.' Phil Kerpen. . ' .  ., , 
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Get Government Out of GDP ' 

I 
\, . 

I .  

I . .  . . .  . .  

. .  
, ' The growth this past quarter is a statistical mirage. . . .  

By Stephen Moore and Phil Kerpen 

T he latest report on gross domestic product of 2.4 percent real growth in the second qudrter 

recession. Caroline Baum of Bloomberg noted that this stronger-than-expected GDP growth 
number confounded most economists, who had been much less bullish on the U.S. economy. 

40 
Wl 
@J * 
Pd 
It% 

' ' 

of 2003 is good news for the American econoqy and reduces fears of a dreaded double-dip 

. .. ... . 4 
. ' ' '  There were nuggets of good news in the Commerce Department report: private domestic 

.' q 
a ' ' largest increase since 2000, signaling that perhaps the long-awaited $upply-side recovery i s  , . .  .. 
PC. 
Pi! 

. investment is up, and equipment and software purchases increased a solid 7.5 percent, the 

' now underway. Combined with strong'demand growth of 3.3 percent, the ecohomy seems to. . ' 

. -. .:. : be on the verge of an accelerated recovery. I 
I . .  ._. . 

. .  
. .. . . .  

But the bad news is that GDP itself is still a grossly misleading way of measuring the state of 
the national economy. 

The headline number of 2.4 percent growth - immediately applauded throughout the media as 
strong - is about double the real rate that the private economy grew. While the private 

. economy grew near a 1.3 percent rate, the federal government component of GDP increased by 
a staggering 25 percent, the largest quarterly increase in more than thee decades. The increase 

,\, was due almost entirely to the high cost of the war in Iraq. .- ~ 

. .  

. .  

. .  

1 of2 

The important word there is "cost." Wars are a cost not an asset. You fight wars because you 
have to -because there are bad people in the world. But to suggest that the war was good for 
@e economy would be as dimwitted as to suggest that Saddam Hussein deserves a medal of 
honor for helping revive the U.S. economy. 

Defending US. interests militarily is a legitimate and necessary h c t i o n  of government, but it 
eats up resources and reduces growth, rather than enhancing it. So, to a large extent, the 
growth reported this pas$ quarter is a statistical mirage. The way we currently measure GDP 

1130 .. 

makes billions of dollars spent on military expenditures look like productive economic . I  
activity. .. . 

We should stop counting government growth in GDP. Keynes was wrong after all. 

enterprise and production of wealth-enhancing goods and services. This convention of 
counting government spending as an asset rather than a liability creates the illusion that bigger 
government means more. prosperity. Where on earth has that ever been the case? Certainly not 
the former USSR, East Germany, Japan, or Argentina. 

Government growth does not enhance a fiee market economy, it crowds out productive private ! 
e 
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.- . I-. The dramatic expansion of government that we have seen in the United 'States;over:'.the past. . . :.;, .. : . .... . '. . . . . .  

centu& has no doubthad some positive benefits. The'govemment builds roads and,.schools:md+.:;:. . .  . . . . . . .  

the goods produced in the public sector add little v&e tothe wealth of the citizenry. Thesei'are '. ' '. '. %~~~~ 
' 

goods and services demanded by politiciqq, not by willing consumers in the fiee'marketplade;.: . 

' 

spends money on our national .defense and police and fire. servicel The problem is"that 'many 'of . . . . . . . .  

C 
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I "  
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. . .  
I 

. . . .  . . .  . .  . . . . . . . . . . . . . . . . .  ". _ ,  .I . . 8 .  
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The real resources in the economy captured bj;"jperrukent for additional public-sector. -: . . . . . . . . . . . . . . . .  

spending can only come .from three sources: taxFs, debt, or inflation. .The buildxp of any one.-, !, . 

of these funding sources can have influenza-virus effects on a capitalistic economy. Zn'the ; - . .  a 

, .. 

, .  , 

'1. : . .  
. . . .  

I .  

i 
. .  

1970s all three accelerated at once, and the U.S. industrial economy collapsed until rescued by 
Ronald Reagan's supply-side and limited-government ideas. 

In 2001 and 2002 the government component of GDP was growing at about 4 percent per year, 
whereas private businesses increased their output by less than 1 percent. Since most 
Americans are employed by private businesses, not government, and since more than half of 
American workers are also stockholders and thus are owners of the private sector corporations 
in America, the grolvth of government does not make America's workets feel more.prosperous 
in any way. 

Continual growth in government, one of the key components of GDP, probably does more 
harm than good for our private-sector-driven high-technology, ec,onomy. Government growth 

I 

I '  1 

I 

does not drive productivity; it does not rally the stock market; it does not put more Americans 
to wotk (unless they work for the government itself); .and it does not raise incomes of workers 
(in fact, because it necessitates higher taxes, it reduces take-home pay). I 

Here's a proposal: The conventional GDP numbers should be replaced with private-sector 
GDP. Private-sector GDP would omit government spending fiom the calculations. This would 
allow us to measure how much the market-based economy is expanding ov& time. By 
excluding government spending, no longer would economists and policy makers automatically 
assume the Keynesian theory that increasing government spending increases economic output. 

Let's measure GDP correctly. Activities that add to wealth should be included; expenditures 
that reduce wealth excluded. Sorry to say that when we calculate economic growth correctly, 
our performance is still underwhelming. We would make the case that the single most 
productive thing that Congress could do to revive prosperity and jobs would be to cut 
government spending by as much as possible. By all means, bring a chain saw. 

But this advice is exactly the exactly the opposite of what the GDP calculators would tell us to 
do. The New York Times just published a front-page story arguing that the reduction in state 
and local government spending this year is having a contractionary effect on the US. 
economy. Here we have the perfect example of how statistics lie, and liars figure. 

, I  

. . _.. 
'...I. - Stephen Moore is president and Phil Kerpen is a research assistant at the Club for Growth.' . 
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\. July 24,2003, 10: 15 a.m. 

Bill Greider: Bad Taste, Bad Economics 
Rumors of my being an android have been greatly exaggerated. ' 

have been accused of many sins and transgressions in my life, but last week William I Greider attacked me in an online col,umn, pummeling me below the belt. 

Greider was my debate foe last week on Lou Dobtp's CNN business show. Soon after we 
sparred, he wrote in his online column for 27ze Nahon that although Moore "looks remarkably 
human ... what if he is really an android?" 

In case there is any confusion on this point, let me unequivocally set the record straight. I may 
bear an uncanny resemblance to +old Schwarzenegger, but that doesn't make me an android. 
I am not now, nor have I ever been, an android. And if Greider pershs in making this kind of 
nasty accusation ... well, I just may have to terminate him. 

Greider is a reasonably affable fellbw in person and his article is entdaining and provides 
invaluable insights on how we conservatives are viewed by the Left. Allow me to quote fiom 
his column, "The Right' People": 

Moore is a skillfbl performer with reliably rightish opinions and bromides on any topic. I 
managed to get some points made, but Moore employs all the usual smart moves in this 
format. Adroitly timed interruptions. Couple of cheap shots. Obligatory paean to the . 

golden years of Reagan. The need for still more regressive trickle down tax, cutting. 

4 '  Actually, that was the part I liked - and I didn't pay him for it. But read on: 
I 

What if they are androids? All those familiar rightwingers whom we see every night, week 
after week, on the chatter shows - they do seem like manufactured talking mannequins, 
don't they? The subject of conversation doesn't matter, neither do the other opinions, so 
long as there's a liberal foil present. The content of conservative discourse has the "quality 
control" of McDonald's. 

I 

: . .< 

It gets better: 

I began to imagine that maybe this is how the Republican cheerleaders manage to stay "on 
message" so reliably. There is a microchip embedded in the base of the skull, a tiny 
receiver that takes cues in "real time." The control room could be at the White House but 
more likely it is located somewhere in the corporate sector, maybe at GE headquarters in 
Stamford, Connecticut, or perhaps in lower Manhattan where the financial titans are 
desperate to lure nervous "marks" (investors) back into the "casino" (the stock market). 

On Dobbs's show, what seems to have gotten Greider's gander was that after he first spoke in . 

full Chicken Little hysteria about the "coming American deflationary depression," I reminded 
CNN viewers that he' predicted three American. depressions that never happened. (Liberals 

. .  

1 

. . ,. . .. 
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c. absolutely hate being reminded of their gaffes.) Greider was the, original horseman, o f  fie. ;. 

. deficits, but the economy responded with 4-percent annualized growth and. 15' million new. 

Greider believes that "right wing" pundits 4ike myself are polluting the political talk:shows, ;.::.::.. 
turning them into. conservative romping grounds). It's the old .right-wing bias of theimedia'that : ' , 

night after night from just one "unbiased" sourc6, Walter Cronkite, axid each moming'hm the-. '  . . . . . .  

. .  
apocalypse back in the 1980s when' Reagan enacted "trickle dow" tax cuts 'and ranMg ... .. :- 

::4: I!,', e 
. . .  . . . . . . . .  . I *  . . : 
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jobs. Some depression, Bill. ' 

..... :::(?i'. , 1 .  . . .  

. .  
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. .  

' 

, . .  

: . .  : .  
. .  

has Greiderh a huff He seems to long for the d b s  when America& could get their news ; ' . 

"unbiased" New York Times or Washington Post (where the staunchly "unbiased" Bill Greider 
once worked as an editor). 

These days, once again, Greider thinks the country is headed for deflation and depression, .and 
that we are in the second or third year of an economic retrenchment *at is very similar in 
pattern to what Japan has experienced for more than a decade now. (If he turns out right, I will 
buy him a Terminator doll.) He keeps lamenting that Bush has "no plan" 'to deal with the hqd 
realities of the economic crisis. But one gets the sense that he has been sleepwalking through 
the last three months of debate, and that he missed the president's bold tax-cut victory. 
Apparently, Greider refuses to acknowledge that,the Bush plan is indeed an economic plan. 

Rather than tax cuts, Greider favors a huge explosion of new government spending on "public 
indestments" to get Americans back to work. But there are three problems with the Greider 
quickTfix: I 

First, Bush and the Democrats have already tried this. The federal budget has gone through the 
roof in recent years, with spending up nearly $400 billion in the last two years. And there's still 
no rip-roaring recovery. 

Second, the government-spending route to financial salvation has been a big bust in Japan. 
Heritage Foundation economist Ronald Utt reminds us that Japan has led the world in useless 
public-works spending (Le., government investments) and in debt spending. 

Third, the last time massive public spending was used to try to regenerate prosperity was in the 
last real depression in the 1930s. The FDR spending binge converted what could have been a 
short-lived depression into a decade-long economic retrenchment that drowned millions of 

. . . .  

I 

r 

, I  

I 

. I  

. -  

I 

. .> I -  . >. : . 

Americans in a sea of human misery. 

Let's have no more of that. Liberals like Greider want to terminate the Bush tax cut even 
before it's been given a chance to work. This robotic opposition to pro-growth tax policies is 
what we might expect fkom, well, an android. But not fkom a rational thinker. 

- 

.-E *:, I would'suspect that most Americans want their tax cut and will be mighty angry if liberals try . I  

to snatch it away. In my book, anyone who tries to repeal the tax cut should be terminated. 

Oops, I gave myself away! . i.: . . 

- Stephen Moore is a real live human being andpresident of the Club for Growth. 
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Pull the Plug on Electricity ReLRegulation 
The California mistake could be repeated at the federal level. 

eregulation has been one of the great public-policy success stones over the past quarter D century. Consumers have been the,big winners through lower prices and more choices. The 
lifting of federal airline ticket price regulations in the late 1970s ushered in the modem era of 
affordable discount airline travel. Tickets for flyin8 between major cities can be bought today 
at about half the cost of what airlines charged 20 years ago., Similarly, Ronald Reagan's first 
official act as president was the deregulation of the oil industry in 198 1. With a stroke of a pen 
the energy crisis and the gasoline lines of the 1970s vanished. As a consequence of ending 
price controls for oil, the inflation-adjusted price to fill up your gas tank is far lower today than 

. .  
I . .  

. 0 .  

. .  

. .  
' 0 .. ' 

.. . 
- .  

* I  . . .  

. .  

it was in the 1970s. 

But we've learned another lesson about deregulation in recent times. When Congress or state 
lawmakers botch the plan - when ,they engage in phony deregulation schemes - things can 
go catastrophically wrong. 

I 

I 

That's precisely what happened in California during the infamous electricity blackouts and .{-I . . , a  

skyrocketing prices last year. During the worst stage of the electric power shortage, California 
homeowners and businesses had to ration their electricity use, dim the lights, and turn off their 
air conditioners. A basic service that we as Americans take completely for granted - the 
cheap and uninterrupted access to electric power for light, for heat, for running our computers, 

commodity. Electric utility prices skyrocketed because the California legislature implemented 
a tragically flawed electric-power restructuring plan. 

To fix the mess California's taxpayers got stuck with a multi-billion dollar bail-out bill that has 
made the most alarming state fiscal-debt crisis in history even worse. Oops! 

powering our hair dryers and dishwashers, and accessing the internet - was suddenly a scarce .- - 

1 

Congress will soon vote on a new electricity re-regulation scheme that could duplicate the 
anti-consumer mess we just witnessed in Sacramento. Uncle Sam's energy regulators want to 
establish a new Rubik's Cube plan for electricity markets, which would impose vast new 
federal control over state and local electric utilities. The plan hopes to lower prices and expand 

across the country to come under the authority of newly created mega-Regional Transmission 
Organizations. 

efficiency of the national electricity market by requiring private power-generating companies 1 
t 

.-. .; 
b J  

Washington regulators at the Federal Energy Regulatory Commission (FERC) who contrived . I 

this new federal power grab - no pun intended - falsely label their plan a form of 
pro-competition deregulation. That's a stretch, to say the least. 

0 

Deregulation should not require 603 pages of new rules. It should not cost $750 million to 
. .  
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The new scheme also appears to create,clearly definablewhers and' losers -, and it shouldk . . . . . . .  

no surprise that the winners are the politicd1y powerful states.. Places like New Mexico,.' . . .*I:... (. . .  

Arizona, Colorado, Idaho, and many southern &tes. are. expectdd to see utility prices rise . .: 1 ::'. . . . . . .  

power-using centers like California, New .York, h d  Chicago. 
under this beggar-thy-neighbor scheme, while m&e of their power gets exported to:the major'.. " .. 

And what can't yet be determined is just what policy problem Congress is. here trying'to solve:. ., 
For years and years electricity prices have beenfalling in the U.S. This is precisely.what the ' , . " ) 
Department of Energy conceded when it recently noted that over the past century,"the electric ' , 
power industry has generally been marked.by substantial growth in capacity and generation" 
and drmatic declines in price." A Cat0 Institute report finds that the average household pays 
less than one-third in wage-adjusted prices for electricity today as did 'the equivalent household ' , 

in 1950. 

Supporters of the new federalization idea hope that it will reduce utility costs by $l'billion 
,annually. But Thomas Lenard, the respected energy analyst. at the Progress and Freedom 
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Foundation, notes that the overall production capacity of electricity could easily fall under this 
ne& plan because of the added risk element to new investment from this new untested 
regula!ory regime. That would mean higher, not lower utility' prices. 

Lenard's warning is worth repeating and demands the upright attention of Congress: "If FERC 

I 

I 

I 

continues on its current path, the California electricity mistake will be repeated at the federal . . , I , . 

level, and the next electricity crisis may affect the entire nation." That' would chase . 
. .  Republicans out of office en masse. , . .  . . .  r 

Congress should reject the new federal re-regulation of electricity markets; Yes, .the electricity 
markets should be fully deregulated - but deregulated the right way. That would mean' -:. . 

precisely the opposite of what Congress is considering and what California tripped over in . ! i  . 
recent months. Deregulation means that the federal regulatory apparatus is dismantled, not 
empowered. As Reagan proved, true deregulation doesn't require 600 pages of new law; it just 
requires a stroke of the pen, , I :  

. .  . .  

- Stephen Moore is president of the Club for Growth. 
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ven in the afterglow of President Bush's tax-cut victory, now is not the time for E Republicans to gloat (as tempting,,as that may be) or rest on their laurels. In politics, as in 
contact sports, you're either playing offense or defense. There are no time outs in political 
combat. . I  

So what is the next big thing for conservatives? What policies should Bush advocate to help 
steer the economy out of its funk? The Bush tax cut is already helping - as reflected in the 
nice bounce in the stock market and the rise in consumer confidence - but more growth 
steroids are needed. So here's my list of the top-five economic-policy priorities for the Bush 

I 

administration in the months ahead. 

I .  Repeal the death tax for good. In 200 1 Congress passed a law that ,ends the death tax in 
2010, but then brings it back to life in 201 1. This bizarre time table makes estate-tax planning 
a near impossibility unless death is certain in 2010. Let's stick a stake through the heart of the 
death tax permanently. 

, 
* 

2. Start allowing workers to voluntarily place some portion of their payroll-tax dollars into 
private accounts. Why not allow every worker to direct the first $1,000 of payroll taxes into a 
private IRA account (with safe investments) starting in 2004, in exchange for a reduction in 
future benefits paid to these workers. This would allow tens of millions of workers to increase 

e their retirement eamings while reducing hundreds of billions of dollars of future government 
liabilities. 1 

3. Enact common-sense, pro-consumer tort reform to lower costs and increase business 
activity. The trial lawyers are an immense tax on American consumers and businesses. No one 
knows the total price tag of excessive and frivolous litigation, but the U.S. Chamber of 
Commerce has estimatedlthat the price tag to American consumers is more than $100 billion a 
year. To discourage rapacious lawsuits, Congress should enact legal reforms that include: 
losers pay provisions on court and legal fees; a $250,000 cap on medical malpractice 
pain-and-suffering awards; and enforcement of reasonable fee requirements so that lawyers are 
not receiving tens of thousands of dollars an hour (as was the case in tobacco-settlement 
cases). I 

4. Enact a new budget act to control the stampede of deflcit spending. Federal spending is 
growing at a faster pace now than at any time since LBJ was in the White House launching the 
Great Society welfare state. In just the past three years the budget has grown by $500 billion. 
The 1974 budget act creates rules that are tilted toward rewarding more spending, not less. A 
new budget act should include: a balanced budget requirement, annual tax and expenditure 
limitations, a line item veto for the president, a supermajority vote requirement in Congress to 

1 of2 

. !  

: . .  

I .  . .  

* 

. . .. :. ,,;?' 

- .  

. I  : . . .  . 

' . '  ' 

' .  , '  
. '. 

' . . . I  . . .  . .  

5/5/2005 2:42 PM 



. . - '  ' .  , 
I . '  . : .  ' .  

. .  
1 . .  

. . -  

. .  

' .  *.. 
National Review Online (http://Www.nationalre iew.com) . . 

. . . . . . . .  
. : . . . .  I .  . . . . . . . . .  

. .  ........ . ' I  . .  , 

. .  . .  
. . i.. " .  

.. - 
. .  

. . . .  . . .  - :. . .  
, . . .  . . . . .  . I 

. I  

\I ' 

rai$e'taxes, and sunsets on obsolete federal spending progrms. Most states impose.al1 . . . . .  of these:.. 1 I . ,  . ' , '% " . . . _  
: i  . I . .  .. 

. . . . .  
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. r- fiscal restraints 'and they're better than'Congress at keeping deficits under wraps.: -. 

5. .Restore confidence in the dollar. President Bush ,was right: The dollar has " 

. 

. .  . .  ' I  

. . . .  . . .  
is economically advisable." The declining dollar could negate the positive impact .of the tak;.. '... . ':, : 
cut. It is a myth that a weak currency is gqRd'for.exports, because the dollars thaf'Ameri~an:..~::.-:. . . .  

exporters receive are worth less in the world meket. Bush shduld'adopt. the Reagan policy .that. .: 

a,strong dollar is a sign of a strong America. Nd:country ever got rich by deprecidtng its .. :. . . . . . . . . .  
.. 
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' With his improbable tax-cut victory, President Bush has proven once again that wh& he.is ' 

deterpined to win on hkpolicy objectives - both with respect to foreign and domestic afbirs: 

popularity and a deep well of political capital to continue the winning s t r d ;  .The lesson ofhis 

. .  
. I 

. .  - he ultimately perseveres and proves his critics wrong. This is a president'with enormous. .'' 

' father is that he must use that political capital, or he will.lose it. 
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. . .  - Stephen Moore is. a senior fellow at the Cat0 Institute and presideizt of the Club for G~owth.. ' 
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May 30,2003 7:OO a.m. 

If lawmakers are really serious about elimina!ing the deficit . . . 
Sunset Spending, Not the Tax Cuts 

resident Bush has now signed into law his $350 billion investor/worker tax cut. This was 
I 

* . . I  . I  an unexpectedly decisive victory for Bush and for pro-growth economic policy. 
I , I  

P 
. .  

But as with most gifts fkom Washington, this tax relief comes with a catch. The income,. , 

capital-gains, and dividend tax reductions expire in 2008. So we get a tax cut for six years and 
then ... poof, it disappears and.we go back to the pre-existing t.ax code. The same is true of the 
.repeal of the death tax'that. was enacted in 20011 The death1 tax is eliminated in.2010, but then, 
in 201 1 it magically comes:back to life again. . .  

Congress calls this "sunsetting." We no,w make tax changes in Washhgton that are only '1 

temporary. This, of course, insanely complicates the tax code and makes long-term tax 
planning a near impossibility. How can anyone plan an estate if no one knowg whether or not 
there will be a death tax after 201 1 .'A sound tax system is one that is stable and where the 
rules aren't rewritten more frequently than NBA teams fire their head coaches. Figuring out 
the tax code is now like playing a game of Monopoly - the rules change every time you pass 
Go. I 

Instead of sunsetting tax cuts - if lawmakers are really serious about eliminating the budget 
deficit - Congress should sunset government-spending programs. 

There are now several thousand agencies in Washington with annual budgets of more than $5 
million. In the last three years we have sunset not a single one. Many programs date back to, 
theFranklin D. Roosevelt era and have no usefill function. We still have, for example, a wool 
and mohair subsidy that dates back to World War I. The purpose of the program was to 
subsidize wool for the making of military uniforms. Guess what? We haven't used wool in 
uniforms in at least twenty years, but we still give these well-to-do goat herders millions of 
dollars every year in taxpayer dollars. 

I 

Congress scandalously and quietly voted to increase the national debt ceiling by another 
$1,000,000,000,000 (that's $1 trillion) last week. Worse yet, deficit spending in 2003 may 
reach a new post-World War II high. If we were to sunset obsolete, ineffective, and 
counterproductive federal agencies, we could balance the budget in lightning speed. 

Do we really need to spend hundreds of millions of dollars on a solar-energy research, when 
the past $1 billion we've spent hasn't produced a single kilowatt of electricity? Do we really 
need to be spending $300 million a year on bilingual education, when all the research shows 
that foreign-language classes stunt the learning of English by immigrant children? Do we need 
to be providing free Viagra to Medicaid patients? 

* 

. .  . 
. I  

. .  
. .  

.- .- . 
. .. . .. -. . 

- '  I 
I 

Wait, there's more. Do we really need 15 different agencies to fimd job-training programs? 
' . .. ; 
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. .  Shoukd we be giving the Pentagon a $5.0 billion raise this year when the federal'ac,couning .--.': *:. . . . .  

office tells us the department cannot even account forhundreds ,of millions o f  dollar s'that. :;. 1.. .. ...: . . . . .  % 'i'!'.! 
disappeared?'.Why do we give Amtrak nearly $1 billion a year in taxpayer hand0.ut.s; when its: . . . . . . . . . .  

financial performance deteriorates every year and its share .... o f  the transportation mai-ket . . . . . .  1:: : ..f.. . :, . . . . . . . . . . . .  

.: . .  
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. .  :. continually declines? 
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W?It. 

Here's the budget reform that's needed: All fe#&al programs should be sunset eveqr five ' . .::' ;. 

years. We should then review the financial perfohance of the agencies that receivelthe . . . . . .  $2:2 . . . . .  

. . . . . .  'We could then take this a step further. CongressmanPat Toomey of Pennsylvania h,as 

. .  

. .  
. . .  . . . .  

I . . .  . .  :.-. 
. . .  . . .  

_ I  

. .  
. .  

trillion that Uncle Sam doles out each year. ': 

. .  

, .  
suggested common-sense 'legislation that would not allow a spending increase for any federal . ' 1 

of dollars cannot pass the kind of audit that every business must undergo each year:It turns' 

. : 
U? agency that cannot.pass a basic audit. It turns'out that hundreds of agencies receiving billions . '  ., . . . '  

c;T m '  - , . 

out, we have a multitude of Enron-like problems right in the heart of Washington,-D.C. 

In 1995 the new Republican majority in Congress proposed the elimination of 200 p r o d  
that no longer serve'a useful function. They ranged fkom the shark-reseakh progam at the 

, Department of Commerce to the Legal Services Corp. We called these programs Washington's 
"living dead." The Cat0 Institute reports that ne&ly ten years later, youcan count on two hands 
the number that have actually been terminated. Like the Orkin pest-control man, a sunset 
prdvision would allow us to actually kill these pesky programs dead. 

"The closest thing to immortality on this earth,".Ronald Reagan once complained, "is a.federal 
government program." We should make federal agencies justifL their dollars, just as my kids 
are forced to justifjr their allowance. If Congress pulls the lifekupport plug on unneeded 
agencies, we can put the federal government back in the black for good. And then we wouldn't 
have to sunset those tax cuts at all. 

- Stephen Moore is a senior fellow at the Cat0 Institute and president of the Club for Growth. 
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. . .  It will boost the economy - and Bush. 

I .  

. .  

' 

. A  Tax Cut Worth Cheering 

he tax-cut compromise that has been worked out in conference is a triumph for pro-growth T economic policy. All pro-growth Rqublicans should support this tax cut enthusiastically. 

Yes, this tax cut is not as large as many of us would have liked, and thus it may not provide a 
huge immediate stimulus (but it will help in both the short- and long-term). And yes the 
tax-cut package has some severe drawbacks - most notably the $20 billion give-away in 

u3 
v q  
0 
149 
Pb4 
p.1 

=IF . 
qr 
0 

., ,: ;, . h d i n g  to the states. 

But on balance, it is the most pro-growth tax legislation since President Reagan's 1981 tax cut. 
It has four extremely positive pro-growth features: I 

0 

I".s, 

e4 
1. It cuts the dividend tax to 15 percent immediately. 

2. It cuts the capital-gains tax to 15 percent immediately. 

3. It cuts the top income tax rate from 39 percent to 35 percent. 

4. It front-loads all the tax cuts so they take place right now - when the economy needs 
the steroid boost. This is in contrast to the 2001 tax bill, which foolishly back-loaded the 
tax cuts and thus stunted their impact. 

. .  
I 

I I 

Also, the real 10-year price-tag on the package will be larger than $350 billion, because there 
+ is a high likelihood that the tax cuts will be made permanent in 2007 - as they should be. The 

. .  

. .  '."! 

WaZZ Street Journars fi-ont-page story of May 18 agreed. The headline read: "Tax Cuts Are 
Bigger than They Look in Budget." 

Many of my most reliable allies in the House moan that the tax bill is too small and has too 
much spending. I'm sympathetic. Yet this is the best that we could have possibly hoped for 
given the narrow Republic'an majority in the Senate and the ideological make-up of the upper '' 
chamber. This is a victory, one made up of rate cuts on capital gains, dividends, and income 
taxes. Republicans should take it to the bank and fight for fill dividend-tax repeal after the 
elections. 

One last point: The fact 'that the Daschle-Pelosi Democrats, with a few notable exceptions, are 

? .  . 
. : !':. 

I . .  

. 
. .  

n ; l . . * : b l . .  . I. 

, '  1 * .  . 

. .  
' . . < . !  . .  ! .  ' 

. .  
* 

'I 
. I  

.J<il' i. . . . . . .  

. . .  

almost unanimously against the tax cut, is indication that the party has become reflexively 
opposed to wealth and job-creating tax cuts. The Democrats are no longer the party of 

redistribution, class warfare, and austerity economics. They lost because they are devoid of any 
alternative economic-growth policies that American voters find even semi-plausible. 

I 

4 prosperity and tax cuts as they were under JFK. They are now the party of income *. I..' , 
e 

. .  
L:, ' 

As such, this tax cut is a profound economic and policy triumph for President Bush and 
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- Stephen Moore. is a senior fellow' af'lhe Cat0 Institute and 
Thomas W. Smith is chairman of the board, National Center . 

senior partner, Prescott Investors. 
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What he calls “voodoo,” is just what we need. 

E Post, “Dividend Voodoo,” Buffett is critical of the president’s proposal to eliminate the 
double taxation on dividends. 

He uses himself as an example of what would happen if the dividend tax exclusion were 
enacted. This country is fortunate to have a man as rational and successful ad Warren Buffett. 
But he is one of a kipd. Any effect legislation has on Buffett is irrelevant. If he doesn’t want 
the tax cut, which could bring in hundreds of millions of dollars for him, we urge him to return 

*‘r ‘ 
I 

- * ’_ -. ! ’: Warren Buffett Is Wrong! . .  
I?, 

I 

ven the great Warren Buffett can be mistaken. In his May 17 article in the Washington 

I 

I , 

B it to the Treasury, or better yet, a conservative charity. 

Buffett complains that President Bush’s plan to eliminate the double tax on dividends will not 
provide the quick economic stimulus needed during a period of higher unemployment and a 
bearish stock market. We believe the dividend tax cut will juhp-start the economy and the 
stock market almost immediately. 

We also believe that there are additional, less-obvious benefik to President Bush’s dividend 
tax cut that Buffet should appreciate, but ignores. 

The plan will change the conduct of business in America, reducing the likeliood of future 
Enron scandals, and it will significantly benefit charities and educational institutions. For these 
reasons, this could be the most important tax reform since President Reagan’s reduction of 
income tax rates in the early 1980s. 

I 

I 

I 

8 a, * . .  . 

Even if the president gets only a 15 percent dividend cut (as now seems the likely outcome), 
this would make dividend payments more attractive. Companies that have not paid dividends 
in the past will consider doing so; companies that do pay dividends will be inclined to increase 
their pay out. . 

Buffett of all people should h o w  that shareholders think in after-tax terms. That is why they 
tend to avoid dividend income under the current system, preferring lower-taxed capital gains 
instead. ,Naturally, companies respond to these shareholder concerns. Twenty years ago, 
two-thirds of large companies paid dividends. Today, only about one-fifth do so. For many 
corporations, repurchasing shares is a more attractive use of corporate cash than paying 
dividends, especially today with share prices dramatically down. Repurchasing shares can 
increase the value of each remaining share with no additional shareholder investment or tax 
liability. 

An end to the double tax on dividends will change these incentives. Investors will place a 
higher value on those companies paying dividends. The value of shares in companies that 
could pay dividends (but currently do not) will also likely appreciate in anticipation. As share 

, , 
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prices rise, repurchasing shares will k w &  less .attractive.. 

. .  . .  

Business priorities and practices will also change. Equity will become more attractive relative 
to debt. The business model characterized by sustainable gowth,w\th a prudent 

results will become less critical in determining share prices. A longe 1 -term 
the corporate income stream paid out to investors will become mor highly 

shareholders and management will become increqentally more important. 
help restrain irrational bubbles in individual stocks and in the market in general. . .  

' I . * .  . 

Just as lower tax rates led to more charitable giving in the 198Os, excluding dividends fiom 
taxation will be a boon to charities. Individual donations are mainly determined by the amount 
of after-tax cash people receive each year and by how wealthy they feel. The dividend 
exclusion will produce greater individual after-tax income (as more dividends are paid) and 
increased wealth (as share prices increase). Thus charitable donations will increase. Since there 

death, charitable bequests could well be converted to annual gifts. Charities and educational 
institutions will benefit fiom both increased donations and, from increased dividend income on 
shares of stock they currently hold. 

is far more psychic income from charitable giving huring one's lifetime than at the time of 
I .  

. i,o~-c 1-  

The stock market has suffered an unprecedented decline due to many factors: the greed, ., . .. 

malfeasance, and ignorance of some coi-porate leaders, investment bankers, and venture 
capitalists; the extraordinary dot-corn and telecom bubbles; the terrorist attacks; the war in 
Iraq; and the SARS epidemic. This'is a formidable combination. One could &gue that for the 
economy to perform .as well as it has in'the face of so.many negative forces is clear and 
powerfbl evidence of its'underlying strength. But why gamble? . 

' ' ' 

. .  
. 

What about Buffett's charge that this is not a ieal quick stimulus to the economy? Again, he is 
wrong. By many estimates, stock values could increase in the range of 5 to 15 percent through 
a dividend and capital-gains tax cut. This is far from trivial. Every percentage point increase in 
stock values increases Americans' wealth by roughly $10 billion. This boost in stock prices 

will also create a significant after-tax bump in investors' income - h d s  that can be 
reinvested, spent; or given away to charities. 

will engender confidence that could positively impact decisions of corporations to invest. It - .  

, 

Buffett says he would rather have another tax rebate, as was tried in 2001 and by Presidents 
Ford and Carter in the 1970s. Tax rebates have never worked to stimulate economic growth, 
because they don't change findmental incentives to invest, take risks, and expand businesses. 
Let us not reinvent failure. 

We are pleased that W q e n  Buffett says the Bush tax cut is "voodoo economics." That is what 
critics said of the Reagan tax cut some 20 years ago. But the tax plan of the early 1980s was an  
unqualified success as a stimulant, turning around a decade of sub-par economic performance. 
It was a clear signal to investors here and abroad that the high-tax, high-inflation era of the , 

1970s was ending and that a new, more bullish policy regime was taking hold in America. The 
Reagan tax cuts energized both consumer and investor confidence. If that is what Buffett 
means by "voodoo" tax policy, by all means, bring it on. 

- Stephen Moore is a senior fellow at the Cat0 Institute andpresident of the Club for Growth. 
momas R? Smith' is chairman of the board, National Center for Policy Analysis (NCPA), and 
senior partner, Prescott Investors. 
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Tax-Cut Victory Is at Hand . .  . .  

I .. ' . .  . .  

. .  

. . .  
, ~ . . . . . ' .  . .. . 

. .  

, .  

. .  

Congress has work to do, but the pro-growth h t w e  i$bright. 

' 

ictory on the tax bill is so dose you can taste it.: 

Let's just hope that Republicans don't find a way to snatch defeat out of the jaws of. . .  ' .. 

victory. As one influential Senate aide confided in me yesterday, "We're very: close'to : . , . 

* .  
. . ... 
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winning, but don't forget, we're the party that has a tendency to shake salt on our pudding . ..'.-::i * ' .. 
I , '  

... . . , ' 

. .  
. . .  

5-4 ' ..!ij;,>.,; i '  

q - , ' One strong confirmation of the extent of victory.for tax cutters is that the Left has gone ' .. , . 

I apoplectic over the tax bill that passed by two votes in the Senate last week. One of my regular 
television and radio sparring partners, a former Clinton administation economist, moaned the 

w 
e3 
PI.. 
P"ld day that "this was a complete victory for your side. There is no way to sugar coat this 

for the Democrats. Congratulations." I '  

I 

Even better news comes from Monday's Wall Street Journal. The front-page story screams: 
"Tax Cuts Are Bigger than They Look in Budget." Ahh, music I to my ears. Here is what has I 

- the Journal's reporters all worked up: * 

I 

The tax cut approved by the Senate would repeal the tax that shareholders pay on 
dividends. It would allow investors to shield half their dividends from income taxes 
this year and all dividends for the next three years. [Hooray!] After that, the 
dividend tax would return in full.. 

Now here's my favorite. part: 

. .  But neither friends nor foes of the dividend tax expect Congress' to.reinstate the .. . . 
tax in 2007. ! , I  

. .  . .  

. .. . .  . .  
. . .-,.-I.. .If the dividend 'tax is permanently repealed, the real price tag of the tax bill is at least $700 ' :  . .  

. . billion. c 

Getting the dividend tax to zero for individuals, if even for three years, is a very big dkal. If 
you had asked me at the beginning of the year the chances of getting 5 1 votes in the Senate for 
a full elimination of the dividend tax in America, I would have said about the same likelihood 
of the Cubs and White Sox meeting in the World Series (which Vegas oddmakers say is a 
one-in-a-thousand longshot). Well, we just hit the jackpot. 

So what do House and Senate negotiators need to do now to take the best of both bills and pass 
a truly heroic and historic pro-growth tax bill? Three things: 

1. Eliminate the nasty tax increases in the Senate bill. The Senate bill contains $70 billion in 
tax increases on American workers and f m s  doing business in foreign countries. These 

,: 
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provisions are ill-designed and economioally unjustified. Republicans shouldn’t be in the game . 

of raising taxes on anyone. The House should work to pare down the size of these tax-hike 
offsets. 

2. Provide tax reliex not $20 billion in handouts to the states:The t cut is the .best elief that 
Uncle Sam can possibly give to the fiscally strapped states. Sending F 350 billion bac to state . 
taxpayers is a powerful stimulant to local economies. Moreover, states should cutback n their. 
spending during these tough times after a decade of rampaging spending by governors. 

‘ ‘ ’ .  

’. .;,-; 
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Most states doubled their budgets over the past 10 years. The last thing they need is fiee 
money fiom Congress to continue the spending spree. And what is the logic of Congress 
taking money from a person living in Iowa, bringing it to Washington, and then sending it 
back to Iowa? Why not cut taxes at the’federal level as much as possible and let Iowans’raise 
their own taxes if need be? 

3. To provide more economic punch to the tax bill, cut the capital-gains tax, too. The Bush 
plan provided a capital-gains tax cut for those who own stock in firms that retain earnings. The 
House bill cuts the capital-gains tax to 15 percent. The Senate bill has neither provision. The 
evidence is clear that when we cut the capital-gains tax, the stock market rises and 
capital-gains revenues rise. This t& bill needs cut the dividend and the capital-gains tax. 

The House and Senate have now passed tax bills that are both explosively pro-growth and a 
major step forward in the never-ending battle to reform the tax system: One ofthe nation’s top 
economists, Brian Wesbury of Griffin, Kubik, and Stephens in Chicago, says this tax bill could 
turn out to be “The best pro-growth tax bill since the Reagan tax cut in 198 1 .” He also predicts 
that if a tax bill with the positive features of the House and Senate versions passes, we could 
see a strong economic and stock market recovery starting in the second half of 2003, and 
surging right through 2004. Republicans should like that scenario. 

Of course, the gamble is that once we get the dividend tax down to zero for individuals, that no 
one in Washington will actually be foolish enough to propose raising it back up to 35 percent 
in 2007. Of course, you can make a lot of money gambling that Congress will do 
monumentally stupid things, but in this case, I agree with the Wall Street Journars assessment 

I 

. I  

. .  
I .  . .  

, .  
0 .  

. .  

. .I . . .  

i .  

that when we get to zero, we will stay there. 

If h e  tax cutters prevail, in just three years President Bush will have succeeded in eliminating 

percent. One step at a time, this president is taking us down the path to the promised land of a 
simple, fair, and pro-growth flat tax. 

Shhh! Don’t tell anyone. 

CORRECTION 
Several NRO readers caught a careless error (now fixed) in my last article on defining tax 
fairness. I had said that the dividend tax can reach more than 70 percent when you include the 
35 percent corporate tax and the 39 percent individual income tax paid by shareholders. 
Combining these taxes gives an effective tax rate of 60 percent, not 70 percent. Many thanks 
to those who corrected my faux pas. 

- Stephen Moore is president of the Club for Growth. 
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What T.ax Rate 'Is Fair? 

O'V,,' ' ' 

. . . .  
': 

Might Ted Kennedy think a 70 percent tax is too high? . .  
. .:_ . . .  

I '.- . . . . .  

. 

. . . . .  . . .  . .  
. 

i .  

. - .  . .  
. .  

he other'.day Sen. Ted Kennedy was asked by a reporter why he opposes President Bush's .. ... 
tax"cut when his brother, President J0hn.F.. Kennedy, advocated an even bigger tax cut. forty 

'years ago. Back in 1963, JFK cut income taxes by 30 percent and the economy soared.,Now, . , 

course, George Bush'wants to do something similar. Here was part of Ted's response to this . : 

apparent contradiction: ''The tax laws at that time were 90 percent on income. They.were . : I 

Hold'the phones folks! We now have one of the most liberal members'of Congress conceding. . 1 
I that tax rates above.90 percent are confiscatory. 'At a 90 percent tax rate,'the worker or investor 
gets to keep 10 cents for every additional dollaf earned, and the government snares 90 percent, 

. . What, *one naturally wonders, do Ted Kennedy and other liberals think of ap 80 percent tax or 
. 

a 70 percent tax? Is that rate of tax excessive? Where exactly do,we draw the line between tax 
fairness and a tax mugging? Could we all 'agree that any tax of over 50 percent is unfairly 

P!J 
cd'? 
an . 

t-v . 

6. . .  , effectively confiscatory.yy 
F.4' ., 

%- . 
El 
P4 

.... , i .  

I ,  

. .  
I ' I  . .  cr - ;.;~l<.l;~i i :. 

. . 
. .  . . .  . * '  

Pd , . YeF, we can now all agree, such a policy is confiscation. . .  
I '  

I 

. 

I 

I 

. .  . . .  
.' confiscatory? 

. .  

. It may surprise Ted Kennedy to learn that thanks to the many layers of tax we impose on 
Americans who engage in the virtuous behavior of saving money, savers often face an 
effective tax rate that can reach 70,80, and even 90 percent. This happens because the IRS :-, ' 
imposes multiple layers of cascading taxes on money that is saved. These taxes include the ' 

, 

. .  . .  

-: .. 

. .  . .  
. I  

I_ 

. .  income tax, the capital-gains tax, the interest income tax, .the, corporate tax, and then, finally, ' 
the death tax. 

Consider the dividend tax, which is the main subject of the Bush tax-cut plan. Some people 

him, (He is free not to take the tax cut if he doesn't want it.) In any case,-many millions of 
Americans, not neyly as rich as Buffet, pay t&es twice for dividends. The company must pay 
a 35 percent tax on the profits that it earns and then if that after-tax money is paid to the 
shareholders in a dividend, they get smacked with a tax as high as 38 percent. This works out 
to a 60 percent tax. 

Aha! Here we have a confiscatory rate of tax on owners of stock. And as such, isn't George 
Bush then right to call for the end of this double tax on fairness grounds alone? 

I .  . -1 like Warren Buffet complain that it is unfair to cut the tax on dividends for rich people like - 1 ,:! 
. .\!I;. C ' r  : 

. .  

Most Americans would say yes. Polls over the past ten years have consistently'found that the. , 

majority of Americans think that no family in America should have to pay more than 25 8 

percent of its income in taxes. As the Wall Street Journal has pointed out in reviewing these' 
polls, the 25 percent cap includes all taxes: sales taxes, property taxes, payroll taxes, income 

1 of2 5/5/2005 2:40 PM 



I 

. . -  

. . .  

. National, Review Online 
. .  . . . .  ' I  . . . . .  

n/sqipt/printpage.asp?ref=/moore/mo:. . .  
. .  . . .  . . .  

. e .  
. .  . .  

. . .  _ .  . . .  

' L a ,  

taxes, cigarette taxes, business taxes, car taxes,,you name it. ,The government is not welcome:. .::. 
to more than 1/4th, no matter whetherwe are talking,about Bill Gates or the janiior ,who]clea&,' . . 
Bill Gates'soffice at night. 

The LeA in America defines "tax ,fairness" as soak the rich. If Britney Spears or Kobe Bryht " 
earn too much money this year, accordinglo the'greed-and-envy warriors, t& itaway fi0m.l.. .: 
them. By contrast, most people define tax faimdss as a policy bherein d l  Amencanslive by, :. 
the same set of rules. And those rules or laws sfripuld be applied faitly to all. This'is the basis. ' 

. . . .  . '1. . . * , ........ . .  
. .  . . . . . . . .  . . .  . .  :.. . :  - . . . . . .  . . .  . . . . . . . . . .  . . .  . . . . .  . -  . .  ,- -... . . . . . .  . . . .  . .  . .  . ' I  

I .  

I .  : 

. . .  ;' 9 . : m i .  . .  
... .: . ,. . . . .  I .-. . . .  . . .  . . . . .  

. .  
. .  

I 
for a just society and one that allows Americanq to keep the dividends from their'hard work.. 

. .  

. . .  . . .  . . . . .  . .  . '  
. .  and enterprise. It is the American way. , . . .  

. '.. 

There are many economic-growth and job-creation justifications for quickly enacting the'Bush" . . , 

tax cut. The tax plan will clearly add value to. the sputtering stock market. But 0ne"rationale for 

fairer tax system for all of us. Ted Kennedy may not agree with that, but his'brother surely did. ' . 

. .  

. ; . .  

the tax cut that .h,s been overlooked is that ending the double tax on dividends wouldzreate a . ' . '  

. .  
. .  

- .  _ .  
, I '  

. . . . .  ' I  

. .  . . '  
' I . '  

- Stephen Moore is president of the Club for' Growth. 
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Voinovich and Snowe act more like Daschle than Reagan. 

I 
I. 

Franco Republicans? 
. .  

.. . . .. he group I founded has stirred up much controversy in recent days for running ads in Ohio . ' . -. a .  . e .  .. . a -  .. .. 

and Maine 'to try to get Senators Olympia Snowe and GeorgeVoinovich to back the Bush 
I.]' . .  

Ln'P . tax-cut plan. 1. 

f; 

I , ' .  

I 

I 

I 

The ads, launched by Club for Growth, state that while President Bush needed support in the 
war against terrorism, some of our "so-called allies" - like France - weren't there for him. 
The ads then state that Bush needs votes to pass his economic plan here at home, yet some 
"so-called Republicans" in the Senate - like Snowe and Voinovich - have said no. The last 
line of the ad goes like this: "Hey, George Voinovich! Get behind the president's tax cut and 
help fix the economy." I 

This has the left wing of both parties fuming. Some commentators say it is divisive for the 
GOP. Others charge that it is in poor taste to link the tax cut to the war. Still others say it is 
offensive to the French. Well, you be the judge. 

But what's truly strange is that some Republican groups are now running ads applauding 
Senators Snowe and Voinovich for torpedoing the president's tax plan. And they blame us for 
harming the party? 

Of course, the people who are most offended by these television a& are the very same people 
who oppose the president's tax plan. On CNBC, foriner Clinton Labor Secretary Robert Reich 
lambasted the ads as "tasteless."'But what really has Reich hot under the collar is that the ads 
may help persuade the renegade senators to come back over fiom the dark side and actually 
help Bush win on this issue. 

. 

, 

. . . I , .  . .  . . - 

It's clear that the people who have divided the Republican party are Snowe and Voinovich - 
90% of the other Republican lawmakers stand with the president on the tax-cut issue. Snowe 
and Voinovich are the ones who won't unite under the big-tent policy of tax cuts that will light ' 
a fire under economic growth. The Club for Growth ads 'are simply geared to get these two 
wayward senators to start acting like Republicans and stop acting like RINOs (Republicans in 
name only). 

Voinovich and Snowe voted for a tax cut that is half aS large as the one the president is 
seeking. Bush started out asking Congress for a $700 billion tax cut. To accommodate GOP 

amount. But remember - the cut is over a ten-year period and accounts for only about 0.3% 
of GDP and approximately 1.5% of federal revenues. Snowe and Voinovich nixed the 
compromise and - along with two other unpersuadable Republicans, Lincoln C h a f k  and 
John McCain -joined with the Democrats to chop down the White House plan. 

I 

moderates he trimmed that number down to $550 billion. This may still sound like a huge I 
I 
I- 
I- : 

I 
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. S o  it seems we'are at an impasse. Or are we? 

Snowe and Voinovich are insisting on a tax cut of nolarger than'$350 billion over. 10 yemf -, .. 
That will squeeze out the dividend tax cut, .even though the 'elimination of the personal taxion . . .  ': 

: .  

. 

. dividends is by far the most stimulative fgame of the president's plan. That's'wliy the Bush, I.. . 1 
admi4stration rightly says no to the smaller t d ,  cut., . . . . .  

. : . .  . .  . . . . . .  . . . . . . .  . _ .  
I '  

. . .  
I . . .  . .  

. .  
! ,  , ,  

. .  . . . . .  
. . .  . .  . .  . . . . .  

r'l', 
i: 

. .  - 
. . .  

But there i s  still a realistic hope of breaking tho log jam.' 
1 1  

I .  

, Senators Voinovich and Snowe have both'intimated that they will vote for a bigger'tax cut if 

' The federal budget is expected to rise by about 9% this year, after growing.7%'1& year. Cut' ' . ' 

. ' 

'. 

I 

other spending programs are reduced to help "pay'for'' the tax'cut. Actually, thafs a'greatidea;." . . .  . .  , . : , , . I 

I W  
Ld7 

. .  

W '  ' Pd 
h . 4  , . 

I qr 

. that growth rate by 1 percentage point for ten years and, bingo, you've just saved,$200 billion.. . . . . . . . .  

. .  

Alternatively; the Cat0 Institute recently identified $80 billion of corporate,welfare spending in 
' the budget. Cut 25% of the corporate-safety-net programs over the next. ten,yearsmd.the Bush . 

. adrenaline: it cuts anti-,growth tax rates and it makes the government smaller - thus reducing ' 

. ' : - ' 

. 
wmlf .  ....; I ,  i .--;; ;! i , ; ... tax cut becomes completely affordable. This solution would give the.economy a double.shot of . . . . . .  

, . 

. . .  
I 

. .  . .  

. .  

. .  

. .  

_ .  

the crowding-out effect of federal deficit spending on private investment. 

This strategy also presents an opportunity for new Senate Majority Leader Bill Frist. The 
embattled Frist, who has taken some unfair heat for letting ~e t k  vote slip away fiom the 
Republicans, can rehabilitate his image as a an adroit legislative powerbroker by patching . 

together a tax cutlspending cut - a deal that wins over Voinoyich and Snowe. Go to it Mr. I 

Frist. I 

My group doesn't want to kick Snowe and Voinovich out of the party. We simply want them to 
start acting more like Reagan and less like Daschle. Is that asking so much?' 

I 

- Stephen Moore is president of the Club for Growth. . 
. :  . 

! I ,  

http:~/www.nationalreview.co1n/moore/moore042203.asp ' ' . . 
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Some startling statistics about the tax code in America. 
Our Income-Tax Monstrosity 1' .  . ' 

any years ago I fkamed a classic Peanuts cartoon on the wall of my'office. It shows . ' . 

Snoopy sitting on top of his dog house pecking away at his typewriter. The message he 
writes is, "Dear IRS: Please take me 6ffyour mailing list!".. 

If only it were that easy. With the, dreaded April 15th tax filing deadline here, millions of us . 

procrastinators - having spent recent days armed with pencils, erasers, reams of financial 
records, 1040 forms, and Excedrin tablets - here are some.startlhg . .  

I . .  

I . .  
I 

. . .  
* I  

! 
. .! can empathize with our dear fi-iend Snoopy. So for those like me who are perennial tax-filing 

! 
. .  

. 1 ,;t.:;;:....!.:I,, . .  statistics .about the , , 
. I  

monstrosity of the tax code we'vecreated in America.* 
I 

I . . .  

I, Thirty percent of the time callers to-the 1-800 help line at the IRS get a busy signal, a . '. !.;r >:&j 2: ' 

recorded message, are disconnected, or receive the wrong infonnation. 

i, Between 1986 and 1998 the IRS wasted $5 billion on a,compukr system that didn't work. 
I 

I 

., . . i  . .  . .  

. . .  
0 . The IRS once seized all the money in Katie Wier's bank account to pay her parent's, 

An'.old man entered the IRS office in New Orleans bleeding'after he caught his hand inthe 

they would be happy to take more of his blood. 

return. The highest .tax rate then was 7%. 

., . .  

delinquent taxes. Katie is six year's old: The IRS collected $26. 

L .  

door. He asked for help. But instead of offering even a band-aid the,IRS officers joked that 
. .- 

0 . The first income tax in 19 13 required that just 2% of American families complete a.tax I 
. .  

Businesses will spend about 3.4 billion man-hours and individuals about 1.7 billion hours 
figuring out their taxes this year. That is the equivalent of 3 million people working fill time 
year-round on tax-preparation work. This is more people than now serve in the U.S. armed ' 

forces. It is more man-hours than are required to build every car, van, and truck in the United 
States. 

m "The hardest thing in the world to understand is the federal income tax." So said Albert 
Einstein. 

I, The Gettysburg Address runs about 270 words. The Declaration of Independence has 1,3 37 
words. The Holy Bible runs about 773,000 words. Our income-tax code runs about 7 million 
words and is still growing. 

The IRS sends out 8 billion pieces of paper to taxpayers every year. Ending the income tax 
would save thousands of trees. 
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e "The'incqme.tax has' made liars out of more Americans, thk the game of.gol& ill .. .. :ii ...... :. . . . . . .  

. . . .  - . .  
- I' 

. .  
. .  

. .  . . . . .  
feeling distrustful of the United States due to: my' financial devastation." 

. .  
. .s.- ' , 

' , ._ '._. . 

z 
. . . . .  

. .  
, .: 1,. . I 

_. 
. .  

. .  . .  
. . . . . . . .  . .  

. :  
. .  

. .  
I . . . . . . . .  .... . . . .  1 . .  . .  

Rogers, 1924. . ' 8  

, ,  . 
e Taxes now account for 3 1 % of the' cos&.pf a loaf of bread, 3O%.of the cost of a hotel room,. . 

i: 
. .  

and 43% of the price of a bottle of beer. 4', ' ,I' . . . .  :. 
. .  

* If the IRS pasted together all of the paperwFk it receivesmnually, the result would wrap.. I.. .... 

around the earth roughly 36 times. 

In 1894, the New York Times described the first income tax to pass Congress 
inequitable, unpopular, impolitic, and socialistic act .... The crusade for an income ti& is the 
most unreasoning and un-American movement in the politics of the last quarter-century." 

e A Money magazine poll found that 70% of the members of Congress on the two major tax 
writing committees - House Ways and Means and Senate Finance - cannot figure out their 
own returns and use professional tax preparers. 

0 If you're late paying your income taxes this year, try this'excuse onifor size (as reported in 
the Wall Street Journal a few years ago). Some late filers are soliciting the aid of their 
psychiatrists and lawyers to explain a new malady to the IRS:, " n e  failure to file syndrome." 
New York attorney Robert Fink says he recently defended athroat surgeon who hadn't filed 
federal income taxes for 10 years because of "e aversion to filling out forms." 

a "vicious, 

I 

. 

Hey, I suffer from that d ic t ion  too! 

*Thanks to Money magazine for many of these items. 

I 

r 

. . . .  
. .  

- Stephen Moore is president of the Club for Growth. . .  
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Bush must now apply his popularity to the full dividend tax cut. 

T get, and declare victory." Ugh. A small tax cut (as Senate moderates are demanding) 
without a dividend deduction won't stimulate the economy. That would be no victory at all. 
With President Bush's popularity soaring due to @e recent successes in the war, now is the 
time for the White House to hlly'press its advantage on the domestic economic policy fiont 
and insist on full fimding of the dividend tax cut. 

Advantage, White House 

he Hotline reports that White House sources say they will "take the largest tax cut they can 

' .  

. I  . . .  

. . .  

President Bush is wimhg this fight. One of the Republican malcontents on taxes, George 
Voinovich of Ohio, has suggested that he might support the president's tax plan if it is paid for 
by cutting more government spending., Great idea. After a two-year, $250 billion spending 
splurge on Capitol Hill, a time-out on new spending until the economy improves makes a 
world of good sense. Now, if Olyn~pia Snowe of Maine can be madelo come over fiom the 
dark side, Bush will have the votes to resurrect his tax plan. 

What is essential today is that the White House not allow the RINOs (Republicans in Name 
Only) in the Senate to eviscerate his tax plan..The two pro-growth measures contained in the 

dividends. They must be preserved if this tax plan is going to create jobs and growth before the 
end of next year. I 

Eliminating the double taxation of dividends will have an immediate and dramatic effect on 
the stock market because the value of any stock is the discounted pisent value of the after-tax 
earnings of the company. The reduction in the dividend tax increases after-tax earnings and 
therefore raises the value of shares of stock. Hence, the positive boost to the stock market fiom 
the dividend cut should be immediate and substantial - perhaps a $1 trillion increase in 

president's tax plan are the marginal rate cut and the elimination of the double taxation of ... 

- _  . I .  

.-valuation according; to some studies. . . .  . . .  , -_ ..::. .,..' . .  . . . .  ..i 

I 

! .  
! 

. .: . I 
I '  . . 

I' , 
I 

1 of2 

I 

It's hard to imagine any other tax cut that would produce that kind of bang for the buck. 

So, if the tax-cut price tag must be reduced fiom the original White House plan, the 
adjustments in the child credits and the marriage-penalty provisions should be delayed or 
adjusted. Leave the dividend cut alone. I I 

The marginal income-tax rate cut fiom 39% to 35% is the other powerfbl pro-growth element 

marginal-income-tax rate cuts of the '80s. Interest rates, inflation, and unemployment fell 
dramatically. Fifteen million new jobs were created. And the economy grew at a healthy 3.5%. 

* I  

of the president's plan. Most remember the economic engine that was powered by Reagan's . t 

0 

. .  

To accommodate both these tax changes, Republicans must not settle for a tax cut of less than 
$550 billion over 10 years. Realistically, that is the minimum required to provide'a real . . 

. . .  ' 
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. .  . .  . . . . . .  One final political point. Pro-growth Republicans.'must not come down from the$:. . - . :.... . .: . . . . . . . .  

:. 

moral-high-ground position that the double taxation of dividends is hdamentally unfair ahd 
anti-growth. It is our ability to stand highbQln that principle that makes 100% deductibility of 

. .  
. .  dividends a political and economic winner. *y;'. : . . .  . !  . . .  . 

I 

' . .  . .  . . . . .  . . . . .  
. . . .  . . . .  . .  

it, 

Keep fighting. The pro-growth side is winning.t; 
. .  
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- Stephen Moore is president of the Club' for Growth.' . 
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The dividend tax cut must survive. 

he word on Capitol Hill is that the two chief Republican tax writers, Bill Thomas in the T House and Chuck Grassley in the senate, are ready to chop the president's dividend tax cut 
in half. This is said to be necessitated by the vote in the Senate last week ,to trim the size of 
President Bush's bold tax-cut plan. But the dividend tax elimination must remain intact. The 
most pro-growth element of the president's plan c k o t  be thrown overboard. 

The Punch of the Package 
' I  . .  

. .  . .  
1 ,. " 

. .  

. .  . 

: ;  . 
I .  

. .  

, 
. a  

VI :.:J1ii,i! j! i . ,  The better solution for Republicans in the Senate would be to put substantial pressure on the ..'.!.i.. ,..,, t,k.,:,..t , L '.. .. . 
cf . four Republican turncoats - Chaffee, McCain, Snowe, and Voinovich - to agree to a tax.cut . . , . I  

. . . ; i : - t :  

that is large enough to actually stimulate growth. Such a cut must inqlude the dividend piece. 
I 

I 

Last week's vote was not the big tax-cut setback that the media has portrayed it to be. President 
I , I  . 

Bush's tax cut still has political momentum. In fact, it is significant qa t  a majority of 
Democrats voted for a $350 billion tax cut to give the economy a burst. Clearly, tax cuts are 
coming, and now the two parties are simply haggling over price. 

The worst move for the Republicans would be to capitulate to the left a m  of the party and 
eviscerate the tax cut. The economy needs strong growth stimulation immediately. A 
scaled-back tax cut without the dividend tax elimination has little value. 

With every passing day there are further flashing signs that the limping economy desperately 
needs this tax-cut stimulant. With consumer confidence recording its fourth straight month of 
negativity, the stock market bears still growling with discontent, and the manufacturing sector 
still bleeding jobs, a tax-cut stimulus would provide the U.S. economy with the kind of 
adrenaline rush that a 3-oint shot does in the waning minutes of a tied NCAA basketball game 
d4ling March Madness. Tax cuts clear away barriers to new job creation and new business 
investment. This economic growth strategy worked for John F. Kennedy in the 1960s; it 
worked for Reagan in the J980s; and it will work again for Bush today. 

. _  

I;.\ 0 , .  .. 

So why the temporary setback in the Senate? George Voinovich of Ohio, one of the four 
Senate Republicans who bucked his own party on the tax vote, said taxes should not be cut 
during a time of war. Nonsense. The best way to assure victory in this war against terrorism is 
to stoke the fires of America's powerful engine of economic growth so that it runs again on all 
cylinders. I 

Soviet Union thanks to a combination of vast military and economic superiority. The goal of 
the terrorists is to disable the US. economy, Pro-growth tax cuts are a powerful defense 
mechanism to foil this strategy. 

The top Senate Democrat, Tom Daschle, complains that the Bush plan will blow a 

4 
I 

This is precisely the strategy that Reagan used to win the Cold War. We triumphed against the I 

8 

1 
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expenditures and receipts? cn. I I . 
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Growth and expenditure restraints are the k e y h  eliminating red ihk on Capitol Hill. If : ': 
president Bush's tax plan increases economic gowth by just 1 percentage point a year, "and if . . .  

federal expenses are cutback to the rate ofinflation,. we will have a balanced budget by @e 
year 2006 and a $100 billion surplus. Even in Washington that's a lot of money;? , . . 

This brings us back to the crown jewel of the. president's tax plan: the e1imination"of the .': . '  

dividend tax,for owners of stock. This is more than half of all Americans. Larry:Kudlow - .': _ _  
estimates that just this one provision would increase stock values immediately by3% to. 15%. 
That boost to the stock.market would increase the net worth of American families by between ' 

* 

' U  

. .  
. .  - .. _ _  , , . 

. .  

. . .  . . .  . . . .  
. . . . . .  . .  . .  

. i  
. .  

. . .  . . .  . I .  . . . . .  . . .  . . .  
I . . .  

. .  

' ; ;,: * grenade-sized hole in the budget deficit. Deficit spending i s  indeed a.big problem in: - . . .  :-.I- ' .  . . .  

'in the' 198Os;and 1990s) that has thrown the budget into severe 'imbalance. Without .American.+ ... 1. :: . . . .  : 
small businesses making profits, and without decent-paying jobs for unemployed horkeq, 

.. __, 

' :*'::.-,>.3s.l>;,- : ~ 

. .  
. .  . -. 

. .'-- Washington these days. But i t  is the absence ofspeedy economic growth (such &we enjoyed, il,' ' 
. . .  

. . .  . . . . . . .  . ." . .  
. .,.' c . 

' , how in,-the world does Daschle think Americans will generate the tax revenues to bal.ance :-? ' .  
." . ' . - a ' .  a 

. .  

. .  
._ , . 

.I , 

. .  . .  . . . .  
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. .  

. . . . . .  . .  
. 1  

I I : .oh*;:/,:-::... . 
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. .  
. $500 billion and $1 trillion. 
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The Heritage Foundation economic-forecasting model says fhat the president's tax plan creates 
3 times as many new jobs as the Democratic alternative in the Senate. 'If the tax cut's price tag 
needs to be trimmed, the dividend piece should be left intact. Throw other items in the package 
o4er the side of the ship. The dividend cut alone will deliver thenmost new jobs and send the 
strongest jolt of electricity through the moribund stock market. 

The White House said again this week that the president will not compromise on his tax plan if 
the alternative means more jobs lost and less economic growth than America is capable of 
achieving. And.that is exactly what the alternative means. 

I 
I 

I '  

I 

. . . . . .  : . .  
I 

. .  , 

Tom Daschle and other Democratic obstructionists in the Senate have only won the first round 
of ,this 15 round high-stakes prize-fight. My money is still on President Bush prevailing in the 
end, if only his .party will follow him. 

. 

.. ._ . .  . .  

Those in his party who don't are not real Republicans and, should be primaried the next time : 
,they are up for re-election.. ' 

:. I I 

. .  
. .  - Stephen Moore is president of the Club for Growth. ' 

. .  

. .  - .  
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Governors Go Home! 
I . .  . .  

. .  
I \ -I 

. .  
- .  

. The congressional spending orgy is continuing under Bush. ' .  
. .  . .  

. .  

. .  . . . .... .... , : .:L#.,. : 5 . * , :. , 
' , By Stephen Moore and Grover Norquist . 

I Pd 
er:, 
a0 

bout half the nation's governors &e descending on Washington to do what politicid do A best: beg for dollars. The primary purpose of +is year's National Governors Association 
(NGA) meeting is to blame Congress for the state's financial woes and to rally support for a 
federal bailout of their states. But for once we have a case where Washington isn't to blame for 

I 

a 

I 

. , 4 .  , I the crisis in state finances. Hopefilly they'll return to their state capitals empty handed despite . ., ;-I.': 'I:;:,.:: 1: 

their fill-court press to raid the federal treasury, which, if they haven't noticed, is also running 
on empty these days. , 

States are broke because they have been irresponsibly spendthrift. Since 1990 most states have 
doubled their budgets - making the 1990s one of the biggest spending decades ever for states. 
In the late 1990s the states even miinaged to outspend Bill Clinton i d  the United States 
Congress, as state expenditures grew at almost twice the pace of federal expenditures. 

But that isn't how the NGA sees things,. What was once a force for states' rights and a useful 

that views Uncle Sam as a convenient ATM machine to pay for expansions of state 
government. And what is most amazing is that this ever-more pronounced left-wing tilt of the 

I 
I 

. I  I - check against unwise federal meddling in domestic affairs has become a special-interest group . . I  

4 ' 

.. ..: I .:.. ... ! 

1 O f 3  

*. 3, . .!- NGA has occurred during the years when Republicans took control'of the majority of the 
governorships. The problem is that Republicans never cleaned house at the NGA. The group 
still has a liberal Democratic staff that spends all its time lobbying for crackpot ideas like I 

taxing the internet and reinventing federal revenue sharing. 

In the last two years the NGA has attacked President Bush's tax-cut policies; a stance that has 
encouraged several governors, such as Jeb Bush of Florida, to stop paying NGA dues. Texas 
Governor Rick P e w  has ,dropped out of the NGA and George Pataki of New York says he's 
next out the door. This should hopefilly ignite a mass exodus of Republicans who don't want 
to see scarce state tax dollars, needed to balance budgets back home, wasted on lobbying to 
make the federal government bigger and nosier back in Washington. 

Something irrational comes over Republican governors when they start fraternizing with their 
Democratic counterparts. A few years ago when congressional Republicans were trying to cut I 

the capital-gains tax and reform welfare - two issues that tremendously benefited states - 

. . I  

I 
I 

the governors issued a whiney statement complaining that these policies might hurt the poor 
because federal payments to the states would be cut. 

I 

. . , '  

One reason the NGA has never reformed itself is that it has been headed by some of the most 
pro-tax-and-spend Republican governors. For years the NGA chairman was Mark Leavitt of 

# .  

;wa:--s . 
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I Ut&, who never saw atax he couldn't raise. Now the chaiwan is.Dirk Kempthome.of Idaho;. .:.' ,- .. 

.-- Back in Boise, Kempthorne has endorsed the biggest, tax increase (as a share of the state.. '-.- ::': '.I:'' : -  . _  
. I  

' 

. .  , .  

surprise that he's one of the ring leaders in the attempt tb'blauie Washington fofthe fiscd' .{' ' . . 

mess he himself created back home. 

The NGA has a new working paper on the. state'budget crisis. It is filled with ha1f;truths'and .. '- 

some highiy inventive statistical gymnastics thqt try to show how statesare innocent victims. of 
.circumstances beyond their control. Nonsense. No one forced the states to increase spending.. ' 

A new Cat0 Institute report shows that if the.average state had restrained spending .to the'rate ' . 

of inflation plus population growth over the past 12 years, it would have a combined surplus o f  

restraint on spending, the states would have enough money not,only to balance their budgets, 

. . .  
. : . . . .  .:. 

. . _  . :' 
. . .  . . . . .  
. . . . . .  . . . .  . _ .  

*1?11. 

. . ,  . ' ,I' . ! .  
t r ,  . ' .. 

. . . . . .  - .  

. . .  . by twice the rate of inflation over the past five years. . ' . . . .  

. . . . . . . . .  
. .  . .  

. close to $100 billion - not a deficit of $lOO'billion. And if the govemors had kept to this. . '  

. .  

budget) by any. governor in the country not named Gray Davis. . Since Kempthorne.has . .:.; . : ::. .. . . .  i %.J *:. '! .JG ;!:T 1 . . .  
irresponsibly punted rather than make tough spending choices to balance the budget, .it's . .  no ?. .'. , ' 

. .  ' 

W'J ' . , but to give every family of four a tax-rebate check of more than $500 this year in excess& 
collections. But, ofcourse, this reality isn't very convenient for the NGA'S fairy tale governors 

. . 

~!~ ,i..:.:..:i :i: 

. . . .  .. -. . 

. . . .  . . . . .  . .  

I 

who say they are struggling to make ends meet without opening the prisons and shutting the 
schools. 

The NGA policy document is filled with buffoonery. It recommends that Congress "provide 
substantial funds to every state and territory." Then it makes even the more absurd statement 
that: "The governors believe the most powerful immediate economic stimulus for the nation's 
ailing economy is to provide fiscal assistance to the states ... '? 

If fatter state budgets were the solution to our economic problems, we would all be living in 
fat city today. The NGA says the feds should give states money to avoid state budget cuts. But 
states should tighten their belts and give citizens lower-cost services after a decade of excess. 

If the NGA members had any common sense - and some like Bill Owens of Colorado and 
Mark Sanford of South Carolina certainly do - they would carry a single mission to 
Washington: to urge Congress to pass the Bush tax cut. They should stop echoing the 
economically illiterate statements of polticians like Nancy Pelosi and Tom Daschle who 
complain that the Bush tax cut "doesn't help the states." The truth is the Bush 10-year $670 

I 

. . . . . .  . . . .  .: . . .  

. : . . . .  . .;., .. 
4 

I 

billion tax cut leaves all that money in the states and out of Washington. How can that not help 

. I  ' 

. . .  
. .I 

. .  . .  

. .  

. .  

. .  

. . .  

! .  

states? . . . .  
. .  . .  

Moreover, the one and only productive step Congress can take to help balance state budgets is 
to get the American economy humming again, A big, bold federal tax cut will help achieve 
that, just as in the early 1980s the Reagan tax cuts created a mountain of gold for state 
treasuries. 

Republican govemors should boycott the NGA. They should vow never to return as members 
and never to commit another dime of taxpayer dollars to finance its tax-and-spend agenda. 
Washington has no shortage of tax-eaters seeking hand-outs from Congress. The day that 
America's governors come to believe that Washington is the solution to all their probleqs is 
the day America needs a new crop of governors. 

- Stephen Moore is president of the Club for'Growth and Grover Norquist is president of 
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The New York Tim&.was right! . 

: , .  \ 
Reagan'% Third Term Has Arrived 

. .  . .  p resident Bush's State of the Union address was confirmation that the'left must now face 
their worst fears. This past Sunday the New'York Times pouted that George W. Bush's 

presidency suspiciously'resembles a Reagan redux: The third term that the Gipper never had. 

. .  
. .  

1 

. .  
, '  I . . I .  ' 

And the comparison, of course, is not meant to be the least bit flattering. 'On domestic and 
foreign policy, George W. Bush's, aims, the Times surmised are disturbingly indistinguishable 
from Reagan's. 

. .: vn14 . . 
~~~ . .:@:I:/!.:::! :::.: To that .charge, President Bush Tuesday night seemed to respondi Damn right. 

- .  
. .  : . i  . 

I 

. .  
I :  ' 1 :  . . 

4 ' 

I 

2of3  

In his speech Bush punctuated policy priorities that are unapologetically conservative - a 
powerfbl defense to protect freedom and security, a tax cut to promote growth and balance the 
budget, and free-market-based reforms in health care and Social Security. 

Oh, I can already hear my fellow libertarians grousing that Bush wants to solve lots of society's 
problems - here and abroad - with more government money, agencies, and bureaucracies. 
And sure, too many parts of Bush's speech were more reminiscent of Bill Clinton than Reagan. 
We all remember those Clintonian speeches that droned on for 90 minutes and required a cash 
register to keep up with the mounting price tag. I too cringed when Bush touted out his 
multimillion-dollar cockamamie proposal for hydrogen-fbeled cars. George: Let the private 
sector do it. Yes, during that part of his speech W. was temporarily and eerily transformed into 
A1 Gore. 

One gets the sense that W. is a long way fkom ever uttering the famous Reagan maxim that' 
''government is the problem not the solution.'' Few of the Bushies believe that 
anti-big-government piece of the Reaganomics puzzle. A four percent spending increase is 
about two percent too much. The spendaholic tendencies of this White House could be its 

I 
I 

undoing. - - 

But the nation's priorities now are to cut taxes to grow the economy and win the war against 
terrorism at all costs. Bush laid out the case cogently and persuasively daring Hillary and 
Daschle, to say nothing of Saddam Hussein and the dovish French - to oppose him. 

The Democrats sat on their hands for much of Bush's speech signaling their intention to 
oppose Bush and his goals. That is a fight that they fight at their own - and, regrettably, the 
nation's - peril. 

' .  

Bush is lke Reagan in one other way. They both relish being misunderstimated - as W. would 
put it - by their political adversaries. 

- Stephen Moore is president of the Club for Growth. 
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No Snow Job 
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Conservatives in the Senate should fight for this Treasury nominee. , . . . . .  

he Daschle-Democrats are on the war path on the economy. They are crassly rooting 
against a recovery, and they are working like armies of wood ants behind the scenes to 

erode any and all of President Bush's 'economic initiatives - including, most prominently, his 
bold tax-cut plan. Anything that would hasten an economic growth revival before the 2004 
elections, they are reflexively opposed to. 

Now we will find out whether that opposition also applies to anyperson who wishes to spur 
faster economic growth. On Tuesday, President Bush's Treasury secretary nominee John 
Snow, the fomer CEO of CSX Railroad, goes before the Senate for qonfinnation hearings. 
Some Senate Democrats have been threatening to convert these hearings into ah ugly and ' 

coordinated campaign of character assassination against Snow. Conservatives have become all 
too familiar with the brutish politics of personal destruction that the Senate Democrats are 

. .  . . .  
. .. 

capable of with regards to many of President Bush's judicial nominees. 

If those tactics are'brought to be.ar against Snow - an exceptional choice for the job - it's , .. ' 

high time that conservatives in the Senate fight back. 

I must confess that I know John Snow personally, like him very much, and have an unqualified 
admiration for his political views and his supply-side instincts. We met when we both served 
on the Kemp Commission on Tax Reform. What became clear during those months is that 
Snow wants what the vast majority of Americans want: a radically simplified, single-rate tax 
system that clears away the barriers to growth in the IRS tax code, eliminates unfair subsidies, 
flattens tax rates, and doesn't require hoards of accountants, lawyers, and Valium pills to 
figure out tax liabilities. 

Jaik Kemp tells me that John Snow is "thoroughly on the supply side when it comes to the 
case for lower tax rates." He is also a fiee trader and an inflation hawk. From a policy 
standpoint, there's very little in this man's record not to like. 

.* . 
. .  

John Snow has a sterling.record of accomplishment as a railroad executive. When he became 
CEO of CSX he helped turn this once moribund railroad into a profitable enterprise - though 
it certainly has gone through rough patches. His stewardship has created wealth for 
shareholders and tens of thousands of jobs for rail workers. Any case against Snow's 
professional capabilities will be weakened considerably, given that several unions have written 

Byron Boyd, the president of the United Transportation Union, writes: "The thoughtful and 
successhl approaches that CSX has taken on safety and labor relations are but two examples 
of John's ability . . . I urge the Senate to confirm him expeditiously." 

I 
I 

letters to President Bush commending him for choosing Snow for the Treasury secretary slot. t 
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. I-- In this post-Enron political environment, where every CEO is a member of a suspect classs. the;:; 0 ' I 

Democrats are expected to attack Snow for receiving multi-million dollar bonuses;and loans:' , .. .'.. ... . .. ; 
There is no smoking gun here. Snow's compensation packages were in no way . .  out of lke  with :. 

. the incentives given to CEOs of.similarly-sized companies. To get top talent -.like John. .? ' .. . 
' Snow - firms must pay top dollar. This &he economic reality of the marketplace;, W h y  . 

'. 

r 

. .  . 

. '. 
. ' 

I should making money for successfully ru&n 18 company in\talidate someone? And' if it does, 

. more money running Goldman Sachs than Snow did, at CSX. So did. Sen. JohnCo-kine 0.') ... . . .  
' N.J.), also a partner at Goldman. 

Why is making money only a'crime when the wealth creator is'a Republican?'. . ' . ' .  - .. . . .  , .. ' . . ' 

, ._ ' '  

' Democrats will also' certainly use the Snow confirmation hearings as their first opportunity to 
. savage the president's economic plan in a public forum. That's fair g h e .  Snow 'must not back 

off. He, and the Senate. Republicans, must assault the assaulters. The Republicans should recite' 
the history of supply-side tax-reduction successes under JFK and Reagan -' and even Clinton 
(who signed the capital-gains 'tax cut in 1997): They should ridicule the! Democratic plan, 
which stimulates nothing but growth in government and offers about one-fifth the'tax relief ' '  

I 

. .  . . . .  

how in' the world was Robert Rubin ever con f i h e d  as Treasury secretary?'Rubin'made far:! _.' ,' ' 

. .  
. .  

. .. . .  
. . - .  
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. .  . . .  

I . .  
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. ! I  c:l ' ' that the president's plan provides. , . .  
Pc. 

' n e  Republicans in the Senate - but most importantly, Johnl Snow' himself - should not . .  
suffer fools gladly. If the Democrats, attack the t.ax-cut plan for bqing "fiscally irresponsible," 1 

. .  . .  
. .  

.. . 

. _  
. .  

. . .  

. I  

0 

Snow should ask his accusers why they vote to continually pad spending bills with billions of 
dollars of pork and multi-billion dollar program expansions with more debt spending (as they 
did last week with a $390 billion appropriations bill). If they attack Snow's business acumen, 
then he should point out that almost none of his prosecutors have ever run a business, or met a 
payroll, that wasn't paid for with taxpayer dollars. 

With the economy showing m e r  signs of weakness in recent weeks (fourth-quarter 2002 
GDP growth is now estimated at an anemic rate of 1%), the country desperately needs the - 
president's economic- and jobs-growth tax cut. And what the president's tax plan needs is 
dogged, determined, and compelling defenders. This is Snow's first big test. My bet is that he 
will pass with flying colors - much to the disappointment of the Daschle Democrats. 

- Stephen Moore is president of the Club for Growth. 
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Impeach Governor Sonny. Perdue' 
Republicans are now'thepro-tax party in Georgia. 

. .  

. .  
. . . . . .  ..,..:., ' : I  

. .  

I . '  , 

1 s there any governor inAmerican history who has gotten off to a more ignominious start 
. than Georgia's newly elected chief ,executive Sonny Perdue? Republicans in the state waited 8 .  . 9 . .  

! 
. co 
u3 ' ' for the new Republican regime to request a giant t p  increase. . 
, Qb * 

.more than 100 years towrestle the governorship from the Democrats, but it took only 24 hours . .  

. .  
P4 

, Perdue has called f0r.a $762 million tax hike. This would include an increase in the so-called 
' 

r-4 .:<,i;;:,,,fi! i,l,.:bsin taxes" on tobacco and alcohol, fee increases, and a'hike in statewide property taxes. But . .!.,:, . ,.l" ...... 
: L . d l c i \ , Y :  . * 

Perdue 'and his fellow Georgia Republicans ran as fervent anti-tax conservatives, and promised , I  

a more taxpayer fiiendly constellation of policies. What fiscal fiauds. . .  
8 

Many liberal commentators around the country have hardly been able to contain their glee 
about Sonny Perdue's budgetary hypocrisy. If Republicans in the legislature ,vote for the 
Perdue budget, the Georgia GOP could be banished for another 100 years - kicked into 
political oblivion, and deservedly so. 

Ironically, the two previous Democratic govemors in Georgia, Zell Miller and Roy Barnes, 
were honest-to-goodness fiscal conservatives. They both cut taxes on numerous occasions. 
Barnes had pledged that he wouldn't raise taxes if re-elected. So in Georgia, the party roles are 
reversed. The Republicans are now the pro-tax party, and the Democrats are the anti-tax party. 

I 

I .  The Democratic Lt. Governor, Mark Taylor, who wants to run against Perdue in four years, 
has pledged to fight the Republican tax hike. Right on! '1 am totally stunned the governor , 

would try to take the easy way out and raise taxes," he recently complained in a Washington 
Post interview, adding this sweet music: "We are not like Washington, D.C., Democrats. We 
will oppose the tax increase." But apparently the Sonny Perdue Republicans arejust like 
Washington, D.C., Democrats. And that's no compliment. 

Conservatives in Georgia should fight right alongside the Democrats to derail the Republican 
tax increase express. For the past several days the Georgia members of the organization I work 
for, Club for Growth, have been cursing the new GOP regime and pledging to block this 
fiscally irresponsible budget. 

What is astonishing is that Perdue turned to giant tax hikes even before even pretending to 
make an effort to cut the badly bloated budget in Atlanta. Perdue doesn't seem to understand 

revenue-shortfall problem. Perdue adopts the standard left-wing education rhetoric of "meeting 
the needs of families and children." 

. . . . . . .  . -  

- I  
, 

I 

that Georgia, as with most every state this year, has a chronic overspending problem - not a 1 

t 

Thus his budget 'throws money at dubious government programs: more dollars for 
pre-kindergarten programs, more money for foster care, more money for higher education, and 

5/5/2005 2:38 PM 



I ' . .  1. ' 

I .  

I .  

. I . :  

. . .  

... 

Nation.al Review Online 

' : I , _ '  

. .  . . . . . .  . . . .  

.. ' 

I 

gm 

ab . 
t-4 . 

r c .  

I 

. 1 '  

. .  

. .  

. .  . .  . .  

. . . . .  
. .  

. . :  

. . . .  . . .  . ,.. . . .  
. .  .:. , . , . _  : ' . i  

. .  
. . . . . . .  ._ . . .  . .  . . a ' .  , . . .  . .  

. _  
. . .  

.. - 
I . . .  

. .  

. I  

1 .  ' I-. moie'money for school .construction. But if there , ! .  .is any money.for the reform that . . . .  rea&; .':--.I; + . 
matters in improving academic achievement - expanding parental choice in, education -,I .::-: '.I.:.:? :..;:; i : . ;~ '  ;.. : 

r 
...... .. , _.. : . .couldn't find:it in the budget, and the governor never mentioned it in his budget speech. ', 

. . . . . . .  . .  . . .  . .  
. . . . . .  . .  . I 

, .  

. . _ .  . .  . ' I  

.Tax revenue growth has exploded in Georgia over the past decade. The budget isjnore:'than..: . . . . . . . . . . . . . . . . .  . !' :. :' , 

twice as large as it was in 1990 - and so ggp total revenues. After adjusting for.inflation,.taX.. . .  

.revenuqs have climbed fiom $7.1 billion to $l,$! billion. Hod could any'rational person . . .  lobk.. : 
'at, this steep revenue growth and conclude that nkw taxes are needed to balance thk budget?? . . . .  

surplus today, not a deficit. Cato's analysis shows that if spending had been restr4ned.over the! 

getting a $635, tax cui this year. . 

. .  

. . .  .. ' . .  
1'1 . . .  . . .  . .  

. .  
. .  . . _  

.'A Cat0 Institute study shows that if the Georgiabudget had simply grown at the rate of . 

inflation and population growth over the past decade,' the state would have a $1.9; billion-." 

past decade - as many states out west require - the average Georgia househo1d:would be: . '  

There is nothing in Perdue's budget about tax-and-expenditure limitation meas&es'to make 

'. . 

. . .  . .  
I , :  . I 

I . . .  . ,  
. . . .  

. . . . .  

I 

I' . .  

. _ .  

. .  
. .  . .  

. .  
. .  

. ' . 

. . .  ra. . . . .  
. v 
qr . 
c3 

sure that spending sprees don't happen again. There is no call for an audit ofstate'agencies to . ' 

' 
. . . . . .  . . . .  .. .:.;:!, .,::;: ; . '  ' ferret out waste and inefficiency and duplication of services, things that 'are endemjc in state 

, budgets. There is no call for a super-majority vote-increase requirement .to raise taxes. There is . 
' 

nothing in his budget that would require. a vote of the people before taies are raised. . .  My 
suspicion is that if the Perdue tax hike were put to a vote of the people it would be soundly 
defeated. I '  

Georgia should be cutting taxes in tough times. This is the model that has been so effectively 
employed by past pro-growth governors like John Engler of Michigan and William Weld of 
Massachusetts. They understood what Gov. Perdue doesn't: States can't tax their way to 
pFosperity. . .  

"This isn't the kind of budget I wanted to submit," whines Gov. Perdue. Well, governor, it's 
not exactly the kind of budget taxpayers had in mind, either. Voters thought they were electing 
a Ronald Reagan, not a Michael Dukakis. 

- Stephen Moore is president of the Club for Growth and a senior fellow at the Cat0 Institute 
where he publishes the Institute's ''Fiscal Report Card on the Governors. '' 
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" : Put Government on a Diet 
, . .  

Pass the Bush tax cut. 
. .  . .  

ne of the great, hidden values of President Bush's $600 billion tax cut, is that it could be 
' ' 

the best (ifnot the only) way to end the boisterous spending spree on Capitol Hill of recent . . .. I : 
, . :  . . .  

. .. 

. .. a 
' b m  . increase was larger than the entire federal budget in 1965. * 

. .  . . years. In the fiscal year just ended federal spending was up by $150 bil1ion:The one year' 

oi - .  

If anything can slow down the appropriations - and, alas, maybe there is nothing - it's a tax 

GOP deficit hawks; who. are haggling over the "cost" of the Bush tax cut and fretting over its 
2;'.Ji.i...,ii! ,;.,.cut that prevents the drun&en sailors in Washington fiom,spending. .This is one reason why the ' .  :.;, 

. .  . . .  . 
I . .. 

' I  

' Gs;y ..' , impact on the deficit, are so misguided. ' 

Pb'pc. 

Pd 

E3 . . ' .  . .  
._ . . . History proves that tax revenues create spending and the lack of revenues help restrain 

. , ' .. 

. . . create the political incentive and tlie financial means to spend. He .h& shown that every 
._ .. . additional dollar of tax revenue collections incites more than $1 in additional spending 

. .: , . pressures. . .  . Message: Control the'revenue intake and you will restrain the out-flow. 

Milton Friedman, the Nobel prize-wi&ng economist agrees. Friedman has often noted, and I 
paraphrase: Governments spend whatever they receive in taxes and whatever else they can get 
away with. That is an historical lesson that Republican tax-cut skeptics like Senators Kit Bond, . 

John McCain, George Voinovich, and Mike DeWine need to learn. ' 

. , . 
: 

. spending. Richard Vedder of Ohio University has documented time and again that revenues . , . .  

. .  . 

.I . . .  .. .. ... 
. .  I . .  . .  

.' 

. 

' 

. .  

4 ' The emergence of the budget deficit is almost all a result of egregious overspending. To quote 
Ronald Reagan: "Government isn't the solution to our problems, government is the problem." 
When he said that the federal budget was $500 billion. Today it's $2 trillion. 

This is the third straight year when the federal government's budget has outpaced 

pew by 6%. The private sector shrank by 0.1%. From an economic-recovery standpoint, this 
could hardly be worse news. Real wealth creation is driven by private businesses, 
entrepreneurs, and investors - not by putting to work more government bureaucrats. 
Government spending rose more last year than all the spending of the venture-capital sector - 
the sector that creates the industries of the future. 

What's wrong with this picture? We are systematically pick-pocketing business owners, 
entrepreneurs, venture capitalists, and investors, and allowing those funds to be spent by 
Congress and government agencies instead. From an economic-efficiency standpoint, this 
makes about as much sense as having Britney Spears pinch hit for Barry Bonds. 

' \ - I .  # . I . . *  .. private-sector expansion. In 2001, total government outlays at the city, state, and federal levels 

We are foolishly #following in the Keynesian footsteps of Argentina and Japan - two of the 
nations with the biggest bloat of government in recent years. Government didn't stimulate 

l o f 2  ' ._  5/5/2005 2:38 PM 
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Another . .  tutorial fiom Milton Friedman:."There ain,'t no such thing as a free lunch:'' The, real-,:' . . . . . .  

. .  . . .  . . .  . . . . .  

I .  
I .  

resources in the economy captured by government ifor additional public-sector spending c&'. ' ' 

&nding sources can have influenza-virus effect& on a capitalia economy. In the ,1970s ,all three 
accelerated at once, and the U.S. industrial eihhmy collapsed until Ronald Reagan's' .: . : . 

,The cast of characters in Washington who pout that tax' cuts are fiscally irresponsible are'the . 
same ones who recently voted for the most expensive education spending bill ever,:and'the . .  ' . : , '  

imost'expensive f q n  welfare bill ever. This year Congress will pass the most expensive . . '  

$oreign aid bill :ever.' It also wants to pass the costliest new entitlement progrgm -. taxpay& . 

financed prescription-drug benefits for seniors, with a potential price'tag of $6OO-billion over 

. &ly come from three sources: taxes, debt#,:or inflation. The build up of any one of these . . . . . . .  

supply-side and limited-.government ideas cam? along. ' . . . . . . . . . . .  

. . . . .  

. . .  . . .  
. .  

. . .  

ten years - since LBJ created Medicare 35 years ago. 
- . .  . . .  

I *  

. . I  . . . . .  . .  

Congress, of course, only seems concerned about the budget deficit when there are pro-growth 
tax cuts at hand. 

The Tom Daschle Democrats have announced a blunderous economic-stimulus plan that 
wquld add another $30 billion to $50 billion in federal spendi,ng,this year. That spending will 
de-stimulate the economy by capturing even more resources from private businesses and 
workers. Tax cuts grow the economy; government spending grows the government. 

$y'recommending a formidable tax cut, President Bush now dderktands what so few others in 
Washington are capable of grasping: The buigeoning federal budget and the ever rising tax 
6wden in America have become the greatest threats to a sustained recovery, a stock market 
revival, and a return to the virtuous fkee-market induced prosperity of the 1980s and '90s. 

In the %Os, when Reagan used the same tactics that Bush is now using by enacting a large * -  

pro-growth tax cut, the budget briefly fell shortly thereafter. Reagan's critics derisively 
adscribed the Reaganomics agenda of fiscal control as "starve the beast." Republicans should 
pass the Bush tax cut and try this policy again. Nothing else seems to slow down the profligate 
drunken sailors up on Capitol Hill. 

- Stephen Moore is president of the Club for Growth. 
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I A Wild and Crazy Gay 
By STEPHEN MOORE wn IJ J' 
Ociober 11,2004; Page A18 

Remember the classic 1970s comic routine fxam Steve Martin? You can make a 
million dollars and pay no taxes. First, find a million dollars. Then when the IRS 
comes knocking on your door demanding to know why you didn't pay your\taxes, 

. .  
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you just simply tell them you forgot. And then you say: "Well, excuse me.'' I ,  

Well, John Kerry has his own version. It goes like this. You can make a billion 
dollars and pay almost no taxes. First, marry a billionaire. Second, hire a gaggle 
of tax accountants and lawyers to bring your tax rate down to about half what many middle-income families pay. 
Except for John Kerry, this is no gag; it's reality. According to the Kerrys' own tax records, and they have  not 
released all of them, the couple had a combiqcd income of $5.5 million last year and paid $704,000 in income 
taxes. That means their effective tax rate was a whopping 12.8%. And it was all (presumably) done legally. 

* 

'' 
b. 

; I  CXI 

ph 
vDui 

'r. non-confiscatory tax rate. . v  

Now'don't get me wrong: I'm not against people paying a 12.8% tax'rate. Far fiom it. I just believe that all 

stash income in other tax-sheltered investments like municipal bonds -- should have a shot at that kind of 
. Americans -- even those who can't afford to hire tax attorneys to set up complicated trusts and find legal ways to 

- - .  . -  

* 
Under the current tax system the .middle .class pays far' more' than the 

a ': , . 
DC.. THAT'S RICH 
m u  ._ ..__._......._._._....- .- .._._.........._ ..._........._. .... __ ...................................................... .._..-.._.... 
P4 . Who's Not Pavina Their Fair Share? Kerry tax rate. In fact, the average federal tax rate, -- combined 

I "  

payroll and income tax -- for a middle-class family is closer to 20% 
' or more. George W. and Laura Bush, who had an income one-tenth 
of the Kerrys', paid a tax rate of 30%. 

Of course, there is delicious irony in the Kerry family tax-return 
data. Here is the man who finds clever ways to reduce his own tax 
liability while voting for higher taxes on the middle class dozens of . 
times in his Senate career. He even voted against the Bush tax cut 

2003 
RATE 

George and Laura 30.4% 
Bush 

Typical Middle Class 20% 
Families 

John and Teresa 12.8% 
Kerry 

Source: Club for Growth that saves each middle-class farhily about $1,000. .- - 

_ .  

. . .  

I 

. :  

. I' 

. . . .  

4 ' I 

The Kerrys have unwittingly made the case for what George W. 
Bush'says he wants to do: radically simplify and flatten out the tax code. Dick h e y  and Steve Forbes have 
persuasively argued over the years that America should have a flat tax with a rate of 17% to 19%. John Kerry 
has consistently opposed a flat tax, because he says it would be a tax break for the rich. But the truth is with a 
19% flat tax, some rich people with lavish tax shelters, - like John Kerry, would pay more taxes. I calculate that 
the Kerrys wouldpay another$500,000 oftaxes if we had a flat tax. 

So before John Kerry is given the opportunity to raise taxes again on American workers, shouldn't he and Teresa 
at least pay their fair share? - 

- .  

Mr. Moore, author of "Bullish on Bush: How George Bush's Ownership Society Will Make America . . 

Stronger,'' ispresident of the Club for Growth. ' I  
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John .Kerry's Acorn 
By STEPHEN MOORE 
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0rder.a reprint of this article now. 

Even a blind squirrel finds an acorn now and then, as the saying goes. And so it 
is with one surprisingly productive idea in John Kerryk otherwise economically 
schizophrenic new jobs proposal. Best of all, there is a way to improve on the 
idea now, without even waiting for November. 

Sen. Kerry would reduce $e tax on profits that our companies earn abroad, if I 

they reinvest the capital in job-producing investments back here in the U.S. It's a 
sensible idea, since an estimated $500 billion of capita1,owned by U.S. multinational firms -- ranging fiom Sun 
Microsystems to Microsoft, to GE -- remains trapped overseas. But these firms are not "Benedict h o l d s , "  as 
Sen. Ken7 has alleged. They are simply responding to unpatriotic features of the federal tax code that penalize 
reinvestment in the U.S., at the expense of our own workers. 

Under the cukent IRS law, American multinational finns must pay the business &xes in the foreign country in 
which they earned the money; and then they are whacked with a second, add-on tax of up to 35% if they reinvest 
the capital here. We are virtually the only nation in the world that penalizes repatriated capital in this way, with 
what amounts to a 35% tariff on capital re-imported into the U.S. That gives firms an incentive to build plants, 

, research facilities and technology centers anywhere but here. Jobs are created for other nationalities at the 
expense of Americans. In this regard Mr. Kerry is right: "We now have a tax code that ships jobs overseas." 

Mr. Kerry would chop that tax rate down to a less punitive 10%. He argues correctly that more capital 
investment is the linchpin to generating good paying jobs in the U.S. And he is also right that reducing tax rates 
acts as a magnet for international capital flows. After the Reagan tax cuts in the 1980s -- when income-tax rates 
fell to a low of 28%, from a high of 70% -- that giant sucking sound Americans heard was the global capital 
investment flowing over our borders into the 50 states. The result: Over the next 18 years, the U.S. was a net 
importer of roughly $1.5 trillion of investment capital. 

The U.S. in the 1980s and '90s was a job-creation machine, with more new jobs created here (36 million) than 
all the rest of the industrialized world combined. I recently witnessed this job-creation process near Jackson, 
Miss., where I passed by one of the largest factories -- at least five city blocks long -- I have ever seen. It is a 
Nissan facility, and it employs more than 5,000 Americans. These are almost all high-paying manufacturing 
jobs, insourced fiom Japan. 

I 
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The good news is that we don't need an election to make the U.S. more hospitable to foreign capital investment 
and to get laid-off workers back in jobs. Legislation before the Senate right now would cut the tax rate on capital 
imported back into the U.S. from 35% to 5.25% (way below the 10% rate proposed by Mr. Keny). ' . 

Backed by John Ensign and Gordon Smith, it's a provision of the Jobs Act now under consideration' in the. 
Senate. Independent analyses by PricewaterhouseCoopers and Bank of America have predicted that this measure 
-- known as the repatriation provision -- would produce a windfall ranging fiom $1 3 5 billion to $3 00 billion of'  
new capital brought to the U.S. To put these numbers . .  in perspective, U.S. taxpayers just sent $85. billion to Iraq . ' 

. .  
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to'rebuild that nation. The:repatriation provision can bring in two for the "rebui!di.ng" ' . .  
of industry and factories here at home. The provision might even gain tax receipts for Uncle Sam, as firms , 

scared off by the old 35% rate, line up to pay,&$ @ne-time, 5.25% border tax; Hence, we make money o n  
. I , ' .  

' ' 

. .  
' something that we want firms to do'myway: invest ,their profits in America. : 

Economists have estimated that creating onemodern manufacturing job i the U.S. costs on average about 
$50,000 of business. investment in plant, technology, computers'dd equip ent. By that me, sure, the 

workers. That is the equivalent of 400 new factories the size of the Nissan plant in Jackson., 
economically, depressed communities, the provision could be a real financial salvation. 

There is an old adage that liberals'love jobs but hate employers. John Kerry has devoted'his entire Senate career 

investment and new jobs. Mr.' Kerry now complains (rightly) that our tax 'code discriminates against firms 'that , . . 

want to do the right thing and create. American jobs. Well, that e.conomic 'impediment can be lifted in a matter of . ' . 

weeks, if Sen. Kerry and his colleagues will simply support the repatriation provkion:The only question is 

. 8 .  ' 
' .  

. .  

I . .  4 ' I I .  ' 

7 
repatriation provision could eventually create more thamtwo million,new j 2; bs for factory an technology 

many. 

ta voting against every tax reduction measure that would have made the U.S. a.friendlier place for capital . . . ' . .  

whether Mr. Kerry and his colleagues will put jobs over pblitics and.do the right thing, right now. . , 

* '  

. Mr.. Moore is president. of the Club for Growth and a senior fellow at the Cat0 Institute. 
. .  . .  . .  

Copyright 2005 Dow Jones 8 Company, Inc; All Rights deserved I I . .. 

This copy is for your personal, non-commercial use only. Distribution and use of this material a& governed by our. . 

Subscriber Agreement and by copyright law. For non-personal use or to order multiple copies, please contact Dow Jones 
Reprints at ,l-800-843-0008 . .  . or visit www.djreprints.com. 

. .  

I .  

' I  

I 



1 

: Income Tax Rate ;I (Middle) 

. .  
I 

25% 28% I 

. .  

... @. . .  

. _  

I' .' . 
. .  

. .  
. _., , .  

, I .  
I . .  . .  . .  

. .  . . _  
. .  

. . .  . .  
! . t , .  ' 

. . .  ' .  I 
. .  

. . .  . .  : .  

. .  
' I '  . .  

. . .  
January 2,2004 

...... ., _ . .  

*l,.lll. 

'. ,I' 
er, ' 

i: . . .  

COKilMENTARY 
I 

I 

Take ,a Hike I'? . .  
I 

. .  . .  
By STEPHEN MOORE 
January 2,2004 

. . .  . . .  . . .  
. . . .  . .  . .  
. . . . . .  . .  

' ' .  DOWJONESREPRINTS . ' . .  

@)This copy is for y0.u r personal, 
non-wmmerciat use only. TO order-, ' 
presentation-ready copies for 
distribution to your colleagues, ' ' 

clients or customers, u s e t h e  Order 
Reprints tool at the bottom of any 

~ d ~ ~ ~ ~ ~ . c o m .  

See a sample reprint in PDF 

Order a reprint of this art ic le now. 

The Democratic Party appears to be on an irreversible course to nominate 
Howard Dean as its candidate for the presidency. Yet while voters in Iowa and 
New Hampshire may have heard a thing or two about Mr. Dean's economic I 

policies, most Americans have not. Indeed, most voters are unaware that the 
former governor of Vermont has a plan to raise income taxes on every single 
American who pays them. I 

Recently, an organization I run, the Club for Growth, began airing TV ads in Iowa and New Hampshire telling 
voters about the specifics of Mr. Dean's tax proposals. The Dean plan, our ad notes, would raise taxes by $2,472 
a year on a typical middle-income family of four. Mr. Dean would also raise the death tax rate, the capital gains 
tax rate, d e  dividend tax rate and the payroll tax, and he would bring 'bakk the hated marriage tax penalty, that 
President Bush abolished this year. There is hardly a tax levied at the federal leve1,that Howard Dean wou ld  not 
raise. 

And although the Dean campaign has howled in protest over this ad -- and has spent hundreds-of thousands of 
dollars to rebut it with TV ads of its own (which mostly change the subject) -- what it cannot deny is that these 
?e precisely the economically destructive changes to the tax code we would see under a Howard Dean 
presidency. In fact, unlike some recent presidential candidates, Mr. Dean doesn't bother to conceal his plans to 
raise taxes, he revels in telling America about it. 

I 

, , format. 
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{I  DeathTaxin2010 I O$ 55% ' '1 
Source: The Club for Growth 
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In the ad, we maintain that Mr. Dean's economic agenda is 
reminiscent of such unforgettable recent Democratic presidential 
failures as George McGovern, Walter Mondale and Michael 
Dukakis. We're willing to admit that this may be a bit unfair. In fact, 
Messrs. McGovern, Mondale and Dukakis might have reason to 
complain, because none of them proposed economic policies that 
would tilt 'the Democratic Party as far to the left as Mr. Dean  has. 

Mr. Dukakis, who was ridiculed by Republicans mercilessly as a tax 
and spender from "Taxachusetts," pledged to voters that he would 
raise taxes "only as a last resort." Mr. Dean promises new taxes as a 
first resort. And he would raise them on virtually everyone w h o  has a 
job and an income tax liability -- not just on the "evil rich" W a l l  
Street tycoon, but even on the man who shines his shoes. In fact, I 
recently analyzed IRS tax data released by the Treasury Department 
to estimate the impact of the Dean Tax on family finahces. I found 
that Mr. Dean's plan would force roughly two million low-income 
working Americans -- that's roughly three times the population of the 
state of Delaware -- who don't pay any income taxes now, to start 

I 

paying them. This is the candidate who says he's going to be the voice of the little guy in Washington. 
. .  



. .  I . .  

I 

When it comes to taxes, Mr. Dean thinks really big. In raw numbers, the Dean Tax proposal would raise taxes 
on 109 million Americans by roughly $1.5 trillion over the next 10 years. This comes out to a Dean tax of about ' 

$15,440 for every family of four in the U.S.,Q,\r,euthe next decade. The Dean tax rule of thumb is that if you are 
in the middle class, he would roughly double your .federal income tax payments. 

. 

8 

Let's look at real-life examples of what the Deah iax might mean for you.\Under current law, a married couple 
with one child and a $40,000-a-year income pays income taxes of $1,503. Under the Dean x, that family would 
pay $2,935 -- or just about, double. For a family with two kids and an inco e of $80,000 a ar, the extra Dean 

the other candidates are too embarrassed to ask, is how a presidential contender whose campaign is dedicated to 
relieving the economic squeeze on working class families, believes that socking these folks with a $1,400- to 
$1,800-a-year tax hike will make their financial situation less stressful. 

Mr. Dean responds to these charges by countering that his plan will help restore prosperity and produce higher 
incomes and more jobs. But how exactly? Hh tax plan would be the equivalent of hitting small businessmen, 
who create about 70% of the jobs, over the head with a two-by-four. The highest tax rate under the Dean plan 
rises from 35% to 39.6%. Add on top of this perhaps'the most insidious feature of the Dean tax. For the first I 

time ever, he would eliminate the cap on payroll taxes. Henceforth, all income of more than $87,000 a year 
would pay a 15% payroll tax. This means the Dean tax plan raise9 the small-business tax rate from 38% to 55%. 
If you are a self-employed worker with an income of $125,000 a year, which in high-cost-of-living states like 
California and New York is hardly rich, Howard Dean wants to raise your taxes more than $8,000. That will 
create jobs? I 

tax costs $1,780 a year. What Mr. Dean has never had to answer to in the Democratic In prim 1 perhaps because 

I 

When President Bush cut taxes this past year, one of the most immediately visible happy results was that the 
dividend and capital gains tax cuts helpediboost the stock market by between 10% ahd 15%. The after-tax rate of 
return on corporate profits increases with a lower capital gains and dividends tax, so stock values predictably 
rise. Just since the Bush tax cut, the increased valuation of the stock market has increased the net wealth of 
American households by more than $1 trillion,, according the American Shareholders Association. Repealing 
those tax cuts would impel the market to surrender those higher share prices. Since half of American households 
now have their savings stored in stocks, this market give-back also will put a severe dent in family finances. So 
the Dean tax is a double whammy on households: It reduces their after-tax income and reduces their wealth. 

I 

Of course, by reinstating the marriage penalty and bringing back to life the death tax permanently, Mr. Dean's 
tax &oposal would add greatly to the complexity of the tax code. By raising income tax rates by ro,ughly five 
percentage points on everyone and by calling for a more than doubling of the dividend tax, he sends us back 
toward the era of punitive double and triple taxation of saving and investment income. In many ways then, the a 

Dean tax is "the anti-flat tax." It gives us higher tax rates and more IRS complexity, and requires several million 
more fkil ies to file IRS 1040 returns every year. 

If the Democrats do indeed nominate Mr. Dean and make the Dean tax the underlying economic message of 
their party, that would be good news for Republicans, but awful news for sound economic policy making in 
Washington. It will signal once .and for all that the Democrats have gone off the deep end on economics and no 
longer believe a word of John F. Kennedy's message of 40 years ago that higher tax rates "will never produce 
enough revenues to balance the budget, nor enough jobs" to put Americans back to work. 

-- - 

I 
t 

. .  
. Mr. Moore is president of the Club for Growth. 
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Last week, Mayor Michael Bloomberg stood on the steps of the New York state 
capitol and thanked legislators for 'koming through" for his city, by giving him , 

permission to impose $700 million in new taxes on Gotham, bringing to nearly 
$3 billion the total tax increases enacted by the city since the mayor took ofice'. 

Any longtime New Yorker knows that a strategy of trying to tax yok way out-of hard times has been tried twice 
before -- in the late 1960s and early 1990s -- with disastrous consequences. Now, as then, tax increases will not 
only not Solve the budget crisis but will exacerbate the economic d o v t y n .  In the early 1990s crisis, as taxes 
went up two years in a row, the economy contracted by more than 10% while deficits persisted. 

When taxes are already as high as they are in New York, new or increased levies fail to generate the level of 
revenues that city officials project. A 1997 study of tax rates in New IYork and other cities by a team of I 

economists concluded that raising New York's property tax, for instance, would produce "little or no additional 
net revenues," because every dollar increase in tax rates drives away a dollar of the city's tax base. - 
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NEW YORK CRISIS 
This is the second in an occasional series. ' 

Blame Pataki 
5/7/03 

The current tax increases are likely to do short- and long-term economic 
harm. The city is raising its sales tax, for instance, despite the fact that 
the combined state and city rate is already more than two percentage 
points higher than neighboring New Jersey's. City officials maintain that 
the one-quarter percentage point increase will have little effect. They 
don't seem to understand that New York is already losing over $700 

- - - - - -_  _ _ _ _ - _ _  - _ - - -  

million of business annually to less taxing locales. The city's tax increases will put local businesses M e r  at a 
disadvantage when they can least afford it. 

Long-term, the damage to the city's economy could be profound. Over the last four decades, New York City has 
become the most heavily taxed city in America. And as a result, Gotham has not added a single net n e w  
private-sector job over that period of time, while local government jobs have grown by more than 20% -- 90,000 
positions. ' 

The private sector in New York has stagnated because high taxes have driven both businesses and individuals 
out of town. The city perpetually has a net outflow of residents -- more people leave the city to live elsewhere in 
the U.S. than come here from somewhere else in America. The outflow is especially intense among f m i l i e s  
earning more than $100,000 a year. Yet the city is again increasing the tax rates on these individuals, arguing 
that they are most able to bear the added costs of higher taxes. 

The effect of tax increases on businesses is likely to be still more profound than on individuals. The rise in 
personal income taxes will immediately impair local small businesses, most of which are organized in such a 
way that their profits are taxed not at the corporate rate but as if they were the personal income of the owner. . .  
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' city's budget without severely damaging services or laying off crucial workers. New York .City alreadyspends on 

Since most small businesses grow by drawing on profits and the personal savings of their owners, the p l an  will 
. i . .  , .. 

. . . . . . .  . .  
. . .  . .  

. .  
I 

I . . . . .  . . . .  . . .  
. .  

leave even less money for new small-business investment., 

Big corporations, meanwhile, will get hit especially hard by the. steep rise in property tlmc;s,lNew York alk-eady . . 

has among the highest commercial. property tax rates in the country; collecting nearly $I O.:a square. foot in. taxes 
for leases in prime .Manhattan locations, compared'with just $3 and $4 a 'square foot' in,places like..Los Angeles ' 

, 

, - . .  , -_..- 
I 

c 

and Atlanta, and less than that in suburban locales that perennially seek to lure corporate tenants. Big businesses 
-- those renting 500,000 or more square feet of spgqg -- could see their space costs go$by $L,million a year. 
Fifty years ago,, New York was home to 140 Fortune 5,oo companies. Today that, number.'is,down'to;,33.' . 

What's most troubling is that all this is so unnecessary. The facts suggest that there is enormous room, to cut the . 

_ .  . . . . . .  . ' . .  ' 
I . . . . .  

. .  . .  
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many things that other city governments don't. The city boasts a plethora of committees;:.boards, and . . . . . . . . . . . . .  . .  

. .  
commissions that overlap .other government hnctions or are largely symbolic -- and cOstly~',New York's five, 
borough president .offices, along with the public advocate's office, are largely ceremonial, but the cityspends 
$30 million a year to maintain their staffs. The city even has its own human-rights co+ission,'duplicating 
federal and state efforts, which costs $7.5 million a year. 

1 
. ' . 

. 

. 1  

. _ .  
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New York spends more money, and employs more public workers per capita than most American cities. Yet &e 
city has taken few steps to kin in costs and reduce expenditures. It is proceedink as if the private economy 
existed solely to preserve as many government jobs as possible, and ps if 100 layoffs in the private sector 
economy were preferable to the layoff of a single goverriment worker. Bolstered by projected revenues f iom the 
new tax increases, the city is only seeking minimal new job cuts, amounting to less than 2% of what is the 

I 
largest muhicipal work force in America. I '  

1 
I 

The city has also failed to win any significant concessions fiom its unions on such issues as health and 
retirement benefits, even though workers enjoy much more generous benefits than similar private-sector I 

workers. At a time when most workers in the private sector pay at least a portion of their heala-care insurance, ' 
the city has refused to ask its work force for even a modest contribution to premiums. 

The city has also rejected, or simply not explored, a host of potential cost savings ad;ocated by budget 
watchdogs, such as private contracting of services, from filling potholes to providing school lunches. Privatizing 
trash services alone could save at least $50 million a year. Requiring city employees to work a 40-hour week 
(not just 35 hours) could eliminate 8,500 jobs and save $500 million a year, according to the Citizen's Budget 
Commission. 

On top of it all, the city.has recently borrowed more than $2 billion to finance its deficit, and the state legislature 

Bloomberg has taken no significant structural steps' to eliminate the deficit. . 
has allowed the city to stretch out repayment of the bonds that financed the 1970s bailout.'All the while; Mr. . .  

-I 
. .  

* * *  

. .  
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As an immediate fiscal strategy, Gov. Pataki and Mayor Bloomberg should call for a special meeting o f  the 
Financial Control Board (created to oversee New York City's finances during the '70s troubles) and map out a 
common strategy that would begin with an immediate two-year freeze on city hiring, wages and benefits. The 
FCB should go on to hammer out long-term solutions to the city's fiscal problems -- above all, a blueprint for 
reducing the size of the municipal workforce so that it is more in line with other well-run American cities. 

Cooperation is the key. This is no time for a budget brawl, in which the mayor joins with Albany legislators to 
support significantly higher state spending that will inevitably entail higher state taxes, half of which will have 
to be paid by New York city residents and businesses. The goal should be a government that provides basic 
services at reasonable tax rates, but that does not heapunnecessary costs on businesses or residents. N e w  York 
made its name as the vibrant gleaming metropolis with jobs for all comers. We need to return to the vision of 
New York as a city of opportunity -- the vision that inspired so many generations. 

. 
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I 



* .  : -  
,' The authors are, respectively, former governor of New York,' co-chairman of tlie Club for Growth, CEO.of 

Atco Properties, chairman of tlie Manhattan Iizstitute, former chairman of the Municipal Assistance Corp.; 
, . . : 

. ' .  

' and formerCEO of Citibank. pw#,y s 
I .  

8 

# a l l  I, . ,I 
Copyright 2005 Dow Jones 8 Company, h a .  All Rights Reserved \ 

, 

This copy is for your personal, non-commercial use only. Distribution and use oflhis material are gove ed by our 
'Subscriber Agreement and by copyright law. For non-personal use or to order multiple copies, please con act Dow Jones 

Reprints at 1-800-843-0008 o,r visit www.djreprints.com. 
. .  

e .  

I 

, 

I 

. ... 

I 

I 

. .  
I 

1 
I 

I 



. .  

' _ ,  (I): I 

. .  . .  

M L C N E .  
:. . . .  

. ' I  

I .... 
I '  

April 7,2003 ' 

COMMENTARY 

A Tax C,ut: The Perfect 
Wartime Boost 

t 

BY ARTHUR B. LAFFER AND STEPHEN MOORE 
April 7, 2003 .. 

. . . .  
. . .  . .  

. .  ' . . '  . .  

. 
. ' .  . . ._: _ .  . 

! .  . * . ..I . , ._' 
. . . . . . .  . . . . .  . .  

: ' i  

. .  

. . . .  . . . . . . .  .. :. :. 
: : - 

r. 
. . . . . . . . .  . . .  

. \  ' 
....... . . . .  ... 

. . . . . . . . . .  
. .  

. .  

. . . . .  

- 
. . .  . .  I 

. . . . . . .  . .  . . . .  . _ .  .; .. 
, ) .  . . . . .  . . . . . . .  . . .  I '  i . . . . .  

:. 
. . _ .  . - 

. . .  . . . . . . . .  . .  
I 

. .  
I* DOW~ONES ..-- l--.-.U--~--I..."~~~~.._L_.. REPRINTS . .  

: .  , @i;This:copy is foi your personal, 

. ' distribution to your colleagues, ' 

, . non-commercial use only. To order. ' 

presentation-ready copies for 

clients or customers, use the,Order 
. ' Reprints tool at the bottom of pny , , 

. . .  article 'or visit : 
, 

The Senate recently halved'the president's tax cut, supposedly to offset the cost,of. . , . . ~ . ~ j r e p r i n ~ . ~ m .  . 

appeal, it's wrong nonetheless, The U.S. needs this bill passed for its short-term 
and its long-term effects. And, we can afford it. 

Economists and investors have long been aware of the'fact that the returns to equity capital are double-taxe 
here in the U.S. If a company pays wages to its employees, the employees are liable 'for 'taxes on those. wages and 
the company can deduct those wages from its tax base. If a company pays rent to a landlord, the landlord is . 

responsible for taxes on that rent while to the company the rent is deductible.' If a company pays interest to a 

And yet, if a company pays dividends to an investor, both the investor; and the company pay taxes on those ' 1  . 
dividends. If the company retains earnings to increase the share price, both the company and *e shareholder (in. . .  

isn't fair and it has bad'consequences for the economy. 

. .  
. . . .  the war in Iraq. Though'this dollar-for-dollar accounting mentality has a crude .'seG ;,sample in 'PDF. . .  

, format. . ' 

. Order: a reprint of this article ow. . .  . : -  
. 1  

I I .  . .  . [ , I .  ; . . . . . . .  : . ! .  ' 

. .  . . . .  . .  . .  

. .  

* .  lender, the lender is liable for the taxes on the interest and the company is not. . .  

the f o k  of capital gains taxes when the stock is sold) pay taxes on those retained earnings. This double taxation . 
' ! .  

T 

*** 

By double taxing investor equity, share prices are depressed and corporate balance sheets use way too much 
debt. At no time in our lives have equity values needed more of a boost than they do now, nor has there been a 
time when corporate balance sheets needed restructuring more than now. 

President Bush's tax bill would eliminate the double taxation, thereby increasing the static after-tax cash flow for 
the Standard & Poors 500 by more than 15%. That ain't chopped liver. This provision alone would have an 
immediate and positive impact on the stock market. A better short-term palliative is hard to imagine. In the 
longer term, it would also eliminate the penalties for'substituting equity for debt on corporate balance sheets. 
Such a restructuring would benefit the long-run security of investors and employees. 

With stock prices down fiom their 2000 highs by 3 1%, 44% and 73% respectively for the DOW, S&P 500 and 
the NASDAQ, we've never needed a shot in the arm more than now. And President Bush's tax bill would do the 
job. 

I 

In addition, by accelerating the legislated tax cuts already scheduled to take effect in the coming years, the 
incentives to defer income would be erased and the incentives to increase work output and employment would 
be reinforced. We need this, too. And there's no time like the present. 

There's a big difference between actual tax revenue losses and tax-rate cuts. While the Senate may consider them 
one and the same, they aren't the same. People no more save to go bankrupt than they work to pay taxes. People 
save to augment their wealth and they work to get paid after tax. Those are their incentives. When tax rates are 



. .  
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-... 
' I  

reduced,.as.they are on' both the returns to equity capital and labor in President Bu&s sill, you can rest assured 
that people will save and invest more and they will work more. The long-run effects obviously will be larger 

. . : 
' ! . ' .  ' 

, than the short-run effects, but both effects wil,k.Ithere and we need both badly. . .  
. .  

I .  

With greater investment, work output and employment, the revenue losses fiom a tax rate cut will, for sure,. be ' 
less than the Senate believes, and will be progressively less the fqther ou(iri time you go. pere's a curve that . . .  

describes this effect. Just remember that sometimes you have to put up a li le money to m e money. 

The above points should be' enough to convince any senator that President Bush's tax bill is ,g Qd for the country 
and that it's needed now. President Reagan and Margaret Thatcher cut tax rates to win the "Third World War." 
President Kennedy reignited prosperity from the sluggish EisenhowerhJixon era by tax-rate cuts. Surely our 
Senate doesn't want to emulate the 16 years of Johnson, Nixon, Ford and Carter with tax increases and s low 
growth. Even the four years of President Bush senior were plagued by slow growth and higher tax rates. 
President Clinton, after. a poor start during which taxes were raised, changed his tune and became a tax-cutting 
pro-growth president. The transition for Presfdent Clinton was definitely helped by the election of a Republican 
Congress in 1994. The last six years of the Clinton administration included N&, welfare reform, the 
reappointment of Alan Greenspan (twice), a huge capital-gains tax-rate cut, reduced federal spending as a share , 

of GDP and budget surpluses. Let's keep the momentum going. 

. 7 3 
I 

. 

I 

I 

*** 
. .  .. . 

Some say that the debt brought on by the deficits will come back to haunt us. But this simply isn't,true. The re  are 
so many misstatements in this arena that it's hard to know where to start. But, let us just say that in 1993, when 
our national debt as a share of GDP stood at 49% -- the highest level in 37 years -- we were just beginning the 
second burst of enormous growth since the Reagan '80s. High debt didn't seem to stap us then. Even the deficits 
of the Reagan years were associated with falling interest rates and rapid growth. 

Because of the rapid growth of the Clinton '90s and the reduction in spending and budget surpluses during 
President Clinton's tenure in office, the U.S. has a degree of fiscal flexibility as never before. Assuming 5% 
nominal GDP growth per year, the U.S. would have to run deficits of $500 billion per year for the next 1 0 years 
just to reach the level of debt relative to GDP that we had in 1993. While we're not suggesting that that would be 
the "right thing to do," what we are suggesting is that the idea of excessive federal debt is not the appropriate 
consideration to keep our president and our Congress fiom doing what's right for our country. We need President .- 
B U S ~  tax cuts now. 

Mr. Laffer is the chairman of Laffer Associates. Mr. Moore is the president of the Club for  Growth. 
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Despite the fact that the Republicans control the White House, the House of 
Representatives, and 30 governorships, the nation is now in the midst of the 
biggest government spending spree since LBJ. Incredibly, the domestic social 
welfare budget has expanded more in just two years ($96 billion) under George 
W. Bush than in Bill Clinton's first six years in office ($51 billion). 

Although many economist$ portray this surge in spending as a stimulus to 
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growth, the opposite is true. The runaway federal budget, which is up nearly $300 billion in just the last  two 
years, and the parallel hike in taxes and debt needed to finance this spending binge, is America's single most 
ominous domestic economic danger sign. 

Governments, can only grow by capturing resources at the private sector's expense, That's what's happening now. 
Over the past year and a half, government has been the single fastest growth sector of the economy. It has grown 
faster than construction, services, housing, and even consumer spending. In 200 1 the recession-racked 
private-sector economy grew by a microscopic 0.5%. But there was no recession in government: its spending 
was up 6% for the year. For the first quarter of this year, data indicates that private-sector activity rose by 5% as 
.the economic recovery has taken hold. But government's spending soared-twice as fast. This pace would make 
Tip O'Neill blush. 

Even more discouraging is the spending trend line. Every year since the Republicans first took control of the 
House in 1995, spending roadblocks have been M e r  removed. Domestic spending actually fell by an 
impressive 3% in real terms in the 104th Congress (1995-96) when Republicans seized control of the House and 
Senate for the first time in 40 years. The next Congress raised spending by 4%, the next by 11% and t h i s  one is 
on pace to raise the budget by 15%. All of this is reminiscent of the old Reagan quip that to say that Congress 
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spends like drunken sailors is an insult to drunken sailors. - 

Sure,&e Democrats in Congress share a big part of the blame. The spending spree has worsened now that Tom 
Daschle is running the Senate and that prince of pork, Robert C. Byrd, is ruling the appropriations process. But 
one only need look at the vote on the Farm Bill -- a bill that will distribute million-dollar welfare checks to 
America's wealthiest farm businesses -- to see that the pro-spending virus endemic in the Democratic party has 
spread to the GOP. 

I've covered federal budget issues for nearly two decades. If the Fann Bill wasn't the most fiscally rancid 
legislation I have seen; it's certainly in the tap three. Yet two out of three Republicans voted for, it, and, worse 
yet, Mr. Bush not only signed it, he crowed that it would.secure the "independence of the American farmer." 
Independence fiom what exactly? The free market? 

The bill is only the first of many budget-busting, anti-enterprise spending bills that are racing toward t h e  
president's desk. The emergency military supplemental spending bill has become aChristmas tree for special . 

interests and is $3 billion over budget. The energy bill, with its emphasis on tax credits for windmills and  

' ' 



-1 ' . .  

boondoggle oil conservation projects, is a bill that only A1 Gore could love. Congress will also soon send 'Mr. 
Bush a $100 billion bill to provide free prescription drug benefits for seniors, and a $6 billion bill for 
baby-sitting subsidies. And the president sayehe wants $5 billion more for failed foreign-aid programs. A l l  this 
comes after last year's education bill that will nearly double the Department of Education budget over the next 
six years and institutionalize a federal presence inhour local-school system. 4 

\ 
The immediate way to reverse the fiscal collapse in Washington is for Mr. ush to start du ing off his veto pen. 
The energy bill, the appropriations bills, the prescription drug bill all shoul P be rejected in name of fiscal 
sanity. This president has no vetoes so far. The White House has been reluctant to wield the to power because 
they see this as a huge withdrawal of scarce political capital. Wrong. History proves that strong presidents -- 1 e 

from Roosevelt to Reagan -- make strong use of the veto. Mr. Bush can make a powerful case for rejecting obese 
spending bills: They are not just economically vkongheaded, they weaken the critical war on terrorism by 
diverting scarce tax dollars away from our vital national security needs. 
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Republicans wrongly believe that they can bdhk on a spend-and-elect model to secure their House majority and 
then capture the Senate this November. The opposite is likely: The current spending binge, on top of the 
president's steel tariffs and his signature on the anti-First kmendment campaign reform bill, may severely 
demoralize conservative voters and set the stage for an electoral surge back to the Democrats. After all, if it 
really is big government that the voters want, why not pull the lever for Democrats, who are not amateur, but 
major league big spenders. 

John Boehner, the savvy Republican from Ohio who was a major part of th6 Republican Contractawith Arnerica 
revolution in 1994, recently lamented that "we' Republicans seem to have forgotten who we are and why we're 
here." Hek right. Republicans are suffering from a politically lethal identity crisis. If the budget bulge that we're 
now witnessing were happening under a Democratic presidency, Republicans would be howling in indignant 
outrage. If the tidal wave of spending isn't soon reversed, the Republican Party may soon discover that it is both 
redundant and replaceable. 

Mr. Moore is president of the Club for Growth. 
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Ailing Economy Needs . 

A Dose of Bush Tax Cuts 
By RICHARD GILDER and THOMAS L. RHODES 
Jut) 16,2002 

The US. economy is sputtering, we're in the worst bear market in 25 
years, and the $3 trillion budget surpluses projected last year have 
morphed into $1 trillion of red ink. How does Capitol Hill respond? 
By debating how hundreds of billions of dollars should be spent on 
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' free prescription drugs for seniors, the most expensive new program 'I 

since the Great Society. 

President Bush and the Republican Congressional leaders should change the discussion to refocus 6n 
issuesithat matter most to American families: economic growth, jobs, and the return to a bull market. 

In 1995, the GOP came storming into power promising to make government smaller and smarter. 
The Republicans we knew then understood that Medicare's stampeding costs were the principle 
cause of the government's long-term budget imbalance. They would have scoffed at the idea of 
doubling the programls size with a scheme as grandiose as Hillary Clinton evir envisioned. 

I 

I 

I 

*** 

' The investor voters who elected George W. Bush and Republicans in Congress are getting restless. . 

Has anyone in Washington noticed the market collapse? The losses are approaching $3 trillion. 
Yesterday, the dollar fell below parity with the euro for the ,first time in more than two years, 
reflecting the investment community's loss of confidence in the U.S. economy; the unemployment 
rate'grew again last month; household debt is rising rapidly; and the states are in their worst fiscal 
shape in a.decade. Consumer confidence is sagging, kusual in the first stages of a "recovery." Yes, 

' . 

' there are some positive signs, but the optimism of earlier this year is long gone. 
I 

Transfixed on terrorism and corporate corruption, the Bush White House should remember that since 
1900 no. president has been re-elected in a'stock m'arket with such poor performance. To emerge 

' 

from our economic miasma, the Republicans must advance economic growth policies -- ,off the table 
since the passage of the Bush tax cut in April 2001. ' 

. 

' 

They'll get no help from the Daschle Democrats, who oppose speeding up the Bush tax rate cuts; 
oppose reducing the capital gains tax (permanently or even temporarily); oppose death tax repeal; 
oppose deregulation of the telecommunications markets; oppose expanding free trade; oppose 
common sense litigation reform and reasonable expenditure caps to control a runaway federal 
budget. They believe there is political gain to be gleaned from continued economic turmoil, for the 
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Republicans will be blamed. Do the cpggressional Democrats understand or care that the damage 
from a double-dip recession will hit hardest America's most vulnerable -- the poor? 

The Daschle Gang is already on the warpath blaming President Bu h for the poor economy; blaming 
him for the absence of bipartisanship; blaming him for the reemerg nce of deficits d for corporate 

nears -- especially if the economy doesn't show signs of improvement. 

Here is a tax package that can rally the economy and the market: 

First, make all the Bush tax-rate cuts effective July 1,2002. Fast-forward reductions in the 
income-tax rates and the death-tax repeal to encourage more capital formation and investment. Why 
wait until 2005 imd after to chop growth-inhibiting tax rates? 

Second, halve the capital-gains tax for all future investments, giving investors an incentive to buy 
stocks at the low prices today. 

. Third, to get Americans to save more, create universal and unlimited IRA accounts. 

8 

I a1 I *  

s 
executives' malfeasance. These howls will grow louder and more'pe f +tent as the mi term election 

1 

, 

President Bush should also annobce his intention to lift the steel and timber trade barrierslat the end 
of this year. Even the administration itself concedes that its meretricious flirtation with trade 
protectionism has backfired. Predictably, the 30% steel tariffs imposed by the, White House have cost 
more jobs in steel-using industries than saved in the steel-producing industries. The president needs 
to regain the high ground on free trade, both inside Congress and with the Europeans and Japanese; 
reversing his course on steel is a great start here. 

Each of these measures is both stimulative and popular with voters. Capital gains cuts, IRA 
expansions, and death tax repeal are all broadly supported by the electorate as sound and sensible tax 
policy changes. Tom Daschle may not get it, but investor voters do. 

*** 

The Democrats will argue that tax cuts are unaffordable. These protests'will come fiom the same 
lawmakers who want to create a 1 O-year $1 trillion new entitlement for prescription drugs. Protecting 
and creating jobs, .reversing the stock-market slide and preserving America's economic security 
should be a higher priority than a new government entitlement. 

If Republicans can not or bill not make this basic and populist argument for prosperity, then they do 
not deserve to retain the voters' trust again this November. If, however, President Bush were to 
invest his tremendous political capital here, he could deliver a knockout punch to the Daschle 
Democrats and return the U.S. economy to 4%-5% economic growth. Go for it, Mr. President! 

. 

Messrs. Gilder and Rhodes are co-chairman of the Club for Growth, a political action committee 
in Washington. 
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Moving 'Markets 
Bush exaggerating the weakness of the econo,rny?' Absurd. 

Mr. Moore is president of the Club for Growth 
April 24,2001 820 a.m. . * I 

.. 

L a s t  month while testifying before the Senate Budget I 

Committee, I offhandedly observed that the U.S. 
economy is in recession. I I i 

I might as well have said that @ Printer-Friendly 
Ted Kennedy wears panty a 

I E-mail a Friend I hose, so horrified was the 
reaction. There ensued a 

~4 Moore Archivb 
furious counterassault by the 
Democrats on the 
Committee. Sen. Clinton of . 

New York sat smugly perched on her high horse and 
fumed: "Mr. Moore, do you even know what the' 
definition of a recession is?" 

A recession is, of course, two consecutive quarters of 
negative economic growth. Many times recessions are 
over before we knew we were officially in one, and my 
strong suspicion is that that's the case now. The 
manufacturing and high-tech sectors have been in ' 

recession for at least eight months now. The Federal 
Reserve Board reported last week that Americans lost 
some $2 trillion in the stock market in the'fourth quarter 
of 2000, Any way you cut it, the economy is very weak. 

My sin that morning was "talking down the economy.'' 
George Bush is alleged to be doing this. Tom Daschle 
,complains that Bush's negative' vibes are "very harmful . 
to the economy." Apparently, what we need from 
Washington now - to bring jobs back and rally the stock 
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market - is happy talk. When Bush refers to the slump 

. .  gain. The Left is still stewing overa statement made by 
Dick Cheney right after the elections, ‘when he urged ’ ’ ... :.’ . .  . .  . Clouded by’Bias ’ 

. . .  Schund’er era comes 
I . .  to a Close. By John J. ._ 

I ’ ‘in the economy or mentions the dreaded “R-word,” he is . ,Miller RgrnGsh . 
I... ’ accused’of torpedoing the economy for his own political ’:. .. 6/05/01 10:55 am:! 
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.: .’ .WASHINGTON, DC passage of the Bush tax cut because “we might be on the 
verge of recession.’’ ~ , , ~ 1 , ,  ’ ’ . ....... Times doesn’t w a n t  to 
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Goodness, how reckless of %el vice president. After all, 
this was only the consensus opinion of virtually every 
economist in America at the time. The allegation that the 
Bush administration has been exaggerating the weakness 
of the economy is absurd on several fronts. First, how in 
the world does George W. benefit from economic 
pessimism? Let’s assume for a minute that Bush’s critics 
are right: that Bush’s mere utterances can cause a‘crisis 
in confidence and that a gloomy outlook from the White 
House can become a self-fulfilling prophecy. If that’s the 
cage, then the administration’s incentive is to be as 
Pollyannish as possible. After all, it’s Republicans, not 
Democrats, who are going to get thrown out of office en 
masse in 18 months if the economy continues to tank. 

Second, Bush hasn’t been talking down the economy at 
all; if anything, he has been too slow to acknowledge the 
recession, err, slowdown. He’s refused to capitalize on‘ 
the ailing economy to boost the case for a bigger and 
faster tax cut. (In fact, he should be doing what he is 
wrongly charged with: linking the need for tax cuts to the 
economic slump. See my article, “Killed on Taxes,” 
criticizing the White House on this very point in the most 
recent print version of NR). In fact, it’s the Democrats, 
not the White House, who have proposed an $80-billion 
tax-rebate stimulus this year to get money into the 
pockets of consumers quickly. What for, if we’re not in 
recession? 

I ,  

Third, when George W.’s father was president, the very 
same liberal critics skewered Bush Sr. for his failure to 
acknowledge and respond to the recession. Papa Bush 
was said to be insensitive to the plight of the working 
man - out of touch and unable to “feel the pain” of real 
America. Now the son is attacked for being overly 
sensitive to laid-off workers and for paying too close 
attention to the stream of negative economic news. The 
Bushes can’t win. 

But here’s the most preposterous allegation of all. In an 
April 13th commentary in the National Journal, called 
“The Power of Negative Thinking,’’ reporter John Maggs 
says that George W.’s economic pessimism is nearly 
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unprecedented. He quotes Andy Kohut, director of the 
Pew Research Centsryaho says that he’s never heard a 
President be so consistently dour about the economy. 
According to Kohut: “We’re in new territory here. 
Presidents usually say ‘everything is great, and I F .  
responsible.’ Now we have one saying ‘evekythin , is 
lousy, and I’m not responsible.”’ . .  ‘ B  

1 

Back to NRO 

Mr. Kohut, I would like to introduce you to someone. His . ’ 

name is Bill Clinton. There has arguably. never been a 
president who talked down the economy more 
persistently for political gain than Mr. Clinton. .His 
mantra as president was that “we have the worst 
economy in 40 years:‘” When he:.announced his record: tax 
hike to the American people he spid that it was necessary 
because the budget outlook was “much worse than I 
thought.” This was all utter hogwash. The economy had 
grown at a brisk pace for a full year before Clinton 
became president. The budget outlook did not change 
much before and after Clinton’s election. Clinton was 
aided in this canard by a compliant media, which 
throughout the 1992 presidential campaign portrayed the 
U.S. economy in the most dire terms, even though the 
recession ended in mid- 1991. . , 

. 

. 

’ 

, 

One last point. Can presidents successfully steer the 
economy just through their words of confidence or 
malaise? Perhaps a bit. Jimmy Carter just exuded doom 
and gloom; every time he opened his mouth, the country 
seemed to take a turn for the worse. Reagan’s opt,imism 
and can-do attitude was clearly contagious and buoyed 
investor confidence. 

But let’s face it, there’s only one politician in this New 
Economy age who can magically move markets with a 
mere gesture, facial expression, or brief utterance. And 
his name is not George W. Bush. It’s Alan Greenspan. 

Action canceled. . ’ , 

Page 3 of 3 ’ ‘ 

. .  
. .  

I 

I 

. . .  

* 

> .  

... . 

I 
’ 

i 

http://web.archive.org/web/2OO 10606 102425/http://www.nationalreview.com/balance/bala ... 5/ 1 6/2005 



' Stephen Moore 
0. . .  

I' 

! : .  . F  . .  
. .  . .  . . . .  

' I  

. . .  

I .  ... _. . .... 
I . . . .  .- . .  

,.':., . ' .  I 
.I ;: 

. .  , . . . .  
Slaying the RINO 

. . .  
. . . . . . .  

. . .  . .  

Senators Chafee, Jeffords, and Specter are Repub"li'cans,in name only.' 

Mr. Moore is. president of the Club for Growth 
April 10, 2001 9:00 a.m. 
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espite the SUMY face that the White House is putting on last week's Senate vote to.trim Bush's tax 
cut, no amount of PR spin control can cover up the defeat which the administration has suffered. I 

Bush asked for $1.6 trillion of tax cuts. Steve Forbes, Larry Kudlow, and I - and many others - 
have been pestering GOP leaders for weeks that this tax cut is too small to begin with given the  size 
of the surplus and the meltdown of the stock market. And yet, the Senate slashed Bush's proposal b ' 

about 20 percent, to $1.25 trillion. 4 
It's too early to estimate the magnitude of this political setback. There's still ample time for the White 
House,to recover. But what is infuriating and indefensible is that the wounds from this defeat were 
self-inflicted. I am speaking of the by now well-publicized betiayal of three GOP Senate RINOs(i.e., 
Republicans in Name Only): Lincoln Chumpy ... er ... Chafee of Rhode Island, Jim Jeffords of 
Vermont, and Arlen Specter of Pennsylvania. After weeks of cajoling and pleading from the White 
House and their fellow Senate Republicans, the three RINOs unapologetically handed Tom Daschle a 
stunriing political victory. The photos of Chafee and Jeffords yucking it up with their Senate 
Democratic 'colleagues shortly after rejecting their president's plan were pure salt in the wounds. 

This will not stand. This cannot stand. 

This act of party disloyalty must be punished swiftly and severely so as to insure that the virus 
doesn't contaminate otlier week-kneed Republicans. If  a Republican won't vote for a tax cut that 
would provide a mere 6 cents on the dollar of tax relief to Americans, then why do they bother to call 
themselves Republicans at all? What good are they? Tax cuts are the one issue that unify the party - 
it's the GOP's common currency. These days, Republicans don't demand a lot of toeing the p a k y  line 
in exchange for room under "the big tent"; But, at the-very least, you should have to be for tax cuts. 
I've highlighted this quote from Bob Novak before on these pages, but it's worth repeating in the 
wake of last week's setback: "The only reason God put Republicans on this earth was to cut taxes." 

I 

r 

1 

. .  

. .  

I 

For years lefbleaning Republicans - I refbse to call them "moderates" - have complained: The 
reason the Right hates us is because we're pro-choice, or because we disagree with the party's 
religious-right platform. The RINOs are fond of describing themselves as "socially tolerant and 
economically conservative.'! Nonsense. For the most part the left-wing Republicans are left-wing on 
economic and social issues, and this latest vote is just hrther validation of that thesis. 

Apologists for Chafee, Jeffords, and Specter observe that these Senators are in tough Democratic- 
dominated states where the political center is the absolute hrthest point to the right to which one can 
possibly afford to migrate. Nonsense. Cutting taxes is always and everywhere a winning issue. Even 
in the Yuppie, latte-sipping towns of Vermont, the home of Ben & Jerry's rainforest grotto, there's a 
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ferocious property tax revolt brewing. 'In Pennsylvania, is Arlen Specter really worried that his next' . 

opponent'is going to run around tlie state campaigning on the theme: "Arlen Specter cut yourXqes 
too much! '' Moore's political axiom is that Republicans only lose elections when-they raise taxes, .. 
never when they .'cut 'them. 

Self-survival isn't a persuasive excuse for another rea'son: None of these three .wayward Reppblicans 
are even up for re-election in 2002. Jeffords 'lsrnd chafee don't hFve to face the voters again until 2006 
for crying out loud. They voted the way they di&;pt out of fear of vpter retribution, but because they . 

genuinely think the Bush tax cut is too big and that this money could and should be better-used for 
, bigger government programs. This was a vote of conviction for these'three. They genuinely believe' '. _. 

that the $400 billion they. sliced from Bush's tax cut is better spent on making our $2. trillion federal 
budget even bigger. 

, '- 

. ..  . I .  . . .  

. .  . .  
. .  . .  ' ,  

. . .  

. . . . 
. .  

' 

.. . 

. .  . .  

What is clear is that the Republican party will not exact any form of retribution against the'Benedict 
Arnolds in the Senate. They should be forced to go out on a date with Barbara Mikulski. They should 
be required to read Hillary's epic, It Takes a. Village from cover to cover. At the very least they- 
should be stripped of their committee chairmanships and any plum committee assignments. But  do 't 
hold your breath. The GOP party faithful will go to the ends of the Earth to protect their left flank. 1' ' :, . .  

1 

. .  ' I  

So'it is left up to conservatives to serve out the punishment. The group I'run, the Club for Growth,.' 
will start running TV and radio ads slamming Chafee, Jeffords, and'specter in their home states. The 
ads will remind voters, this last week before April 15th, that their,senator voted with the IRS ra ther .  ' . 

than with taxpayers. You can view the TV ads on our website. 

Finally, if the conservative movement is to be taken seriously, it .must flex its muscles by defeating 

. ' 

: 
I 

, ' 

one of these three apostates in a Republican primary. At least one of them has to be taken out. In fact, 

triumvirate. The objective would not so much be retribution, though, yes, that would be sweet. 'No,' 
the objective is deterrence. After all, all of the research proves that punishment does deter crime. 

' the Club for-Growth is ready and willing to finance any serious primary challenger to this . 

' 
. 

I can hear the squishy country club Republican set howling in protest. "Oh no,'no,'' they will moan, 
"nothing could be more damaging to the party." They're wrong. Nothing could be more damaging to 
the party than the pro-tax vote that Messrs. Chafee, Jeffords, and Specter cast last week. 

. 

! I 1  

. .. . - . . .  
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Conservative opponents of John McCain's campaign-deform legislation are going to lose if they  

Stephen Moore Page 1 of3  

The Incumbency-Protection Racket 
There's a better way to reform campaigns. 

I 

I 

I , .  ' 

Mr. Moore is president of the Club for Growth 
April 5,2001 9:25 a.m. 

I How strong is the incumbent advantage? Let's look at the 2000 congressional elections. Guess h o w  
many incumbents running for the House of Representatives won? 

1 

Did you guess 80%? Wrong. 

Did you guess 90%? Wrong again. 

Did you guess 95%? Wrong, but close. 
8 

Try 97%! These days, unless an incumbent commits an indictable offense, robs the House post 
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I office, 'or has sex vi411 a page, there's just no getting rid of them. Even in the."throw-the-bums-out" 

elvection of 1994, more than 90% of incumbents were re-elected. 
.: 

. '  . ' . U  . . .  
. .  . .  . _. . 

' 

. . . ... . 

. .  . ~. . . .  .. . 

Studies show that House incumbents startevery election with roughly a built-in $500,000 advantage,. ' 

thanks to name recognition, the ability to pass out pork and go to ribbon-cutting'ceremonies, and, of 
course, to the free campaign literature that G,QPgressional offices can mail out at .taxpayer's expense 
during the year. Letls call it Head Start for incumbents.. . .! ' 

': 
. .  . 

. .  

. .  . .  

. .  

. .  . .  
' I  

l b  

So any campaign-reform law must be judged first and foremost on whether it makes it easier or 
harder to defeat incumbents. Does it help create a level playing field? Now, of course, incumbents of 
both parties don't have a strong incentive to change the laws so that it's easier to defeat them. 

And voila, I present to you the McCain-Feingold bill. This bill is a scam because it would actually 
increase the incumbency advantage. How so? The McCain bill helps incumbents in three ways. First, 
the money-raising restrictions benefit incumbents, because it makes their $500,000 head start all the 
more valuable. Second, the bill contains an insidious millionaire provisidn, 'which incredibly says  that 
any incumbent who faces a Jon Corzine-type gazillionaire who spends qnore than a million dollars f 1 

contains an amendment by Sen. Paul Wellstone of Minnesota that prohibits independent groups, like 
the Club for Growth, from running TV ads mentioning any incumbent's name within 60 days of an 
election. If this gag rule had been in existence last year, the Club for Growth would not have b e e n  
able td run ads educating New Jersey voters on the lousy congressional voting record of Marge , 
Roukema. Ms. Roukema, by the way, is a big fan of campaign-finance reform to muzzle groups like 
ours. 

There are three keys to genuine campaign reform. First, term limits will create competitive elections 
and reduce special-interest spending since politicians would only be around for a few years, thus 
greatly lessening the discounted present-value rate of return on campaign contributions. Politicians 
can't "stay bought" if they're only on Capitol Hill for four or six years. The polls show that the public 
still strongly supports term limits--even more than the McCain bill. It's not helpful that some of the 
lead Republican opponents of the McCain bill - including Sen. Mitch McConnell - are also 
ferocious opponents of term limits. 

I . 

. ' 

his own money, no longer has to live by the campaign-finance restrictions. And third, the bill P 

I 

Second, genuine tax reform - I'm thinking here of the flat tax--would erode the power structure in 
Washington and put most of K-Street lobbyists out of business. Without tax carve-outs, loophdles, 
and deductions to buy and sell, the commerce of lobbying would be greatly depressed. Dick Armey, 
the tireless flat-tax crusader, has shown that there is an almost perfect linear correlation between the 
complexity of the tax code and the number of lobbyists in Washington. And the flat tax would be 
wonderfbl for the economy to boot. I 

Finally, much of the corporate political giving in Washington is a down-payment on tens of billions 
of dollars of corporate-welfare grants, loans, and cut-rate insurance. A few years ago, I showed that 
the biggest corporate givers also just happened to be the biggest recipients of a boondoggle called the 
Advanced Technology Program that gives companies like GE and Hewlett-Packard ten-million- 
dollar welfare checks. 

All of these reforms would clean up the buying and selling of votes that goes on everyday in 
Washington and that too many conservative opponents of the McCain bill, in their zeal to defeat that 
legislation, pretend isn't really occurring. Anyone who is for smaller government should be a 
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champion of campaign reform - as outline$ above. 
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Tax-Cut Lessons for Dummies 
That means you, Congressman. 

Mr. Maore is.president of the Club for Growth 
March 28, 2001 9:45 a.m. 
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Watch ing  the tax debate unfold on Capitol Hill you'd think Congress has been infected with Mad ' 

Cow Disease. Both the Republicans and Democrats seem to be trying to outdo each other with 
dimwitted tax-cut proposals designed to help sturdy the economy, but with almost no real stimulative 
effects and almost no chance of reviving the moribund stock market. 

I 

I ,  

I I 

A case in point: Last week, as the Dow Jones and the NASDAQ stock markets continued to plunge I s  
into gloomy bearish territory, causing almost all analysts to now concede that a recession is 
imminent, the House Republicans voted to increase the child exemption from $500 to $1,000 p e r  kid. 
Will sopeone please tell these people that while they dither, Rome is burning? A $500 tax credit for 
kids may be good social policy to help families with kids pay $heir bills, but it doesn't do squat for a 
limping economy that has seen net worth fall by more than $2 trillion just since election day. 

Meanwhile, Republican Sen. Pete Domenici of New Mexico called for a $60 billion tax rebate this 
year.'Domenici deserves praise for at least calling for a lot more short-term tax relief than is 
contained in the House-passed plan - which is so back-loaded that it offers an insultingly small cut 
this year and next. But a tax-rebate plan is the economic equivalent-of flying a helicopter over 
Central Park in New York and dumping dollar bills out the window as a way to stimulate the 
economy. It's not going to work. 

Equally baffling is the Democratic tax-cut alternative. That plan calls for cutting the bottom tax rate 
from 15 to 10% right now. Sen. Tom Daschle says that the logic here is to put hundreds of dollars 
back into the pockets of the lowest income taxpayers so they can rush out and spend to juice +e I I  

economy. 

Now admittedly the idea imbedded in both plans, which is that we should take tens of billions of 
dollars out of the federal treasury and give it back to workers, makes a lot of sense. +d it can't hurt 
the economy. But both these plans are about the worst possible way to cut taxes if the goal is to 
restore prosperous times. 

The problem - as I have been saying ad nauseum for two months now - is that Capitol Hill is 
shackled to demand-side logic on tax cuts. They find intellectual support from people like New York 
Times columnist Paul Krugman, who writes that tax cuts must stimulate consumer demand if they are 
to aid the economy. 

I 

- - -- - - - - - - - -  - - _ _  - 

But what's needed now is supply side incentivizing of tax-rate cuts that reduce the tax penalty on 
economically productive behavior. Supply-side tax cuts reduce tax rates in order to reward saving, 
investment, and work. 

http://web.archive.org/web/200 1 04 1 7 1 5303 l/www.nationalreview.com/balance/balancep ri... 511 6/2005 

. .  
I 

. . . .  



.. ' StephenMoore 

. .  . 
I 

Page 2 of 2 . 

. . '  

Consider the idea of cutting the bottom tax rate. Imagine for a moment that we had a tax system that 
taxed people at 15% for working on Md?E!'h$, 28% on Tuesday, 31% on Wednesday, 36% on :. 
Thursday, and 40% on Friday. (This simplistic model actually isn't'too far from the reality of ou r  '. 
present-day graduated income tax-rate system!) Now it stands to reason that a lot of people would 

' , 

. 
. . ' 

quit working on Fridays, or perhaps work until noon. In fact, even though 
Friday. than on Monday, tax collections on Monday could .easily he iigher 

. .  would clearly be less economic activity on Fridays than on Mondays:, 
I ,. ' 

Would it make any sense to cut the tax rate on Mondays, but not the tax rate on Fridays? None ' . 

whatsoever. .That, however, in a nutshell &he reigning tax-cut proposal on Capitol Hill. Cut the  . 

lowest tax rate,' but not the highest tax rate. Many Republicans, petrified of claims of "tax cuts for the 
rich," wish to cut the lowest income tax rate, but to delay cutting the highest rate. As I said, a c l ea r  : 

. .  . .  
sign of Mad Cow Disease. ' ' 1'1 I. 

' The rebate plan submitted by Sen. Pete Domenici is :well intentioned, but also off base. 'If you t o o k  
the income tax structure as described above, and tried to fix things by giving every family $50 a . 

week, they still may not work on Fridays any longer--in fact, with the added give-away dollars in 
their pockets, they may choo.se to work less on Fridays, not'more. ' 

Clearly, if the goal is to generate more economic output, you cut the highest tax rate - Le., the tax 

4 

.. 

Pc. 
f'J 

rate for working on Fridays. Economist Arthur Laffer, who converted Ronald Reagan to supply side 
economics 25 years ago, has argued that we should RAISE, not lower the bottom tax rate, and then 
dramatically lower the top tax rate in order to create a fairer and more uniform tax rate on every day 
of the week. 

The logic here leads us inexorably toward the tax ideal: a flat rate tax system: One uniform low tax 
rate paid by everyone. To get to a flat-rate tax, the top income tax rate has to come down a lot - 
from 40% today, to perhaps 20 or 25% tomorrow. Lowering the bottom rate only makes the tax-rate 
system steeper to climb. 

Tbe bottom line is this: There's almost no economic benefit to chopping the lowest tax rate, but a 
world of benefit from chopping the top rate as much and as soon as possible. The fiscal stimulus the 
economy needs should come from shaving the top income tax rate from 40% to 33% right now. That 
goes for the death tax too. Forget about increasing the exemption. Cut the confiscatory 55% ra te  to 
reduce the adverse incentive effects of this tax. 

The economic logic here seems so straightforward that it should be compelling, even to the herd  of 
mad cows on Capitol Hill. 

I 

i 

I 
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! he gray cloud of gloom that is now hovering over Wall Street and Main Street. h,as a 'silver lining. 
The case for a very large tax cut is all the more.persuasive. Even the Democrats are now saying.we 
need a bigger fiscal stimulus than the president has proposed. George W. is wrong when he says that 
his tax cut is the ideal package for this moment. It might have been ideally suited for an econo.my 
cruising along at 5% grpwth - and that's what the growth rate was 16 months ago when'candidate ' I 

Bush proposed tax cuts. With zero percent growth and the NASDAQ down 60 percent from its high , I  a ' 

year ago,, a much bolder economic-recovery package is. needed: 

. 

. .  

Budget,surpluses are meant to be used as "rainy day funds." Folks, take a look at the window, or at , ' . . 

the stock ticker streaming along the bottom of your TV screeq. 'It's raining out! I 

A consensus is starting to emerge that the tax cut needs to provide a more immediate spark to the ' 

economy. Last week at his San Diego conference Arthur Laffer referred to the Bush tax cut as a . 

' "modest long-term plus for the economy." But he says it does almost nothing for the economy now. 
Almost all supply-siders agree. Certainly, something is needed before 2003 - which is when the 

s Bush marginal income tax cuts at the top start taking effect. Two-thirds of the tax cut will take effect 
after 2003. In 200 1 the GOP tax cut would reduce your taxes -.hold on to your hats - by 0.5%. 

I 

I 

. .  

Don't spend it all in one place. . .  

So why is the GOP tax cut so destined to fail? Because Republicans don't want to be accused of 
"raiding Social Security" or running budget deficits. So, how to get out of the box? 

Two words: capital gains. I have said it many times before on this page, but it bears repeating: The 
1997 capital-gains cut raised all sorts of revenues. In 1996, $60 billion was raised from capital gains. 
Last year we collected more than $100 billion. Lower rates, mbre revenues. The good news is that a 
cut in the cap-gains rate from 20 to 15% will be scored by the Joint Tax Committee as raising 
revenues in the first year and probably the first two years. We would pick up about $7'billion this 
year if the cap-gains rate were lowered to 15% effective April 1,2001. 

Now this is ideal. The cap-gains tax cut can be used to finance a steeper cut in the income-tax r a t e s  
without pick pocketing the Social Security and Medicare funds. It's win-win. 

The reason a capital-gains cut is so crucial is that this is the one tax cut that could provide an 
immediate stimulus to equity values. A cut in the capitallgains tax boosts the after-tax rate of r e tu rn  
on stocks. This lifts the price. That happened in spades after the 1997 cap-gains cut. Stocks surged. 

It is lunacy for the GOP to pass a tax cut that might take effect under Speaker Gephardt and Majority 
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Leader Daschle - Le., after'the 2002 elections. But unless a more pro-growth tax cut is enacted , * . 

between now and then, that's the disinal~6lftical future we're facing. It's not surprising that the , . 

Democrats don't want a bigger tax cut. But it is absolutely astonishing that so few Republicans do. 

' 

' , 

b 
b 

I ,  I ,I . I 
I hate to say I told you so - actually, I don't mind - but I have w h e d  that if Bill Thomas were  
chosen as Ways and Means Committee chairman it would be badn$lrs for Republic ns and bad news 
for the tax-cut agenda.'Thomas was the one who left out the retroactive feature of th income-tax cuts 

accuse us of cutting taxes for the rich." 

This is called pre-emptive surrender. 

Of course, even by taking out the retroactive tax cut, the Dems are still screaming "tax cuts for the 
rich." So the GOP didn't buy any peace. More important, if the chairman of the Ways and Means 
Committee can't or won't take on the class-warfare lobby, we need someone in the job who will. The 
top marginal tax rates are the most critical to cut. The bottom rates are almost irrelevant in terms of 
promoting investment, savings, foreign capital infusions, and risk taking. 

Denny Hasted, who chose Mr. Thomas over longtime conservative Phil Crane, made it known that 
Thomas would be a far more capable tactician and leader in taking on the likes of the ranking 
Democrat, Charlie Rangel, on the committee. Thomas has flunked his first big test. 

for the top rates. Why? Because, he told the House GOP caucus, "This way the Demo bi kats can't 
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M a r c h  is a month that puts a severe strain on my marriage. Always has. I mean, I do love my wife ,  
but probably not as much as college basketball and March Madness. 

Over the next three weeks I'll watch almost every one of the 63 games - from the first tip-off at 
noon on Thursday through the closing credits of the championship game played to the tune of "One 
Shining Moment." The ultimate high in life is when there are four NCAA games going on 
simultaneously and youlre seated at a sports bar with a satellite dish and four big-screen TVs. It just 
doesn't get any better than that. (Look, if you're going to watch the games you absolutely must h a v e  a 
satellite dish, or you have to find someone who does, or else you're going to O.D. on 7-Up and 
Honda-commercials by the end of the month.) 

Usually I try to go to one of the games during the first round of the tournament, as long as it's within 
a 100-mile radius. I've been at some of the greatest upsets in NCAA history: Northern Iowa beating 
Missouri, Richmond upending the #2 seed Syracuse, tiny Sienna whipping Stanford, to name a few. 
The real sports junkie aches for the Thursday-through-Sunday first and second-round games. Therek 
nothing quite like watching Princeton upend UCLA or Weber State knock oftmighty North Carolina. 

My wife, Allison, says that I take these games too seriously. She may be right. Several yeas  ago,  my 
alma mater Illinois blew a 7-point lead in a first round game against a college named Austin Peay. 
That was the same school that produced the great Fly Williams and the immortal cheer, "The F l y  is 
open, let's go Peay!" I felt close to suicidal for about two weeks after that Illini meltdown. 

* I 

I ,  

I '  
I 

I 

I 

I 

When Allison and I got married the hoops ground rules were already well established: She's not 
allowed to talk to me during the NCAA tournament. Sometimes she slips up and pesters me by 
saying, "Steve, take out the garbage please." And I will respond: "That's funny, I didn't think it was 
April yet." My kids have started complaining that in March they feel as if they're growing up in a 
fatherless home. One year an idiot friend of Allison's actually got married on the Saturday night of 
the Final Four, and I was forced to go as her date. "Gee, Karen," I said to her friend, "I'd much rather 
witness you taking your wedding vows than watch the Duke-Michigan State game." We almost got 
divorced over that little fi-acas. 

Our second child, William, was accidentally born in March. We had strategically engaged in planned 
parenthood so that the baby would arrive in early April. William confounded our plans by arriving 
three weeks early. In fact, he was delivered in the middle of an Indiana-Temple game, a real nailbiter. 
I remember the game vividly because I kept running back and forth between the delivery room a n d  
the hospital TV room. The surly nurse kept asking me: "Mr. Moore, is this an inconvenient t ime for 
your wife to have this baby." I told her, with all honesty, that the timing could have been a lot better. 
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Allison kept saying: "Let him go, I'm better off without him." 
*s-t?J 4 

Anyway, as fate would have it, that was a great day after all. William was born healthy, and IU won 
the game. We came close to naming himRobert Montgomery Knig t Moore. 

The tournament, for all its greatness, has lost some of its luster of lat ,. It was so rnuc better when 
ESPN, rather than CBS, televised the games. CBS simply refuses to switch away fro, a boring g a m e  
(only of interest to the local audience) to an exciting one in a different part of the coun . (That's 
another reason why you need a satellite dish.) Another problem is that CBS now has women 
announcers and commentators. Is nothing sacred? This is like having wives attend a bachelor party. 
CBS caters its broadcasts to the marginal fan. ESPN is for the fanatic. Of course, there's a pall over 
this year's tournament given the recent death of the original voice of college basketball, A1 McGuire. , 

This year I have two horses in the race. Illinois is, of course, the #1 seed in the Midwest, and I've 
psychologically prepared myself for the typical early' exit to a lower-seeded team. I got my graduate 
degree from George Mason. The Patriots are in the big dance for the first time in ages. So here's m y  
vision of Utopia: The Illini meet the Patriots in the Final Fop.  

So now, dear reader, you know my two real passions in life. Tax cuts and college basketball. And not 
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k m  continually amazed by the half-baked arguments made against George W. Bush's $1.5 trillion 
tax-cut plan. Has the Left learned absolutely nothing over the past couple of decades about how taxes 
impact the economy? Or, are the Democrats so fixated on denying George W. Bush a political - 

convinced that ignorance and malice are about equally to blame for the aim-flam attacks against th 
Bush tax plan. 

With the key House vote on the income-tax rate cuts coming on Thursday, now is a good time to 

victory that they will resort to even the most nonsensical arguments to prevent it from happening? 

disposp of the peskiest and most oft-repeated arguments of all. lThe reader will doubtless discover 
that some of the charges levied against the tax bill contradict each other. Herewith a counterassault: 

Anti-tax cut argument #1. "Tax cuts won't stimulate the economy, because the money will be saved, 
not spent. " 

Now, there's a very'legitimate argument to be made (in fact, I make it all the @me) that the Bush tax- 
rate cuts are too puny to provide a short-term economic stimulus to the economy. But that isn't the 
complaint we're confronted with here. This is more of a standard, discredited Keynesian analysis. 
The Wall Street Journalls A1 Hunt wrote last week that the tax cut wouldn't work because "the tax 
relief is too slanted toward the rich who will save the money, rather than the working class who 
would spend it.'' Thomas Mann of the Brookings Institution echoed this b a i n g  logic the next d a y  in 
a USA Today editorial. He criticized the plan on the grounds that it wouldn't elicit a burst in 
consumer spending. (In that same editorial Mann also wrote that he likes to pay taxes!) When I 
testified before the Senate Budget Committee last month, I was surprised to here my fellow panelist, 
former Clinton OMB Director Alice Rivlin, tell the Senators that in order for this tax cut to stimulate 
the economy, it will have to get people to go out and spend the tax cut for the economy to be jo l ted  
back to life. I 

. 

No, no, no, ,a thousand times NO. The purpose of a supply-side tax-rate reduction is not to put m o r e  
money in people's pockets so they can rush out to the mall and spend it. (Admittedly, if they d i d  
spend every new dime, this would arguably increase overall economic efficiency. After all, I c a n  
spend my own money more -efficiently than the government can. I assume you can, too.) 

Tax-rate reductions are economically beneficial because a cut in tax rates reduces the negative effects 
of the tax on economic behavior. A tax-rate cut increases the after-tax rate of return on capital 

. investment, on starting a business, on saving, and on working. When you tax something, you g e t  less 
of it. When you tax something less, you get more of it. This is why every time we've cut federal tax 
rates in the U.S. we've seen a spurt in productivity, employment, investment, asset values, and output. 

. .  
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Bush was. right to invoke the examples o&JFK and Reagan. Both those tax-rate cuts were followed'by 
record economic expansions, namely, in the production of goods and services. 

Anti-tax cut argument #2. "The adverse 'consequences of the death tvx! can be solve by simply 

Wrong. The death tax has the most injurious economic-disincentive effects on saving nd investment 
of any federal tax. That's primarily because the 55% death-tax rate is high in its own right, but is alsa ' 9 .  

levied on money that was already taxed wh,en it was originally earned. The National Center for . 
' 

Policy Analysis has shown that the effective tax rate on saving at the end of one's life can reach the  
70-80 percent range because,of this confiscatory regime. Now you .know why the super-rich spend 
millions of dollars on tax attorneys and estate planners to find ways around paying the tax. It's nutty 
to raise the death-tax exemption but not io lower the tax rate as quickly and steeply as possible wi th  

I 

. '  9, . '  . .  

raising the exemption." 
* .  * \ .  

: : 
. ' 

the goal of someday getting to zero.' 

Anti-tax cut argument #3. "The tax cut will squander the budget surplus, reduce national savings, and ._ 

raise interest rates." 

. I  

I .  

This is the Robert Rubin special. The former Clinton treasury 'secretary says the Bush plan will . .. 
reverse the "hard fought fiscal discipline of the 1990s" and cause higher interest rates. But' wait, 
When Reagan cut taxes in the 1980s, interest rates fell very dramatically even as demand for credit 
was rising. (In 1980 the mortgage-interest rate hit 20 percent, remember?) And in the two years. after 
Clinton raised taxes, interest rates rose. Higher taxes usually lead to. higher, not lower, interest rates. 

, '  

In any case, this argument contradicts the first. In the first line of attack, the Left complains that .the 
tax cut won't work because people will save theamoney, not spend it. But if that's true, then h o w  can 
the tax cut reduce national savings and thus raise interest rates? If the tax cut is primarily saved, then 
we would be simply reducing the government rate of savings (&e., the surplus) by roughly the s a m e  , 

amount that private savings would rise. In other words, in argument gne, the tax-cut adversaries warn 
that it would be bad for people to save the money from their tax cut, and in argument two they say 
tlikt it would be harmful if people spend their tax cut. If both of these things are true, then we really . 

are doomed. 1 

. The historical evidence indicates that tax cuts almost always lead to a surge in national savings. 
Why? Because the propensity to spend an extra dollar of income is nearly 100% for the government, 
but much lower for individuals. If you give Congress an extra dollar, it will spend every penny of it. 
If you give Americans an extra dollar, they might only spend 90 cents of it. Almost none of the. tax- 
cut opponents really doubt this. In fact, many are quite open about their desire not to cut taxes so that . 

the federal government can spend the money on health care, child care,.the schools, foreign aid, 
congressional pay raises, etc. Dick Gephardt and Tom Daschle have conceded that they would rather 
spend the $1 trillion Bush has earmarked for tax cuts on more social programs. 

. Wealth creation is the ultimate form of saving. Tax-rate cuts fueled stock-market booms in the 192Os, 
the 1960s, and the 1980s in the wake of supply-side tax cuts. After the Reagan tax cuts, the wealth of 
American citizens ballooned by more than $10 trillion, as the stock market soared from 800 o n  the 
Dow Jones to more than 10,000 today. 

' 

In the past 18 months, Japan, Germany, and France have all cut their income taxes. They're on to 
something. European economic ministers have started to begrudgingly concede that their taxes are 
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simply to.0 high to compete internatioiially. They finally seem to have taken off their socialist . __ . ...., ' .. . .. . . 

blinders to discover that taxes matter a whole lot in today's hyper-competitive global economy.' xs it . 

asking so much to expect Arqerica's Left - inspired by Dick Gephardt and Tom Daschle - to . . 

acknowledge their bullheaded economic thinking? . 
' I. ' .: _ .  .. . 
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M o r e  than half of the nation's governors are in Washington this week for the National Governors ' 
Association meeting. The question is: Why do they come? And why do so many conservative 
Republican governors continue to belong to this insidious organization that promotes an agenda 
entirely at odds with what they say believe in? 

In the past, the NGA has been a relatively innocuous if sanctimonious "nonpartisak organization. I 
did little good, but lacked the clout to do much mischief either. Throughout the 1970s and 1980s the 
NGA peddled a decisively left-leaning staff, which made sense because most of the governors were 
libera\ Democrats. Like so many institutions in Washington that were tilted heavily to the left, 
Republicans pledged that if ever they got the power to change'things, there would be a thorough0 
housecleaning and ideological shift back to at least the center. 

It's never happened at the NGA even though the GOP has hadmthe majority of the governors for 6 
year's now. Today, there are 30 Republican governors. The GOP has the state house in 4 of the 5 
biggest states. This should be an organization promoting an agenda of states rights, fiscal 
conservatism, and free-market policies. 

But something irrational comes over Republican governors when they start fraternizing with their 
Democratic counterparts. In the spirit of bipartisanship they start to endorse looney ideas. A few 
years ago when congressional Republicans were trying to cut taxes and reform welfare, two issues 
that tremendously benefit states, the governors issued a mamby-pamby statement complaining: These 
policies might hurt the poor if it means reductions in payments to the states. Dick Gephardt couldn't 
have written the script better. 

What is most obnoxious about the NGA is that is now little more than a Washington lobby for 
Internet taxation. The organization has become maniacal about the issue. Once Republican hill staffer 
complained to me a few weeks ago that "it's like the governors have a full time lobbying operation 
pressuring Congress to impose a uniform federal tax on the internet." One governor called me last 
week, frantically asking me who would be a good speaker opposing internet tax. Why? I asked. 
Because, he said, the NGA has stacked the deck with a session on the issue with only advocates - 
no opponents. Typical. 

, I  
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The Democratic governors are almost uniformly supportive of taxing the Internet. The Republicans 
are split down the middle - with the more fiscally conservative GOP govs - including Colorado's 
Bill Owens and New Mexico's Johnson - leading the charge against taxing cyberspace, and the 
more moderate to liberal faction - led by Utah's Mike Leavitt, former NGA chairman - supporting 
the revenue grab. Unfortunately, the incoming NGA chairman, John Engler of Michigan, who is 
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normally level-headed when it comes io economic issues, has somehow found himself on the side of 
the tax hikers. He's not likely to comrnand'"the NGA staff to cease and desist its crusade for this new 
tax. 

All the inore reason the NGA should be disbanded. This arganizahon can't be ref0 
be neutered. Republican governors should begin to pull out and.whhdraw funding 

, 
I 

,,I , .. 
ed. It needs to 
en masse. 

L 

I 

How Does Your Governor Stack Up? Fa # I  

With the governors in town this week and in the national media spotlight, now's a good time to 
review the policies of the governors. It so happens that earlier this month, Steve Slivinski and I 
released our 5th annual Cat0 Institute Fiscal Report Card on the Governors. Governors who cut taxes 
and spending the most get the highest grades. The governors who tax and spend the most get the , 

lowest grades. 1 *I 

I 

On average, Republicans scored half a grade higher than Democrats. Congratulations to Gov. Paul 
Celucci of Massachusetts and Kenny Guinn of Nevada for- acing the exam. It's encouraging to see 
that former Texas Governor George W. Bush ranked an impressive third on our list. The 3 most 
fiscally reckless governorsin the nation, John Kitzhaber of Oregon, Tom Vilsack of Iowa, and Gray 
Davis of California are all Democrats. 

But as you can see, 5 Republican governors received Ds in this year's report.-GOP govs. Don 
Sundquist of Tennessee, Bob Taft of Ohio, Mike Foster of Louisiana, and Mike Leavitt of Utah have 
all been tax raising governors. It just goes to show that the RINO ("Republican in Name Only") is 
hardly an endangered species when it comes to state politics. Let's just hope these are the governors 

. .. 
I 

, that aren't whispering in President Bush's ear this week. 

The problem is the staff hasn't changed much from the days the Democrats dominated the governors' 
mansions.. Grover Norquist of the Americans for Tax Reform has for years tried to persuade 
governors to drop out of the NGA. He has had only limited success. But now is clearly the time to 
recognize that this is simply a "nonpartisan" organization that has long ago outlived its usefulness. 

' 
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(T!st because someone is really, really wealthy, doesn't mean that he is blessed with common sense. 
Earlier this week a handful of the richest people on the planet, including George Soros, Warren I 

Buffett, and Paul Newman urged Congress not to eliminate the death tax. More than 100 other rich 
people took out an ad this weekend in the New York Times, essentially saying "Please tax us!" Estate- 
tax advocates in Washington are exulting in the fact that even the natiqn's yacht owners don't want 
this tax repealed. 

The truth is that these fabulously wealthy Americans aren't being nearly as selfless as it may seem. 
Most billionaire families around today have long ago engaged in careful estate-tax planning-by, for 
examble, depositing their fortunes into family foundations, or' by creating generation-skipping trusts 
- to'escape ever having to endure the long arm of the IRS beyond the grave. 

Let's take the example of Mr. Soros. According to research by Brett Fromson of TheStreet.com, there 
are very few Americans who have been so successful at gaming our tax system as the billionaire 
financier. Many of Soros' investments are "off-shore" hedge hnds  that are often exempt from U.S. 
taxation. "Soros can afford to support high-inheritance taxes," writes Mr. Frbmson, "given the 
enormous personal income tax advantage he enjoys." 

1 

I 1 

I 

Now I personally have no objection to Americans engaging in legal tax avoidance. It's smart personal 
finance. But Soros shouldn't turn around and urge other folks to pay more taxes, when he personally 
finds so many clever ways to beat the IRS. 

The dirty little secret of the death tax is that the people who are clobbered by this tax are not 
billionaires. Typically they are ordinary Americans with medium-sized estates-the millionaire next 
door. I am talking about ranchers, farmers, and,self-starter businessmen and women. They are the 
risk-takers in our society who have spent a lifetime pouring sweat equity into their family-owned 
firms. They grow anguished and enraged when they discover that their reward for a life of virtue is a 
confiscatory death tax. 

Every year there are thousands of heirs who are forced to literally sell the family farm or business 
just to pay off their estate taxes. It's particularly unjust given that this tax is imposed on dollars that 
were already taxed during the deceased's lifetime (i.e., when the income was earned). 

Now Mr. Buffett worries that without a death tax America will become a society of pampered third- 
and fourth-generation inheritors hoarding their family fortunes without ever working for an honest 
day's wages or contributing to society. (The image of Ted Kennedy may jump to mind here.) But, as 
Professor Edward McCaffery of USC Law School points out, "If breaking up large concentrations of 

I '  
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wealth is the intention of the death tax, then it is a miserable failure." N.B.: The Kennedys and 
Rockefellers enjoy massive family fo&tneb despite the, estate tax. 

The death tax rewards the very life of J,3,vjsh, unproductive consumption it is intended to discourage.. ' 
This tax essentially. says to the elderly: 'Live high on the, hog; Wra yourself in ev ry  material 
comfort; Eat, drink, be merry.' You can't take it with you, and you an't .leave most f i t  to your kids. 
So your goal is to die.broke - the ultimate form of tax avoidance. Meanwhile, the ugal men and 

. women who scrimp and save and selflessly amass a legacy to leave to their children, gets clobbered# ' ..,, .] ... 
by a death tax that allows the IRS to pilfer more than half of their life's earnings. Through the death 
tax, ~ 7 e  reward vice and punish.virtue; Just where is the tax fairness in that, Mr. Soros? Mr. Buffett? 

. . 

I .  

B B 
' . ' 

. . Mi. Gephardt? 

One riposte from the billionaires is thatif we were to get rid of the death tax, it would destroy private. 
charities. But there is ample evidence showing that charitable giving is far more influenced by the 
degree of economic growth than the value of charitable tax deductions. In the 1980s, the value of 
charitable deductions fell by almost half, but charitable giving soared. It's insulting to say that 
Americans give to their churches or the Red Cross or the Salvation Army because they want a tax 
break. True, without the death tax, there would be fewer Ford and Rockefeller Foundations, but given 
how these Foundations have misspent monies in recent decades, that may not be such a bad thing. 

George W. Bush is right to demand the end to the death tax. We consider ourselves to be the freest 
nation on earth, but we currently have the second-highest death tax in the industrialized world. Many 
nations that lean closer to socialism than our own, such as France and Sweden, impose much lower 
estate taxes than we do. What's more, this confiscatory tax collects a meager 1.5% of total revenues. 

. 
I I 

Some studies have predicted that we ~7ould get more tax money, not less, if we abolished the tax. 
George Mason University economist Richard Wagner, an expert on federal tax policy, has come to 
precisely this conclusion. He says that because the death tax channels billions of dollars of capital 
into economically-unproductive and complicated tax-shelter schemes, the tax actually reduces 
economic growth and thus costs the economy jobs and tax revenues: The death tax, of course, is not 
bad news for every industry: There are thousands of tax lawyers and crafty accountants whose 
lhelihoods depend on preserving this tax. 

I find myself in the unusual situation of siding with Hillary Clinton, not George Soros, in this debate. 
Last fall, while campaigning for the Senate in New York, Mrs. Clinton said: "YOU ought to be able to 
leave your land and the bulk of your fortunes to your children and not the government." Fortunately, 
three out of four Americans agree with her. 
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1 he latest Congressional Budget 'Office budget-surplus numbers are a nightmare for anti-tax cut 
Democrats and moderate Republicans. Just to. review the numbers: The budget 'surplus is $5.6' trillion 
over 10 years. (Once again, immodesty compels me to note that Larry Kudlow and I were right and 
almost all the left-wing Democrats who said that rumors of surpluses are greatly exaggerated were 
wrong. I mention this, because those who have been wrong for five straight years continue to say t 
the surpluses aren't real or won't be as big as expected. 'That's their story and they're sticking with 

. 'i 

Now, there are several important policy consequences of these new surplus estimates. 

First,'they make a powerhl case for a bigger Bush tax cut.  la^ Hunter, the smart supply-side ' 
economist who works for Empower America suggests that Bush should pull a Clinton. In February of 
1993 Bill Clinton said: "Oh my gosh, the budget deficit is much worse than I thought, we need a 
much bigger tax increase than I campaigned on." Bush should say: "Oh my gosh, the budget surplus 
is much bigger than I thought. We need a much bigger tax cut than I campaigned on.'' For Bush to do 
this would have the extra benefit that he would be telling the truth, whereas, of course, Clinton was 
lying. 

The budget surplus is now a whopping $1.5 trillion HIGHER than when Bush devised his tax plan 14 
months ago. Circumstances have changed making the case for a bigger tax cut all the more 
persuasive. Even if we lay aside all the Social Security surplus, then we still have $3.1 trillion for tax 
cuts. That's twice the size of the Bush tax cut. We need to start lock-boxing (am I the first to use that 
tern as a verb?) all extra surplus dollars for tax cuts. 

Second, Republicans need to worry about the latest Democratic trap of setting aside all the Social 
Security and all of the Medicare surplus dollars for debt retirement. This is a terrible idea. Economist 
David Malpas of Bear Steams tells me that if the GOP does that, by about 2005, the federal 
government would have to start buying up assets from the private sector. Very bad idea! In fact, 
when I testified before the Senate Budget Committee on February 8th, sitting down the table from me 
was Alice Rivlin arguing that we should have the federal government buy up private assets. While 
the rest of the world is moving toward divesting government-owned assets, the U.S. government 
would be moving toward Uncle Sam owning private assets. 

I 

r 

- 

I 

The only way out of the box is to grow' the tax cut. As has been reported on NRO, the best tax bill 
before Congress now is co-sponsored by Pat Toomey, Paul Ryan, Jeff Flake, Mike Pence, and about 
20 other House members who want a Bush-Plus agenda. They seek the immediate repeal of the death 
tax, the income-tax-rate cutbacks accelerated, and a capital-gains cut. All Republicans should 
embrace the plan that would bring the, tax cut number to $2.2 trillion. , 

' , 
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Even if all of the operating budget surplus is corralled for tax cuts, this still leaves $2.5 trillion of ' 

surpluses in h e  Social Security fund. Wbt''is to be done with that money? The entire Social Security 
surplus should be devoted to personal retirement accounts. This would allow Americans to store , 
away about three percentage points of tli,eir payroll tax payments into IRA accounts. This would 
lower long-term unfounded liabilities of the Social Security systed and raise retire 
young workers. It would also allow the burden of the national debt b fall to below 
the first time since the 1920s. 

I 

I 

' I , .  ' 

If the GOP would follow this strategy, everybody goes away happy, except the congressional. . .  

appropriators. 
' . 

1 - 1 9  
. .  
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McCain Is Right, Bush Is Wrong 
Well, on this issue. 

By Stephen Moore, president of the Club for Growth 
I February 1,200 1.925 a.m. 
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u o h n  McCain has some pretty cockeyed ideas about cleaning up the campaign-funding system in' 
Washington, but he has one very good idea that the Bush team has foolishly rejected. McCain hds 
proposed that any firm selected for a Commerce Department trade mission should "voluntarily agree 
to a ban on political contributions to candidates for six months." When I'first heard the idea, I thou  ht 
it was brilliant. Finally, someone was doing something to prevent the Commerce Department from 
being turned into a cash register for the party in power. It also makes a lot of sense because 
Republicans need to shake the image that this is a political pcirty of, byj and for corporate America. 
The McCain idea would be a nice symbolic gesture to voters that this administration-unlike the one 
they just replaced - isn't for sale to the highest corporate bidder. 

I t  ' v 
v 
c3 
P*.. 
e4 I $ 1  

I 

I 

But the B,ush team doesn't see it that way. Don Evans, Bush's new secretary of the Department of 

wouldn't work because it would exclude so many qualified companies from participating in trade 
missions. Of course, that's precisely McCain's point. 

Don Evans is a sensible and well-meaning man, but his response to the McCain idea is quite 
discouraging. First, of all, lest we all need reminding in this new era of compassionate conservatism, 
there shouldn't be a Commerce Department. My studies with Steve Slivinski at the Cat0 Institute 
have shown time and again that this Cabinet agency is the epicenter of the corporate-welfare state. 
Republicans were dead on when they argued in 1995 that this agency should be boarded up. If there 
has to be a Commerce Department, there at least shouldn't be anymore of these trade missions. 
Defenders of White House trade missions confuse free trade (a very good idea) with government- , I  

arranged trade (a very bad idea). 

We at NR and NRO are adults so we can state what everyone knows to be true, but no one likes to 
say in polite company: The primary purpose of Commerce trade missions is to reward corporations 
for their generous campaign contributions. This is precisely why the Bushies have rejected the 
McCain proposal. After all, what's the point of giving CEOs the royal treatment on chartered trade 
delegation trips, and placing them in the first class aisle seats, if you can't shake them down for 
money soon thereafter? It's basically a cash-in, cash-out system. It reeks to high hell. 

Corporate Welfare.. .er.. .I guess it's still officially called the Co,mmerce Department.. says the plan . 
I 

- _  - - _  - 

The Clinton administration, of course, under the late Secretary Ron Brown, turned these fundraisers 
in the sky into an art form. Republicans rightly called foul at how an entire Cabinet agency had been 
converted into a subsidiary of the Democratic National Committee. Brown was practically selling 
seats on his chartered planes to the highest Democratic bidders. 

Could it be that the Republicans want to do precisely the same thing, now that they control this 
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corrupting agency? The idea of a six-month ''voluntary ban'' on contributions to the political parties 
or candidates for films selected to partiHj$aie in trade missions is hardly a draconian requirement. Mr. 
Evans seems petrified that this contribution ban would lead to a lot of empty seats on these round- , 
the- world excursions. 

, 

w.1;1, b : 

\ :  \ 

Maybe it would mean they would have to cancel some of these tradk missions altog&ther! . 
I 

. You see, I told you McCain was on to something here. 
I 

I ,. ' 

. 
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Wha.tever Happened to Sportsmanship? .. I 

A lost commodity. I .  

By Stephen Moore, president of the Club for Grow&'& N& contributing editor' 
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Perhaps  you saw the story last week of a high-school basketball player from Camden High in New . .  
Jersey who scored 100 points in a game. His name is Dajuan Wagner, son of former Louisville star 
Milt Wagner.' At first. the story may 'seem an admirable athletic feat. In truth it's just the opposite and 
underscores the dekline of sportsmanship in America today. 

, , , 

. .  . . 
I .  I 

. .  
. .  

The story 'has rightly caused a bit of a fury in high-school basketball circles; 'so here's, the quick 
. I  

I 
I . 1 .  

. I . '  ' _ .  
background. 

Camden pressed the highly outmatched Gloucester High throbghout the game, forcing turnover after 
turnover - which were converted into easy lay-ups by Wagner (though he also impressively had 10 
three-pointers). The final score of the game was 157-67. Wagner played the entire game save for the 
last f o b  minutes after he netted his 100th point. 

It's an individual record that makes one think much less, not more of Wagner, who is ranked one of 
the top three prep stars in the country this year. Even worse is Camden's pompous coach Glen 
Jackson. When asked about the 100 points scored, Jackson-answered: "Why should I apologize for 
him having a great game?" The opposing coach, Bob Sweeney complained: "What bothered me was 
that they pressed us the entire game. We're all competitive, but one of the miin things is to teach 
sportsmanship." 

That's just the point. Sportsmanship is becoming a lost commodity in American sports today. 
Wagner's century mark wasn't achieved in the spirit of competition, properly defined, at all. If one 
team is completely outmanned, then there is no competitive environment - in fact, it's hardly even a 
game. To keep piling on points when the game is safely in the bag, isn't to compete, it is to hurpiliate. 

Another high school player, this one in Texas, scored 100 points earlier this year. The final score of 
that game: 178-28. What kind of coach lets his team win by 150 points? 

1 ,  

I 

I 

I 

I 

, 

I 

' I  

! .  . .  

I 

We see this problem also in college football, where the rating system idiotically takes into account 
margin of victory, which encourages the Nebraskas .and Florida States to pile on the points at the end 
of a game. Nebraska threw a trick flea-flicker pass against Northwestern in the Alamo Bowl w h e n  the 
Huskers were up by 35 points in the late 3rd quarter. Why? 

. 

One of the problems here is that we've become a nation of front-runners. Anybody can hit a shot up 
by 20 points, but how about when it's tied with 10 seconds to go? The true athlete and champion 
elevates the quality of his game under pressure. This defines the remarkable brilliance of a Michael 
Jordan, Pete Sampras, or Tiger Woods. Each of these three champions has been a joy to watch 
precisely because they some how find a burst of adrenaline that lifts them to new heights under 
intense adversity and pressure. 
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. .  What would have been much more impressive than Wagner scoring 100 points is if he had 
voluntarily taken himself out of the garfE"2it'half time, since his coach didn't have the common sense . ' 

to sit him down. 
. 

. 1 .  

V'I,,, ..: 

The National Federation of High School Associations reeofd book 
"records should be attained in the spirit of competition - not. by 
that if Wagner's name appears in any record books, they at the 

I . .  

Wagner's name. I 

. I *.. ' 

Oh and by the way, Dajuan: pass the ball, for heaven's, sake! 

I 

. .  . .. 
I 

I 

. .  
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Happy New Year! You just lost $5,000. 

By Stephen Moore, president of the Club for Growth & NR contributing. -': . .  

editor , I  

L a s t  week I, like millions of other Americans, received my 
mutual-hnd statement for 2000 in the mail. It read,something like 

. . .  , 

' . ' 

this: Happy New Year! You just lost $5,000. Ouch! . .  

Yes, the economic slowdown is finally hitting home. Most of us 
have become so accustomed to double-digit percentage increases in 
our retirement nest, eggs during the 1990s that it seems. those gravity 
defying rates of rehuns'ixe a quasi-entitlement. To actually lose ' . 

money feels like being a victim of armed robbery! 

Alas, I'm not alone. In the last six months Americans have lost 
more than $1 trillion in financial wealth. Those are mountainous 
losses: larger than the entire GDP of all but a handfil of nations. If 
you're unlucky enough to have heavily invested in Internet stocks, 
you're experiencing a family financial depression. X recently 
reported on the returns on the 10 Internet stocks with the largest 
market caps in January 2000. The average return in 200. was a 
negative 45 percent. Here.were the returns, for some blue-chip 

. .  

, 

stocks. . .  

These days the paramount question on the mind of most investors 
- and that's now about 85 million of us - is: What's George W. 
Bush going to do to get our mutual funds back in the black? Herein 
lies a big problem: The single most effective policy tool to revive a 
sagging stock market, particularly for the high-tech firms that have 
tanked the most, is a capital-gains tax cut. Yet the Bush economics 
team has strangely not yet called for capital-gains tax relief in their 

' trillion-dollar tax plan. 

This is a nearly unforgivable oversight, because the evidence is so 
compelling that the last capital-gains cut had universally favorable 
economic and fiscal effects. In 1997 the congressional Republicans 

' 

' I  

I 

, , [ . I .  

. .  

_ .  
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I 

I 
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, .  
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enacted a reduction of the capital gains tax from 28 to 20 percent. 
Here's a quick revi.E;,\rJ Qf what happened. 

The latest tax collection data from the Treasury Department 
indicates that capit'alillgains revenues have exphpded. In 1996 t e last 
year with the 28 percent rate, the government llected $62 bil 'on 
in capital-gains receipts. Since then, in '97, the .ate has been at 0 
percent, and receipts have risen from $79 billiofi in '97 to $89 a I 
billion in '98 and to an estimated $1 10 billion in '99. 

The 1999 estimate is based upon IRS tax withholding data collected 
by ING Barings economist Larry Kudlow. In the three years since 
the tax-rate cut, the tax receipts are up an astonishing 74 percent 
even though the tax'rate is down by almost 30 percent. This is the 
legendary Laffer curve (lower {ax rates equals more revenues) in 
spades. To be sure, in 2000 the'revenues from capital gains will be 
down, but still a lot higher than in 1996. 

The capital-gains tax cut corresponded with two other positive 
economic trends. First, risk capital fbnding for n,ew business start- 

br?l 
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ups.increased by nearly 50 percent between 1997 and 2000. If we " 

rch. want an investment-led recovery, then capital-gains cuts h e  crucial. 
I 

Second, the stock market soared after the capital gains cut of 1997. 
In 1997, for example, the Nasdaq stood at 2,400. Three years later it 
was at 5,000. It now sits at below 3,000. Nothing could pull the 
Nasdaq out of its gloom more efficaciously than a tax rate cut made 
retroactive to the beginning of 2001. 

4 ' 

Why should we expect lower capital gains tax rates to inspire a 
chain reaction of greater investment spending and higher asset 
values? The straightforward answer is that when Congress chops 
the capital-gains tax, it increases the after tax rate of return on real . I '  

"assets (like plant, equipment, and technology) and thus the value of 
the stock rises. Remember: a capital gains tax is merely a punitive 
second layer of tax: the value of a capital asset is no more nor less 
than the discounted present value of the revenue stream it produces. 
Under a'rational tax system, we would tax the income stream or the 
asset value, but not both. 

' . 
. 

. . 

, 

.- . . 

I The biggest obstacle to another rate cut to 10 or 15 percent on 
capital gains is the Joint Tax Committee (JTC). You see, the JTC 
still uses an obsolete economic model when it tries to predict how 
much a capital-gains tax cut will cost. It's called static revenue 

predicted we would Zose $75 billion if we cut the capital-gains tax, 
when the Treasury's actually gained about that much in receipts. If 
you were to take a plane trip from Chicago to Detroit and somehow 
ended up on a different continent, you'd be dealing in roughly the 
same magnitude of miscalculation. Unfortunately, the JTC is still 
using the same garbage-out model. Ask them what happens if we 

1 

scoring and it produces absurd results. Back in 1997 the JTC model 1 

* 
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now cut the tax-rate to 15 percent and they reflexively respondthat : 
I the government loses revenue. , .  . .  

. . .  .: . a , ,  :. 
. '. - .  . .- . 

. . .  
. ' 

Bush should insist that the rate be lowered iinmediately and that the. 
JTC use a model that actually has some predictive power in ternis;.:. 
of the impact of the rate cut. Thel tax should also be indexed"for 
inflation as a matter of basic tax fairness, ,:'., . - .  

. .  . . .  
. 

A' I 

If the market doesn't turn a&hd soon, there will be hell to pay: in . . _  
the elections of 2002 - and 8epublicans will be the target of: voter .. 

1 .  

. . .  . .  

, , .  . I '  

_.-.. -. . , . 

. q  
. . .  

. .  . .  

agitation. Mr. Bush should seize the moment and doggedly press 
for deeper capital-gains tax reductions .with indexing .for inflation. 
The new president not only has history solidly on his side - but .. 

also 75 million nervous investors, as well. 
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Dear W. \ :  : * \ .  Unsolicited tax-cutting advice for the president-elect. 

By Stephen Moore; president of the Club for Growth & NR contributing editor 

' D e a r  w.: ' 

\,: 

Page 1 o f 2  

During your campaign for president when you argued for a big tax cut, the truth was we didn't really 
NEED a tax cut. It would have been nice and it woujd have been warranted as an anti-recession 
insurance policy. And you were riglit that taxes are way too high for a country enjoying peace and 
prosperity. And you were exactly right that cutting taxes is the best way to prevent new spending. 
But a tax cut wasn't economically essential. What luck! NOW a tax cut really is imperative. Fiscal 
drag is finally weighing down the economy in general and the high-tech sector in particular and a tax- 
cut rescue plan is urgently needed. The tax burden has risen from 18 to 21.5 percent of GDP in just 
the past 5 years. Last year, total public-sector revenue surpluses were $300 billion--that's about 4 
percent of GDP. Fiscal policy is way too tightly wound. 

If you don't cut taxes in your first 100 days, your presidency could be in trouble from the start. 
You've got to get the economy out of this rut before the wheels start sliding and digging the hole 
deeper. All your political enemies who advise you to shelve the tax cut for now, or to tone it down so 
it doesn't help the rich so much, (people like Bob Dole, for example) are giving you precisely the 
wrong advice. That is, after all, what one would expect from onels enemies. 

Even some of your political allies are serving up really dumb advice, In Friday's Wushington Post 
Denny Hastert is quoted as advising you to put issues like school funding, debt retirement, and 
hkalth-care reform ahead of tax cuts. And then as if an afterthought, Mr. Hastert says: "We can 

I 

. .  

' I  

I 

I 

. 

probably give Americans some tax relief to boot.'' Wow, Governor, you may be up against'some 
pretty dense thinking. (Let's hope that Mr. Hastert was misquoted - this wouldn't be the first time 
for the Post.) 

If anything, we need a bigger tax cut, not a smaller one, than the one you campaigned on. And 
features of your tax plan need to be refined given the new reality of economic slowdown on the 
horizon. 

So here are a few words of advice in hopes that your economics team is paying attention: 

1) Make the tax cut retroactive to January 1,2001. We need a supply-side fiscal stimulus 
immediately - not in six months or even 100 days. Making the tax cut effective 1/1/2001 will 

1 

I 
1 

trigger economic activity instantly regardless of when the tax cut is signed into law. t 

2) Eliminate the death tax immediately. The GOP Bill is flawed. It gets rid of the death tax in 1 0  
years. That'll never happen. Even Democrat Charlie Range1 wants the tax rate lower in the first few 
years than the namby-pamby GOP bill. Repeal the death tax - all of it right now. Estates should be 
taxed, if at all, at the capital-gains rate. 
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3) Cut fie capital gains tax to 15 percent now. There are two reasons. First, the last cap-gains cut was '. 

anunqualified success: higher revenues, more savings, md.a surge in asset values. All the arguments . - 
against the cap-gains cut are now demonstrably wrong. Second, .the cap-gains cut -would be the single 
best way to revive the NASDAQ , which as you know, is down more than.40 percent over the p a s t  

' 

year. 

4) Don't you dare give up on the income-tadTfate ,,Guts.' The rate,.cuts and .the death-tax repeal are the 
most economically beneficial features of the plaBi,1n the past 18 months Germany,.Japan, France, and 
even Russia have cut tax rates. The U.S. hasn't. Wat ' s  wrong with this picture? We're losing our 

, competitive edge. Tax-rate cuts must be a non-negotiable item in your, tax plan. Sen. Grassley, the ' ,'.. ' 

incoming chairman of the Senate Finance Committee says that you should promote populist tax 'cuts 
with Democratic support, such as marriage-penalty relief. But marriage-penalty relief is fine, but it : 
has no supply-side growth incentives. We need rate cuts. 

5) You need to make the switch to dynamic scoring of tax policy changes. Republicans have been  , 

complaining about static revenue analysis for 20 years. Now they can and must do something about  
it. The GOP now has control of the computers. Fix them. A model that predicts that when we cut th 
capital-gains rate, the Treasury is. going to lose revenue when in fact it gains boat loads of revenues s 

changes. This has to be done immediately. 

6) Enareal-income-bracket creep. Your tax bill must insist upon indexing the tax brackets for the 
increase in nominal income each year. This doesn't cost any money in the near term but prevents'the 
insidious hidden tax hikes that cause the tax burden to rise automatically over time by pushing m o r e  

' . .  . .  ' I  ' 

... . .. . - .  . .  . .  . .  

' .  I _. . 
I .  * . : . . .  

. .  . .  
, :  . . . _  . . 

. .  . .  . .  

worthless. Both Congress and the White House must make the switch to dynamic scoring of tax ' , e . :  
. .  

. ' ' . 

I , .  and more people into higher tax brackets. I .  

You've got a mandate, to cut taxes. Use it. 

I 
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Crane for Ways & Means \ 1 

Phil Crane never saw a tax-rate cut he didn't like. 

I 

. .  * a \ . ' .  
' I  

. By Stephen Moore, president ofthe Club. for Growth & NR contributing editor 

Page 1 of 1 

1 I .  ' 

lr he contest between Phil Crane of Illinois and Bill Thomas of California for the Ways and Means 
Committee chairmanship is turning into a much tighter horse race than anyone expected. Crane, the 
longest serving Republican in the House, has the seniority. Thomas says that Westerners ,are under- 

Clearly, the GOP needs someone who can advance tax legislation without buckling to the political 
pressures of the left. The Constitution states that tax bills must originate in the House. Whoever is 
Ways and Means Committee head is going to have to write' arguably the most important tax bill since 
1986. The economy is in dire need of a big tax cut - a lot bigger than George W. Bush proposed in 
the campaign. The economy is starting to feel smothered by a tax burden that has risen from 18 to 
21.5% of the GDP in the past five years. The financial markets have tanked o f  late. A capital-gains 
cut would instantly resuscitate the sagging NASDAQ. 

I 

represented in the leadership, and thus the tax-writing post should go to him. I 
I I 

I 

I 

But who will get it done? Who's the more reliable supply-sider between Crane and Thomas? The 
answer is that Thomas would be a good chairman. Crane would be exceptionally good. Crane's 30- 
year conservative credentials are stellar. He has a 92 percent lifetime National Tax Limitation 
Committee rating. The National Taxpayers Union gives him a lifetime grade of A (versus a C for 
Thomas). Phil Crane never saw a tax-rate cut he didn't like. He was a leading champion of Reagan's 
1981 tax rate cuts. He was for the flat tax long before it was cool. In the early 1970s he endorsed a 
flat tax of 10 percent. He says his top priority would be to drive a stake through the heart of the death 
tax. 

4 ' 

The liberal wing of the GOP that opposes Crane grouses that he lacks the political gravitas to run this 
committee effectively. They worry that he couldn't handle the lead Democrat on the Committee, 
Charlie Rangel, the rambunctious liberal from New York. Nonsense on both counts. Crane's track 
record indicates that he can very ably run this committee. For the past six years Crane has chaired the 
Trade Subcommittee of the Ways and Means Committee. Crane was a maestro in winning 
congressional support for NAFTA, GATT and China, free trade. That's an astonishingly bullish 
trifecta given the controversy surrounding each of these trade deals. 

- 

If Crane is bypassed it will'be an insult to fiscal conservatives and a blow to economic common 

. I  

sense. 
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Arch.er for Treasury 

- .. 
. .  , . . .  

He even fills helps f i l l  the,Dernocrat quota. 

By Stephen Moore, president of the Club for Grow&% NR contributing editor '. ' . 

e'l', , ' ': I . . . .  . .  . .  

. . .  . .  
,'a . . . .  ........... I 

' E d  Feulner of the Heritage Foundation is fond of saying that "people are policy.." 'He's; of course, ' -' 

right about that, as conservatives learned during both the Reagan and the Bush presidencies. George 
W. has pledged that he will'sun-ound himself with the best talent available, so thiscreates a mandate 
of sorts for Bill Archer to  be the next Treasury Secretary. 

Arguablyj the treasury secretary slot will be by far the most important position &he new 
administration. Bush's presidency will be judged on the economy, stupid. Did he keep the prosperi 

. . . . . . .  
. .  

. .  
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(-4 . .  
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. .  T,! going? Did the stock market rally of the past 18 years continue? 
' . .  

To make sure that the good times continue, Bush must get his tax cut through Congress. He m u s t  win 
quick legislative approval for his Social Security choice plan. He needs someone a) who has d e e p  
conviFtions that these plans are the right one's for America and b) has the relationships in Congress to 
navigate the president's agenda through the shark infested wat'ers on Capitol Hill. I 

Bill Archer is one of the most admirable and admired men in Washington. I don't mean that to sound I 

like a backhanded compliment - as though he's the sanest inmate in the asylum. Archerk supply- * 

single-handedly bullied through Congress the 1997 capital-gains tax cut. He fought valiantly f o r  cap- 
gains relief even after the GOP leadership was ready to cave in to the left's class-warfare rhetoric. 
He's an unflinching free trader. He loathes the death tax. He helped pass the most important social  
legislation of the past 40 years: welfare reform. He believes solemnly in sound money and is an 
inflation hawk. 

' side'tax credentials are also impeccable. As Ways and Means Committee Chairman, he almost 

In 1983 he was one of the most vocal opponents of the Social Security tax increase that "the 
Greenspan Commission recommended and the Reagan was hoodwinked by his'disloyal advisers into 
endorsing and passing. He was one of the most effective critics of the Bush 1990 tax hike and the 
Clinton 1993 tax heist. 

h a t ' s  not to like? I 

In December 1994, he nearly gave the entire Washington press corps a collective coronary by 
announcing that as the incoming chairman of the Ways and Means Committee he wanted to scrap the 
income tax. There's not a more dogged advocate of overhauling the tax system. There's also n o  one in 
Washington who understands the tax system the way that Archer does. (Archer actually fills out his 
own tax forms!) In 2002 tax reform should be a top national priority for Bush. 

I 

Michael Barone writes in the Almanac of the American Politics that "Archer has one of the most 
conservative voting records in the House.'' He'also notes that Archer is "punctiliously loyal to his 
convictions" in a town where convictions are an endangered species. I've told Archer that his record 
of accomplishment is so impressive that he almost makes me want to reconsider my support for 

. I  

. .  

I 

. .  

. .  . I  

. .  
, 

. . .  
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congressional term limits - almost.' And by the way, Bush says he wants to fill some Cabinet slots 
with Democrats. Bill Archer was a Dedl'B&i!t when he first came.to Congress in the early 1970s. .. . 

I .  

One of Bill Clinton's shrewdest Cabinet.,appointments was another Texan, Lloyd Bentsen;, ' 
Bentsen, the former Finance Cormnittee Chairman in the Senate, 
early legislative victories in Clinton's first term. Bush needs 
has several distinguished Wall Street CEO's that want the 

securing the 

. I , .  ' 

champion. Bush would be foolish to let talent like this go to waste. 

I 

. .. 
I 

. .  . .  
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._ . . 

. I '  
I .  

http://web.archive.org/web/2OO 10 126 17 1 1 OO/www.nationalreview.com/balance/balancepri ... 5 /  1 6/2005 



. .  
I 

1 

Stephen Moore 
I 

Page 1. of 1 

I .  

! i .  

. 0 .  
. .  

. .  - .  .. . ---: 

. ' . q  . .  
. .  . 

. .  
. '. , 

. . ... : .  .. . . .  

. .: .:_ ' . .. 
11/09/00 8:45 a.m. 

Growth economics kept tlie House in GOP hands. 

By Stephen Moore, president of the Club for Growth'& Nkcontributing editor ', 

. I  

. . I  ' 

I 
._:.. ' . , . .  . . .  . .  

Club Wins! 
.*- , . 

i :', I - . .  . .  
.. . . . .  

. . .  
. .  . .  

I . .  

. .  . .  
@'r , , ' ': 

. ... . 
I I , .. . 

, .  

ho says economically conservative candidates can't win? Even in this strange political ' . ' .' 

environment, in which strong ideological convictions are perceived as a liability, .pro-growth .. 

candidates can prevail. 

Last night, the Club for Growth won 10 of 16 races, including six very tight'Houseraces that were. 
critical in ensuring that the GOP held the House. These victories in tight battleground districts . 

provide some pretty compelling evidence that Republicans can and do. wi'n when they run on an 
economically pro-grad agenda. of tax cuts, Social Security choice, free trade, and smaller 
government. 

They also underscore the success of the Club for Growth model of bundling contributions from our' 
1,500 venibers to outstanding candidates who find themselves locked in tight but winnable races. 

The 6 Club for Growth candidates who won tight (and,in some cases, upset) victories were:.Melissa 
I3art of Pennsylvania, Ric Keller of Florida, Mark Kirk of Illinois, Mike Pence of Indiana, Denny 
Rehberg of Montana, Mike Rogers of Michigan, and Pat Toomey of Pennsylvania. Earlier this year, 

. . I  - ... , . . .  

, . '... . .  . . 

' 

. , I  ' - .  

I '  

I .  

I 

I 

the Club helped lift Reagan conservative Jeff Flake to victory in a crowded primary. Jeff won with 54 
percent of tlie vote yesterday. 

Alas, we lost some nail-biters. Senator Spence Abraham of Michigan was a terrible loss. John Koster 
of Washington State lost by less than 1,000 votes, but with absentee ballots he may yet be declared 
the victor. If we can double our membership by 2002, we'll win these nail-biters next time around. 

I 

' I !  

I 
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towards libertarian Harry Browne. I can't wait for the 2012 election when the Moore family can 
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My Wife Canceled out My Vote \ 
, .  * .  . \ We might as well have stayed home. 

.By Stephen Moore, 'president of the Club for Growth & NR contributing editor ' .  

I 

. .  

Page 1 of 1 

I 1 .  . 

. .  

-]I think I'm in the same predicament as millions of other married couples in America today. 

My wife voted against every candidate that I voted for. And my livelihood depends on the outcome 
of this election. But she doesn't see the case for W. Bush and George Allen as all that persuasive. . 

While we were in line at the voting booth this morning she informed me that she had finally decided 
to vote for Chuck Robb. Good Lord! "why?" I asked, stunned. .Because of that Sierra Club 
commercial showing that Allen allowed all that toxic waste to be .dumped in the rivers. 

. .  

. .  : 

; I  4 

. .  

Women are so00 malleable! No wonder there's a gender gap. 

I i "Honey, they lied," I say. "And anyway, you're the one who always complains about negative 
advertising. How can you be so persuaded by it?" . I 

'!But Gore and Robb care about the concerns of working women," she exclaims. Now I'm getting 
exasperated. "Yeah, well if Gore wins, you're going to be a working woman who has to work a lot .  
harder." It gets worse. I voted against all the school and environmental bond initiatives.. She voted for 
them all! "I like parks," she says to defend herself. "How do you feel about higher property taxes?" I 
ask. 

I 

.- - 'Qe bottom line is that the Moore family's impact on the election this year was a wash. We might as 
well have stayed home. I 

http://web.archive.org/web/2OOO 1 1 080756 1 5/www.nationalreview.com/balance/balancepri.. . 511 612005 
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I . ' . .  . . .  .. . Post-Halloween .Tale of Terror . .  

S pea lie r G e p h a r d t ! 

By Stephen Moore, president of the Club for Growth & NRl'contributing editor ' 
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he odds of the GOP holding the House seem to be improving with each passing day. But what  if ' 

they don't? A Speaker Gephardt scenario would be unquestionably bearish for stocks and the . :. 
economy; We'd also be looking at a potential murderer's row of anti-business lefiiwingers with 
gavels in their hands - ranging from Charlie Range1 heading the Ways and,Means Committee to 
John Dingell back in. charge at Commerce. . ' .  

' ,  

, :. 

I 

. .  

Clinton in the White House and the Republican majorities in Congress. preventing him from screwi g ' 
For the past six years we've had an extremely benign pro-growth political environment of  Bill 

things up. It's been six years of productive gridlock. But a Speaker Gephardt scenario could disrupt 
all this. . . ' " . m i  

1' 
Gephasdt is the unrivaled leader of the Left in the House. He had a perfect 100 percent rating f rom 

. I  

. .  

. .  

. .  I 
I 

1 

. . . .  

the AFSCME (American Federation of State, County and Municipal Employees), America's largest 
public-employee union. By contrast, Gephardt received a 0 (zero) rating from the conservative 
National Federation of Independent Businesses, the nation's leading small-business lobbying 
organization. National Journal gave him a 79 for liberal votes on economic policy (the highest 
possible score for the 105th Congress) and a 0 (zero) for conservative votes. He led the protectionist 
squad against NAFTA and opposed free trade with China-though not aggressively. He says that 
Americans who are rich have "won the lottery of life." 

r 

r 

A Republican Congress has been kind to investor-class Americans. In the six years since Republicans 
took control of Congress in November 1994, the stock market has tripled in value. Interest rates have 
fallen by 130 basis points. The unemployment rate has fallen by 2 percentage points. 

. 

Clearly the more radicalized agenda of the Democratic House members could roil financial markets. 
A Gore-Gephardt scenario would be most unsettling of all. I still expect the GOP to narrowly ho ld  
the House, but Republicans should be warning voters of the bearish alternative. 

I 
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Be Very Afraid 4 
A1 Gore is economically dangerous. . .  

. .  * .  , \ \ .  ' .  

. By Stephen Moore,'president of the Club for Growth & NR contributing editor 'b 

Page l ' o f 2  . . 

. :. . .  

. . '  

I 

. .  

. .  

l 've long been a lukewarm supporter of George W. Bush. I was a Forbes supporter earlier this year, 
thus keeping my record of backing four losers in the past four GOP presidential primaries: Kemp in 
1988, Bucharian in 1992, Forbes in 1996.,and Forbes in 2000,I'm:the Woody Allen of American 
politics: Nobody wants to j0in.a club or campaign that I'm'a member of. 

I suspect that conservatives who believe that W. is the long-awaited messiah for the conservative 
movement are likely to be disappointed. We have here another ease of'the triumph of hope over. 
experience.' If Repubiicans sweep the White House and Congress, on Tuesday, I'm betting the budget 

1 . '  . 

. .  : 

. I  
I 

will grow faster over the next four years than it has grown over the past four. 

The GOP is not an anti-big government party any longer and the Texas governor is not ananti-big- 
government candidate. Just listen to what he has said in the debates! 

So, why Bush? The big enchilada issue to voters in this election is: Who can keep this bullish 
prosperity going? This expansion began 18 years ago under the policies of Ronald Reagan. Reagan 
cut taxes, conquered inflation, ended the ruinous build-up of the welfare state, and promoted pro- 
business policies. The result: the greatest era of wealth creation in world history. The Dow Jones has 
soared from 800 in 1982 to more than 10,000 today. To match that over the next 20 years, the Dow 
would have to go to 120,000 by 2020. We can do it if we pursue the right economic agenda. 

* 

I 

Gpv. Bush is head and shoulders above Mr. Gore when it comes to two critical economic issues. .- - 

First, on taxes, Bush will cut them; Gore probably won't - at least not enough that you would notice. : 

Bush has. proposed dedicating about one-third of the budget surplus to tax cuts. (That should be 
loo%.) Still, he would cut the top income tax rate from 39.6 to 33 percent and the lowest rate fkom 
15 to 10%. Bush would eliminate the unfair death tax and the even more indefensible marriage- 
penalty tax. The Clinton and Gore administration inexplicably vetoed tax bills that would have ended 
these taxes this year. 

, 

I 

Instead of cutting taxes, A1 Gore wants to launch one of the biggest spending sprees in recent 
memory. The precise total for A1 Gore's risky spending schemes comes to $1.64 trillion through 
2010, or almost $15,000 for every household in America. Wouldn't you rather just have this money 
to spend yourself? A1 Gore makes Michael Dukakis and George McGovern look like penny pinchers 

' I  
I 

I in comparison. 
I 

There's one other big economic issue that separates Gore and Bush. That is Social Security reform. 
Bush wants to permit young workers to invest at least a portion of their payroll taxes in private IRA 
accounts. This would, give even the lowest-income workers a chance to become owner/capitalists. 
The rate of return on Social Security is a puny 1 to 2 percent. Young workers know they can do a lot 
better than that investing themselves. Gore opposes private accounts and wants to preserve the New 

e 
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Deal era pay-as-you go system that will soon be teetering on the brink of bankruptcy. .. Gore , . - - says. , .  . . . . ' . .  
. . - . q  

. .  . . . .. . 
. .  

. .  , . .. 

. .. . .  - . .. 
private accounts are "too risky.". . . . 

. .  . .  .. .. . 
A modernized private-retirement-account: system for Social 'Security would give-.workers more ' .  

economic freedom and more individual choices about the.ir own retirement future. Combine this with. 
tax rate reductions and America's economy can continue to. be the wonder of the world for ,the next 
decade at least. George W. Bush's economi?plag i s  visionary,,progressive, and:pro-growth., . . 

': 
. 

. .  . . . .  . .  . .  . .  .. . 0.l' ' , ' 

As ah economist, I'm most, often asked: What co,uld bring this U.S. economy to akcreeching . .  halt? '._ . 

I The answer: A binge of new spending and taxes 'out of Washington. That's why.Al Gore is . 

economically dangerous. His trillion and a half dollar agenda to nationalize day care, health care, ' 

education, crime fighting, transportation policy, health care, zoning, and traffic patterns . . is the'nanny 
'state back with a vengeance. 

We might be able to survive four years of Gore's government expansions. But why take that risk? . 

' 
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Horn of 
Plenty . .  

dox . .  ‘ I  

‘ The Progress Paradox: How Life Gets 
Better While People Feel Worse, . 

by Gregg Easterbrook 
(Random House, 400 pp., $24.95) 

S T E P H E N  M O O R E  

REGG EASTERBROOK has 
written a book with one 
major flaw: What’s right in 
the book isn’t new and 

what’s new isn’t right. 
Thd#first half of the book is what’s 

right. Here Easterbrook, a senior editor 
of The New Republic, chronicles in 
entertaining detail the multitude of ways 
in which life in America gets better all 
the time. Americans today have better 
health, more wealth, greater safety (even 
in the new age of terrorism), better nutri- 
tion (in fact, too much nutrition), more 
leisure time, cleaner air and water, and 
just more stuff to play with and keep 
them entertained than any earlier genera- 
tion. In fact, there are an estimated 80 
billion people who have ever lived on 
this earth, and Easterbrook ‘calculates 
that even poor Americans have a better 
material living standard than 99.4 per- 
cent of them. To have been born here and 
now is to have truly won the lottery of 
life. 

There’s no getting aroundit: We’re a 

Mr. Moore is president of the Club for 
Growth. 

spoiled society. We have access to trea- 
sures GW’o$ulence that were far out of 
the reach of our ancestors: fresh straw- 
berries in March, toys for our pets; lim- 
ousine‘&bice for our teenagers going t 9  
the prom, and Kenmore dishwashers. 

now can purchase modern antibiotics 
and vaccines-costing just  a few 
dollars-for asthma, smallpox, polio, 
arthritis, and tuberculosis: diseases that 
once relegated millions of people to mis- 
ery, wheelchairs; and premature death. 
Accoiding to Easterbrook, Americans 
now spend more money on Jet Skis, 
yachts, and other recreational watercraft 
than the entire GDF? of North Korea. 
“Gas-station minimarts now sell caber- 
nets and chardonnays far. superior to 
the wines drunk by themKing of  
France”-now that’s opulence. We. have 
become such an aMuent society that the 
new definition of a “need” in America is, 
in the words of George Will, “something 
we have wanted for 48 hours and still 
don? have.” There’s an old saying that if 
you must be poor, the United States is a 
good country to be poor in. Thank you, 
capitalism. 

Easterbrook rightly sneers at the crass 
and preposterous things our consumer- 
driven society sometimes spends money 
on, but he has more contempt for the 
crisis-mongers in media, academia, and 
government who chronically complain 
about American life. He ridicules the 
daily, sensationalized news reports of 
“poison in the water,” lost forests, the 
health crisis, or whatever the calamity du 
jour happens to be. Our, latest societal 
amiction is “choice anxiety”: so many 
things to choose from and so little time. ’ 

Conservatives won’t be shocked to. 
learn in this book that much of the nega- 
tive information the press spoon-feeds 
us about America is not true. Indeed, 
most of the trends and data Easterbrook 
puts forward come from the work of the 
great Julian Simon-who made all 
these points throughout the 1970s, 
198Os, and 199Os, when almost every 
“expert” really believed the scaremongers. 
SO it’s highly disappointing to find in 
this book exactly one minor reference to 
Julian Simon. When a writer’ stands on 
the shoulders of a giant, he really ought 
to acknowledge his presence more forth- 
rightly. 

In the book’s second half, Easterbrook 

with 16 settings. Most vitally; Americzlns \ , 

discusses the economists’ conundrum 
of whether getting richer makes us hap- 
pier. There isn’t much evidence that 
Americans are more satisfied with th’eir 
lives today t an in the 1950s, an era 
when our par nts didn’t have VCRs, 
$800 designer eapots, treatments for 
cancer and hear disease, cleaner air to 

ents and grandparents may have bein 
just as happy as we are, the evidence 
does show they were more bored. Our 
ancestors slept a lot more than we did, 
because there was nothing else to do at 
night.) To defend this idea that money 
do e s n ’ t buy hap p i ness , E as t e rb r o ok 
points to data showing that chronic 
depression is a bigger problem in our‘ 
society than ever before. Count me a 
skeptic on these data: First, you’ve got a 

breathe, and ‘i so on. (Although our,par- 

I Hunting Park, Philadelphia 

They came and carted off my carousel, 
Tore out its horses and gold chariots, 
Its lions and gilt mirrors ‘and huge wheel 
Of grease that spun the zodiac around; 
Each hand-carved piece went to the 

To please collectors of such artifacts; 
For everythingmust pay its way, they say, 
And carousels are definitely pass6 . 

And have no business id a public park. 

auction block 

I liked to walk there on warm afternoons 
And hear its ancient scratchy phonograph 
Playing fantastically outdated tunes ’ 
To the delight of children whirling round 
In a bright vertigo of sight and sound. 
The carousel became the axle-tree ’ 

Of my entire little universe 
As cosmical as Merlin’s Table Round. 

The building’s left, deserted like a tent, 
Nailed, boarded up to hide the void inside, 
Its wooden navel sticking in cold sky. 
I wander there like someone lost, bereft, 
Watching the kids play soccer to loud 

cries. 
’ I wonder still about my animals. . 

-RICHARD OCONNELL 

54. . NATIONAL R E V I E W / F E B R U A R Y  23, 2004 . 
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reporting bias. Nowadays, it’s almost 
chic to be depressed. In any case, as with 
almost every disease, if you have to be 
depressed, ‘much better to be living 
today than 50 or 100 years ago, before 
modem chemical treatments for depres- 
sion made the condition much more 
bearable. 

Also, as’an economist, I’m a bit of a 
skeptic on Easterbrook’s “paradox’ of 
progress” argument. We economists 
believe in “revealed preferences”: If you 
choose something voluntarily, then-we 
assume-you are better off. If getting 
richer and having more and more things 
doesn’t make us happier, why do we 
spend so much of our lives trying to get 
more money? 

Finally, Easterbrook’s last tyro chap- 
ters are seriously wrongheaded. After 
devoting 200. pages to the proposition 
that our system of free-market capi- 
talism has created a life for most Amer- 
icans that i s  better in--almost every 
qualitative way than that of our parents, 
and even better for today’s poor than 
the lifestyle of the kings and queens of 
Europe in bygone eras, Easterbrook 
suggests #“reforms” that would . . . 
move us away from the policies that 
laid the foundation for this prosperity 
in the first place. Easterbrook’s. grand 
solution to eliminating poverty in 
America is to raise the minimum wage 
to $10 an hour. How eliminating sever- 
al million low-income jobs in America 
will help the poor is never explained.. 
Then, to solve the problem of poverty 
worldwide, Easterbrook advocates a 
massive increase in foreign aid. This is 
an even bigger letdown: Not only has 
foreign aid been a colossal failure in 
promoting development everywhere it 
has ever been tried, it misses the whole 
point of what this book should be 
telling us, but never really does. It’s not 
by chance that America has become the 
most prosperous place anywhere at 
any time in human history. The free- 
enterprise system is the answer, the 
goose that lays the golden eggs. The 
way to bring prosperity to even the 
poorest nations on earth is not to give 
them more handouts so that corrupt 
despots like Imelda Marcos can buy 
more shoes, but for these nations to- 
simply-be more like us. That is not 
the Progress Paradox, it is the Progress 
Paradigm. NR 
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The Austrian 
Teacher I*.(, ‘ ‘ 

Hayek ‘s Challenge: An 
Intellectual Biography of E A. Hdyek, 

by Bruce Caldwell I 
’ (Chicago, 489 pp., $ 5 5 )  

J A S O N  S T E O R T S  

RIEDRICH HAYEK said of his 
book The Fatal Conceit that “it 
is a work for which one has to. 
be an economist, but this is not 

enough!” This sentence captures the 
essence of both the book and its author. 
Hayek was an economist, of course-but 
he was much more. His contributions 
extend to fields as disparate as cognitive 
psychology and political philosophy. So 
the study of Hayek’s thought is not with- 
out its difficulties: One must think like 
an economist, but this is not enough. 

Bruce Caldwell-who is an econo- 
mist, and a historian-confronts the dif- 
ficulties inherent in Hayek scholarship 
with this new book. Caldwell admits to 
some trepidation about his work. “I am 
an historian of economic thought, and 
my own self-image is that I am a careful 
one,” he writes. “One need not be a 
genius to recognize that writing outside 
one’s field is not a good way to be care- 
ful.” Such reservations notwithstanding, 
Hayek is fortunate in his biographer. 
HayekS Challenge is a success, and 

~~ ~ ~~~ 

Mr. Steorts is a former Harvard Crimson 
columnist and NATIONAL REVIEW intern. . :. . 

. _  

. .  . - .. 
Caldwell proves himself capab1e.of pre- 
senting Hayek’s ideas-in a l l  fields- 
with both depth and clarity.’ 

The book is divided into three  main 
sections,. Roughly the first quarter dis- 
cusses the .rise of the Austrian school of 
economics and its antagonism with the 
German historical school i n  the l a t e ’ . ’  
1800s-the .background against which 
Hayek would emerge. The next  section 
of the book-just over half-traces”the , . 

development of Hayek’s thought over . ’ 

the course of.his life. Readers interested 
in the facts..of that life will b e  disap- 
pointed, as few are given. What is provid- 
ed in great detail, rather, is a discussion o f .  ., 

Hayek’s main ‘works,. summarizing both 
their general-themes and their  sp ,cific 
arguments. In the final section f the , ’ 
book, Caldwell assesses Hayek’s. 1 gacy. . 

Here Caldwell is less historian and more 
interpreter, offering his thoughts on the 
success and relevance of Hayek’s work 
and placing it in the context of contem- 
porary thought. 

Where Caldwell ’ succeeds best is in, 
showing how certain of Hayek’s basic 
concerns affected’ his views across the 
board, on seemingly unrelated matters; 
and those who know Hayek in only one of . 

his guises should find it rewarding to get 
to know the man as a whole. 

Consider, for example, H’ayek on  
income redistribution. :Readers of NA- 

to think of Hayek as the author of The 
Road to Serfdom and The Constitution of . 

Liberty, works of political philosophy in 
which he defends market ,institutions 
against interventionist policies designed 
to achieve “social justice.” (Hayek’s 
work in this area played a n  important 
role in the conversion of Robert  Nozick, 
another great defender of f r e e  markets, 
from socialism.) What many. may not 
know, however, is that Hayek’s antipathy. 
toward socialistic meddling was but one 
manifestation of his more general con- 
cern with what he called the “knowledge 
problem”-his insights into which are, 
according to Caldwell, his m o s t  impor- 
tant contribution to economics. 

In the ,1937 essay “Economics and 
Knowledge,” Hayek formulated the 
“knowledge problem” this way:  “How . 
can the cqmbination of f ragments’  of 
knowledge existing in different minds 
bring about results which, if they were 
to .be brought about deliberately, would 

I 

. 

TIONAL REVIEW are perhaps most  likely . .  
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S T E P H E N  M O O R E  

EFORE Congress departed for 
its August recess, conserva- 
tives suffered a ‘series of bud- 
get-policy setbacks-each of 

ut 19 House Republicans voted 

forecasters say the bill will add another 
S5 trillion of unfunded liabilities to the 
system-the equivalent of doubling the 

’ 

The House. of Representatives ap--. 
Proved a $10 million expansion of the 
National Endowment for the Arts. For 

aperiment. Imagine that AI Gore and a 
cratic Congress were doing all this 
gate spending. Would conserva- 

es stand for it? In fact, none of this 
et-bloating is being perpetrated by 
crats (though they are willing 
dices). Fiscal sanity is in retreat, 

h and a senior fellow at the Cat0 

cies have completely disappeared, even 
within. our own .Republican caucus,” 
grouses Rep. Pat Toomey .of Pennsyl- 
vania. Another of the few remaining bud- 
get haw8“in.jhe House, Jeff Flake of 
Arizona, moans, that “almost every vpte 
we take on the House floor is to expand the 
size of the state’l”Almost none are to make 
it  smaller.” Things have gotten so bad in 
the House that after Republicans approved 
a $400 billion spending bill earlier this 
year-one filled with absurd programs 
like the Cowgirl Hall of Fame and sweet- 
potato research-the GOP leadership 
brazenly’ released a manifesto urging 
members to go back home and boast about 
the pork. 

As a consequence, we are witnessing 
the worst three-year run-up of the deficit in 
history. Also, a‘ccording to a new Cat0 a 
Institute report, the domestic discretionary 
budget-which is where you find the low- 
hanging fruit of the federal gobenhnent, 
like Amtrak and “corporate welfare”- 
grew by more than 12 percent last year. It 
is expected to rise by another 12 percent, 
or more, this year. 

The $1.8 trillion budget that President 
Bush inherited from President Clinton has 
swollen to $2.2 trillion-in an era of 
almost no inflation. The White House .has 
yet to call for the elimination of even one 
major government program, and the GOP 
Congress has happily gone along. We have 
certainly come a long way fiom the days 
when Barry Goldwater declared that he 
wanted “not to inaugurate new programs, 
but to cancel old ones.” 

The Republican failure to cut spending. 
stands in stark contrast to the Bush admin- 
istration’s stellar record in chopping 
anti-growth taxes. In the Reagan years, 
supply-siders forecast that we would even- 
tually grow our way out of budget deficits, 
and they were soon proven correct: With 
4 percent real economic growth and 
3 percent spending growth each year, tax 
revenues caught up with and surpassed 
federal expenditures. But on’ the new 
spending path Republicans have put us on, 
we would need about 8 percent economic 
growth for six straight years to get close to 
a balanced budget. 
, In Bush’s defense, it should be noted that 
the war on terrorism has carried with it a 
hefty price tag, and that includes the Iraq 
campaign. The White House is right thata 
lot of the domestic-spending bulge is for 
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Antidumping Exposed: 
The Devilish Details of 

Unfair Trade law 
Brink Lindsey 

and Daniel 1. lkenson ’ 

ou’ve heard the termi “fair trade” and Y “level playing field.” Did you know 
they are euphemisms .for protectionism? 
These fig leaves are used to justify harass- 
ment of foreign competitors under politi- 
cally expedient antidumping, rules. As the 
“Doha Round“ of multilateral trade nego- 
tiations enters a critical phase, antidump-. 
ing reform is shaping up to be a linchpin 
issue. Presently, the U.S. stands alone in 
opposing meaningful reform-an unten- 
able position. In this book, the authors, 
from Cato’s Center for Trade Policy 
Studies, explain how these insidious 
rules .have enduied, and why and how to 
promote a successful reform strategy. . 

. 

228 pp./$24.95 Cloth ISBN 1-930865-48-1 

Available at bookstores nationwide. 
To order call 1-800-,767-1241 

or visit \vww.cato.o.rg 
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’ ‘necessary homeland-security measures. 

But at the same time, the huge burst in edu- 
cation spending, the hike in farm aid, and, 
of course, that colossal new entitlement, 
the prescription-drug bill, are wholly unre- 
lated to national security. The administra- 
tion’s central failing in economic policy 
may be its unwillingness to set and en- 
force spending priorities. In almost every 
national-security crisis in U.S. history, the 
demand for more’guns has meant less 
spending for butter; this administration has 
approved large budget increases for both. 

The White House should start worrying 
about the political implications of its 
expanding budgets. On July 26, a group of 
20 top conservative leaders fiom organ- 
izations including Cato, the Heritage 
Foundation, the American Conservative , 
Union, and the Eagle Forum assembled to 
launch a counteroffensive. “Conservatives 

Treasury the way Lyndon Johnson did in 
1965, by creating a.Medicare program that 
now costs five times what it was expected 
to. A Heritage Foundation report finds that 
the drug bill would be so expensive that 
furthei‘tax cuts would be politically 
impossible for at least another decade. 
This is the biggest battle between statism 
and free-market policies in Washington 
since the Clintons’ only slightly more 
grandiose health legislation went down in 
flames ten years ago. 

Equally important for rolling back big 
government is the crusade to create a 
private-investment option for Social 
Security. President Bush is on the right 
side of this issue; I believe the White 
House is sincere when it says that this 
would be the top domestic priority for a 
Bush second term. (For this reason alone, 
Bush needs to be resoundingly reelected.) 
“People forget that Social Security is near- 
ly 25 percent of the whole federal budget,” 
says Mike Tanner, Social Security expert I f at Cato. If the drug bill is Pearl Harbor for 

3 Republicans, Social Security privatization 

I E is the Allied landing at Normandy. 

Next is the problem of fixing the budget 
process, which for too long has tilted in the 
direction l o f4er  more obese budgets. 
Imagine trying to. win a game of Mono- 
poly with an opponent who assigns him- 
self the role’of‘banker, and continually 
slips wads of $500 bills to himself under 
the table. That is essentially the.modem- , 
day federal budget process, where we have 
assigned the role of banker to the appro- 
priators-the very ones who have been 
pre-selected for their desire to break the 
bank (it’s v e j  hard for a fiscal conser- 
vative to get on the Appropriations 
Committee). “The incentive structure of 
the budget.process is, and has been for at 
least 30 years, to spend money, never to 
save it,” laments former House budget 
chief John Kasich. 

Republicans should scrap the 1974 
Budget Act in favor of one that eliminates 
current-services budgeting (which builds 
in automatic budget increases every year). 
They should also impose a Colorado-style 
expenditure-limitation measure capping 
spending at population plus inflation each 
year; impose six-year-term limits on ser- 
vice on the Appropriations Committee; 
and sunset federal agencies every five 
years so that failing bureaucracies .don’t 
survive owing to mere inertia. This actual- 
ly happens. The paid “volunteer” program 
called Amencorps has been graded a fail- 
ure by one government report after another; 
only about half of its missions succeed, 
and there has been widespread theft and 
fraud. Yet somehow the program’s budget 
has been doubled in ten years. We now 

have a perverse system in which t a x  cuts 
autoniatically expire after a decade, but 
spending programs live .forever. 

Congress should also require that all 
new spending programs be approved by a 
newly created committee that W O U I ~ . ~  cer- 

merated-powers clause. It’s not an over- 
sight, for example, that the  \\‘ord 
“education” appears nowhere I the 
Constitution; the Founders never <llvi- 

sioned that Congress would or should 
spend money on schools-a state and 
local hnction-or,  for that matter, to bail 
out industries or line the pockets of 
wealthy farm businesses. 

and hbertaiians cannot be silent on this 
disgracehl growth of government, sim- 
ply because it is Republicans who are 
doing all the spending,” hmed Cat0 pres- 
ident Ed Crane. Everyone in the room 
nodded in agreement. 

Undoubtedly, the most immediate pri- 
ority for. conservatives is to stop the 
runaway-train drug bill. At stake here is 
whether Republicans will bust the 

sance. A new General Accounting vtEa . 

lion in food stamps to people who don’t . 

qualify; as many as 45 percent ..if the 
school-lunch payments are similariy mo- 
neous. The Medicare system had an error 
rate of 6.3 percent in payments (believe it 

$1 3.3 billion. The Pentagon can’t.account 
for over $10 billion it spent last year; the 
Education Department sent out $4!’!:! mil- 
lion in fraudulent studeni-aid checks; the 
list could go on and on. Here’s a quick way 
to save tens of billions of dollars a year: 
establish a policy that any agency unable 
to pass a basic audit is disqualified for 8 
budget increase in the following year. 

Alas, all of these structural refonlls are 
predicated on the assumption thai 1: :PJb 
licans actually wunt to control the i;!iiging 
federal waistline. And any reorientst ion Of 
the party ethic fiom spending money to 
saving it depends on President Bush him- 
self. He has proven time and again that he 
has a singular capacity to lead the paw; he 
needs to understand that restoring fiscal 
discipline is a much higher priori:\-. “lph‘ 
now than giving free drugs to t1ic ,-ih’llest 

age group in America. 
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. rich. Paul Krugman’of the New yo 
Times declares that “90 perc’ent 
Americans . . . will get little or nothis 

the Tax Foundation’s’recent ‘exam; 
tion’ of IRS tax-return data fin:Is jl 
the opposite: Fully 34 million t a x  fill 

. ~‘.. 
I-. ’ :  :. I from the-dividend tax exeMption.” 

‘A.:Man with.a Plap . .  

.. . , 

I’ ” .  reported dividend incqme in 2000-i 
these returns represent 71 million -7 

” ’ ‘lavemyths . 

. . , I  

S T E P H E N  M O O R E .  +: 10 percentbf the population will b&z 
directly . from the dividend-tax cut. ~,,i 

HE new Bush tax cut has been T greeted with a level of media hys- 
teria unrivaled since 1981, when the 
press corps predicted in unison that 
Reaganomics would. cause economic 
ruin. So President Bush finds himself in 
all- too-familiar territory: It’s two against 
one, with Democrats ganging up with 
the media against a Republican presi- 
dent’s tax cut that’s said to be too big, 
too tilted toward the rich, and too irre- 
sponsible. 

I like Bush‘s odds of winning. 
The cKallenge, though, is for the 

White House to get its message-that 
the tax cut Will boost economic growth 
and benefit all taxpaying families- 
through the clutter of a biased media.. 
The indispensable Media Research 
Center reports that “news” items on the 
Bush plan are running “at least 4 to 1” 
against it. Only one reporter on the net- 
work news has even bothered to inform 
viewers that the tax share paid by the 
rich would go up, not down, if the plan 
were enacted. 

Inlsome cases, the media can’t even 
get their own biased version straight. On 
January 6, the day news of the Bush plan 
reached the public, the Washington Post 
warned in a front-page .article (entitled 
“Analysis Finds Little Gain in Tax Cut 
Plan”) that many economists believe the 
taxcut is too small to jump-start eco- 
nomic growth. That’s a plausible com- 
plaint; but the next day, the Post blasted 
the tax cut for being too “irresponsible.” 

This unfocused media scorn suggests 
that Bush may be on to something here. 
His plan has attracted all the right ene- 
mies (from Tom Daschle to Dan Rather 
to Paul Krugman) but also all the right 

Mr. Moore is president of the Club for 
Growth and an economist at the 
Cat0 Institute. 

Unveiling the tax-cut package 

fiiends: It  is being welcomed enthusiasti- 
cally by the 85 million American share- 
holders, who understand that,supply-side 
tax cuts mean more wealth creation and 
more inconie security for retirement. 
The day that the Bush plan was an-  
nounced, tlie.;stock market had one of 
its most bullish sessions in months. A 
sustained rally would be very welcome 
news for the investor class, which has 
surrendered more than $5 trillion in 
wealth in the current bear market-hit 
very bad Aews for the Democratic presi- 
dential wannabes. 

What is niost needed to win,passage 
of this plan is a tax-cut truth squad. I’ve 
pored through the media attacks of 
recent weeks against the Bush plan and 
have arranged the protests. into three 
categories. . 

.Myth One: The tux cut benefits only the 

widely distributed: Everyone 
income taxes will get an income-i..lx 
under the Bush plan. The. typical <!orking. 
family with two earners and a coiiibind 
inconie of $75;000-and I su.spect \per). 

few of these households regard thern., 
selves as “rich”-wiIl get a 
year tax cut-under the Bush pl 
family’s incpme is $40,000, 
$1,133 tax cut-and not jus 
year, as under the Democratic. ‘alterna 
tive, but forever. 

And .here is the biggest pro 
class warriors: Proportionately, 
get a smaller share of the Bbsh 
pie than do nliddle-class taxpay 
The share of federal income taxc:s 
by Americans who make ,niow 
$100,000 a year will rise (fioni ’74 
cent to 75 percent). The.share pa 
‘those who make less than a six-figur 
inconie will decline. 
. Myth Two: The tax cut will blow a 

in the deficit. The Bush tax cut prov 
$670 billion in tax relief for An!cri 
over the next ten years. Thai’s 
chump change, but it is hardly gcin 
bankrupt the federal treasury ei 
Over the, next decade the IRS will 
lect some $25 trillion in taxes. Th 
cut comes to less than’three cents o 
dollar, hardly a massive giveaway 

Nor is it accurate ’to say tl:.!t 
national debt will rise by the aml 
the tax cut, unless one belieires tl 
cuts result in absolutely zero ch 
economic behavior. The truth is t 
every action in the .economy, there is 
reaction. If we cut income-tax rates a 
eliminate the double tax on di\+jen 
surely workers, businesses, and iii\.cSfo 
will behave differently. If the i : lS 

work and hiring goes down, si1rc.h’ 
will get more of both. If the d i v i d d  
cut drives down the cost of investlllen 
surely we will get more of that tot>. . 



.- 
perfect batting record of being wrong in 
p~~LIicti l~g the future. For example, in 
19\1;. when the capital-gains tax rate 
b,.i,s cut ,  the crystal-ball gazers predicted 
a LI 1 t i b i 1 1 io n - d o  11 ar cos t ” to the 
TreasLIfy; in fact, the receipts doubled in 
iL1llr years. These are precisely the same 

models that are now telling us 
the Bush tax cut will bankrupt America. 

Heritage. Foundation economist Bill 
Bc;;ih predicts that the dividend tax cut 
~ I , ~ : I C  is such potent medication for 
the csonomy that the Treasury should 
recapture about 50 to 70 percent of the 
supposed tax revenue loss from the tax 
cut. I’d put my money on Beach’s esti- 
mates, which have a far better track 
record of accuracy. 

The Republicans’ wisest 
strategy going forward is to , 

proceed precisely as Reagan 
did in 1981. 

‘ 

But let us assume the worst-case sce- 
nario: no revenue recapture whatsoever 
from the Bush tax cut. Even in that 
extreme case, we could still have a 
balanced budget. If Congress were to 
modestly control its appetite for new 
spending-restraining it to 2 percent 
aii:.\ial growth over the next four 
years-the budget could be balanced by 
20b6 even if the tax plan were imple- 
mented fully. 

Another reason to suspeci that the 
Bush tax cut will not run up the deficit 
is that if the taxes aren’t cut it is much 
nmc likely that Congress will spend the 
n . i m  ley than save it. Nobel Prize winner 
h.liiton Friedman notes that one of the 
strongest arguments ‘for the Bush tax cut 
is that it will discourage a stampede of 
congressional spending over the next 
several years. Friedman wrote in the 
Wall Street Journal that he supports 
Bush‘s plan because “we do not get our 
mcney’s worth fiom.,the .roughly 40 per- 
C C l i t  of our income that is spent by 
government. . . . Washington spends 
whatever it receives in taxes plus as 
much more as it can get away with.” 

Myth Three: The tax cut won’t stimulate 

*.i4‘ F 
economic growth or job creation., On this, 
Bush has history firmly on, his side. The 
.,l,963 Kennedy income-tax-rate re- 
ductions spurred a bull mark&, and a 
balanced budget by 1469. T , 1981 
Reagan tax cuts ushered in seven years 
D f  prosperity and 15 million new jobs. 
The 1997 capital-gains cut fueled a bull- 
market rally, and a surge of investment 
and venture-capital ‘funding for new 
businesses. . 

The critics point out that the 2001 
Bush tax cut has failed to provide any 
juice for the,economy, but there’s a good 
reason for that: .Seventy percent of the 
tax cuts ha&n’t taken effect yet. The 
critics are strengthening the case for 
speeding up the tax cuts. ,The dividend 
tax cut, in particular, will provide rocket 
fuel for business expansion: John Rut- 
ledge, a respected Wall Street qcono- 
mist, has estimated ‘that ending the 
double tax on dividends will increase 
stock values by some $800 billion 
(roughly 10 percent), reduce businesses’ 
cost of raising investment capital by 
25 percent, and hasten a recovery in the 
battered high-technology and telecom 
industries (where hundreds of thou- 
sands of jobs have been lost). 

The .Democratic plan, on the other 
hand, offers‘ virtually no economic- 
growth potential a t  all: I t  contains 
$30 billion in new spending programs, 
temporary and impotent tax cuts, and 
another tax-rebate gimmick. It would 
stimulate nothing but government. Tax 
rebates will have no economic incentive 
effects whatsoever; that’s why they 
failed to induce an economic revival 
under President Ford, and even under 
President Bush (in 2001). 

All of this suggests that Bush has a 
winning hand-but he must play it. In 
fact, ChicagoLbased economist Brian 
Wesbury says that because the financial 
markets have already partially discount- 
ed passage of a tax cut similar to what 
the White House has proposed, for the 
president to retreat from the plan could 
de-stimulate the economy and deflate 
the stock market. That’s precisely why 
Bush should ignore the chorus of critia 
cisms. The Republicans’ wisest strategy 
going forward is to proceed precisely as 
Reagan did in 1981, when the media 
went into similar convulsions: ignore 
them, pass the program, and prove the 

‘ M e  
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critics wrong. . . NA 
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. A Republican outreach .’ 

program to black voters 

’ R ’ A M E S H  P O N N U R U  

LEVEN days af ter  a midterm electic E that went disastrously for her par! ’ , 
Donna Brazile, A1 Gore’s campail 
manager, sent out a memo warning th , 

worse news could be coming:As badly 
2002 had gone, s h e  and a colleague sai . ’ 

at least black voters  had turned out ’ 

force for the Democrats. Republicar . 
however, had’ made‘  an’ “unprecedentt 
African American communications c ’ 

fort” on black rad io  stations during tl 
campaign. Democrats were going to fa 
new challenges i n  2003 and 2004. ‘‘Pr 
eminent among t h o s e  challenges,” ti 
two wrote, was “Republican messagii 
to Democratic base votersi” 

The memo implied that this “messa 
ing” was the work of the Republic; 
party. Actually, i t  was a small indepe, 
dent consultancy tha t  conceived ai 
designed the radio ads:The main pear 
behind it were Richard Nadler and Jol 
Uhlmann, two conservative ‘activi: 
from Kansas City. (Nadler’is an c 
friend of mine.) I n  2001 and 2’002, th . 

tried a new tactic for dealing with 0; 
’ 

of the Republican party’s longstandi 
problems: its poor showing among bla 
and Hispanic voters. That tactic has : 
ready had more success than anythi 
the party’has tried. 

Most Republicans are unaware of tl 
success. They a r e  obsessed with wi I ’ 

ning votes from blacks and Hispqnit 
especially in the w a k e  of the Lott affz , 
But when it c o m e s  to doing anythi 
about it, they jus t  flail around. Rqp~. 
lican senator Orrin Hatch is plaqni 
to introduce legislation against “hr 
crimes.” RNC chairman Marc Racic 
and Senate majority leader Bill Fr 
came out of a meet ing with promine 
black conserva t ives  pledging th 
Republicans w o u l d  hire more bla 
aides and field m o r e  black candidat1 
In short, the party despairs of ever act 

: .  

’ 

, 
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, argued, mFant that election officials 
wouldn’t haSe enough time to prepare 
absentee and military ballots. In the end, 
while the justices’rejected the GOP case, . 
both sides,seemed to agree that the main 
issue waq whether the mechanics of the 
election ‘would be disrupted by a last- 
minute cha e. 

But there y s  an entirely different- 
and arguably nio e important-principle 
at stake that receiyed very little atten- 

I 

\ 
‘i 

tion. A number of legal experts believe 
that the law, far f rh  I being.just an 
administrative guideline, has a higher, 
more democratic purpose A preset peri- 
od before an election, like\\New Jersey’s 
51-day limit, ensures th’at ioters have 

before going to the polls, and hus are 
able to make an informed decisio in the 
voting booth. How would theacanqdate 

.f 

enough time to evaluate a \ andidate 

1 
1 

perform in the job? What 
qualified? These are 

“Every date has 
you want to be a 

paign. ’ 

of time to make a ratidnal decision:” 
Adds Alex Vogel, 

sa$ Fredric Woocher. “It cannot depend 
on the particular circumstances of 
whether a candidate is known or not.” 

! 
k 

Nevertheless, the state supreme court 

ballots have been mailed 
106 military ballots have 

already,” the GOP argued. 
own’ number of these citizens 
ersey have already cast their 
ballots for the November 5, 

ce some had likely already voted, 
Republicans pointed out,xhe New Jersey 
supreme court in effect interfered with 
an election in progress. “Regardless of 
whether or not they are right on whether 
this can be done in a timely manner, they 

. don’t have the right to change the rules 
kn the middle of the election,”’ says the 

~ F S C ’ S  Vogel. There is certainly some 
me. it in that argument, but the;U.S. 
Suheme Court rejected the Repub- 
lican&, application without explanation. 
And thFt is that. 

’ Now l$u tenberg leads in early opinion 
polls, and’(: appears entirely possible that 

vulnerable to gamesma 
toral system can be. Des 
laws governing all aspects o 
core the system depends to s 
on the good faith and hon 

Democrats did in New Jersey. And that, 
it appears, will be the final legacy of 
Robert Torricelli. NR 
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The Case 
‘*for No 
. -  

On the .e.conomy,. forget the 
White . .  ,House’s happy talk 

S T E . P H E N  M O O R E ’  

HE White House recently un iled its 
latest economic strategy: c erleaci 

,the economy and the s t o c k  arket 
back to good health. In early October, 
Commerce Secretary Don Evans‘ released 
an upbeat report, “The Case  for Con-, 
fidence,” which argues that, despite cata- 
strophic stock-market ,losses, there is 
much good news on the economic front. 
“We are not being Pollyannish,” insists 
White House spokesman D a n  Bartlett. 
“We are being accurate,” The Bush 
administration is making a dangerous 
ganibk here, hoping that economic pep 
talks can substitute for a genuine, growth- 
oriented plan of action. 

One cause for optimism cited by tlic 
Bush economic team is the recent job 
data from the Labor Department. The 
employment report for September reveals 
that .the unemployment rate dipped to 5.6 
percent-the lowest rate of any industri- 
alized country. What a relief! Or was it? 
Even though unemployment fell, the 
economy still lost 43,000 .jobs. In fact, the 
only major sector of the economy to gaii: 
jobs last month was the government. 

Over the past two years, public payrolls 
have been growing at about  three times 
the pace of private payrolls, creating only 
an illusion of a vibrant job market. To put 
it another way: These are good times if 
you’re a mailman, an airport screener, or 
‘Defense Department contractor. For th; 
rest of us, this sure has the feel of a lingei - 
ing recession. 

% IT 

Mr. Moore is a senior fellow 
in economics at the Cat0 Institute 
and president of the Club for Growth. 

28 
L 

NATIONAL REVIEW/~CTOBER 28, 2002 

I 

p .  
c. 
?. _. I 

” !  



I 

..- 

It‘s not just jobs that are shifting from 
the private to the. public sector-output . 
is shifting as well. For example, Depart- 
ment of Commerce statistics indicate 
that in the second half of 2000 the pri- 
vate GDP (overall GDP minus govern- 
ment) \\‘as treading water, groying at a 
rate of 0.1 percent. Meanwhile, govern- 
n k n t  spending grew by 5 percent. In 
 NO^, the private-sector economy actual- 
ly shrank by -1.1 .percent while govern- 
ii!ent was in a full-scale spending boom, 
growing by 6.3 percent. So far this year, 
private-sector growth is stuck at a still- 
anemic 1.7 percent rate, but the govern- 
i!ient has luxuriated in an 11.3 percent 
expansion. 

The gap between the government 
haves and the private-sector have-nots is 
widening. In the just-released second- 
quarter GDP numbers for 2002, we find 
that the private-sector economy con- 
tracted by -0.4 percent. The bottom line 
is, over the past two years the fastest 
growing industry in America has not been 
housing, construction, or anything of the 
kind-it‘s been government. 

In 1999 and 2000, all levels of govern- 
ment-cities, states, and Uncle Sam- 
were partaking equally in the spending 
binge. That changed last year. The com- 
bined financial. jolt of decelerating tax 
reve‘nues and strict balanced-budget 
requirements has at last returned state- 
and city-agency budgets to sane rates of 
gro+eh. Not so in Washington, however, 
where the economic slump hasn’t even 
created a speed bump for congressional 
spenders, 

. In just the past two years, the entire 
federal budget has increased by $200 bil- 
lion-that’s more money than the entire 
GDP of many of our international trading 
partners. Congress is about to approve 
another $150 billion expenditure hike for 
2003. Just the one-year increase in Uncle 
Sam, Inc., will be more than twice the 
amount of capital raised in a typical year 
by the entire venture-capital industry. 
(And don’t forget the half-trillion-dollar 
prescription-drug benefit for the elderly 
that President Bush will probably sign 
into law-the most expensive and expan- 
sive new entitlement program since LBJ’s 
Great Society.) It would appear that Sen. 
Robert Byrd, with the willful collabora- 
tion of Republican Senate and House 
appropriators, has created the world’s first 
recession-proof government. 

Of course half of the buildup is justifi- 
ably dadted to post-9/11 defense and 
homeland-security spending. Neverthe- 
less, that still leaves a 15 percent twc-year 
expariihoh in non-essential ,gpvernmey 
spending. In the past twelv’e month 
Congress has passed the priciest. educal, 
cion spending bill ever (the House Re- , 
publican Study Committee recently 
reported that Department of ,Education 
spending has soared by 104 percent . 

since 1995) and the most expensive farm- 
welfare bill ever. .It will soon enact the 
most expensive foreign-aid bill. 

Rep: John Shadegg, the fiscally 
responsible Arizona Rep.ublican, laments 
that “the appropriatqrs are on a spending 
rampage and there’s no political will in 
an election year to block, them.,’’ Nor- 
mal 1 y, in a nation a1 - se cu r.i t y/for e ign- 
policy crisis, government spends less on 
butter to buy more guns. Now we get 
more of both. 

IJ 

I 

By Roman Genn 

Conventional wisdom has it that a 
boost in government spending keeps a 
flagging economy afloat, a Keynesian 
analysis that is widely held in Wash- 
ington, even-unfortunately-among 
members of the Bush administration. 
In fact, from the standpoint of economic 
recovery, the expansion of government 
budgets could hardly be worse news. Real 
wealth creation is driven by private busi- 
nesses, entrepreneurs, and workers 
expanding their ,output, not by inflating 
public-agency balance sheets. There is 
some talk among the Bush team that a 
further government-spending stimulus 

might steer the economy o u t  of its ’ 
malaise. According’to this simple-minded 
theory, when the government :spends, it 
encourages an increase in deman$ for 
goods and services, which encourages 
businesses to ut Americans back to 

never panned 1. ’ ut .  I f  government  is 

work. 

spending more, the private sector heck- 
sarily has less to spend, not more. The 
government can finance its spending in 
one of three. ways: It can tax,  it can bor- 
row, or it can print money (i.e., inflate the , 

currency). In each case ,  there’s less. 
money for private business, t.he true driver 
of the economy. . 

Take the riches-to-rags story of Japan, 
which responded to a recession by pump- 
ing money into huge public-works pro- 
grams. Over the past decade, Japan has 
suffered the lowest rate of economic 
growth,, the deepest ,stockmarket crash . 

(from 35,000 to 9,000), and the highest 
rate of growth of government spending-, 
heavily financed with debt-of .any of 
the industrialized nations. The Japanese 
economy has been a case study in Keynes- 
ianism on steroids. 

For 18 months now the political class in 
Washington in both parties has been. 
aping that economic strategy. Funds that 
otherwise could go to business owners,. 
entrepreneurs, venture capitalists, and . 
investors are being misspent by Congress 
and government agencies instead. 

All of this may explain why Americans 
feel more agitated b i  the performance of , 

the economy than the official statistics 
would seem to warrant. Nearly half of vot-. 
ers now say that things are going, “in the 
wrong direction,” and the state of the 
economy has now replaced ‘terrorism as 
their number-one concern. We are in 
merely a statistical econoniic recovery, 
not a real-world one. 

This summer I traveled to San Fran- 
cisco to ask Milton Friedman, the world’s 
greatest living economist, what we should ’ 
do to end the economic malaise and pro- 
mote long-term growth. “Cut govern- 

possible.’’ That’s the kind of clear think- e 

ing that you find little of in Washington. 
The economy could g e t  back on a vir- 
tuous 4-percent-grow th path soon if 
Congress and the Whi te  House would 
only listen to Friedman and not the ghost 

The problem is that t h i s  theory has’  

’ 

’ 

ment spending,’’ he said-“by as much as I 

of Lord Keynes.. NR 
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anti-business, .anti-market environment. 
Instead, they are contributing to that 
environment. They are not pointing out 
that the stock niarket is being depressed 

, counter-intuitive spin. 

rn 

Republicans must 
a way to be against 

managements but pro-investof 

Republicans are trying to shovel v 

that the Republicans are 
tough on business is just biz 

". . . most-enjoyable-to-read 

conservative site on the 

web today." 

- PoliticalProfessionaI.Com 

. .  . .  . .  
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nd, sqmetimes, to spend . 

on ew&sive compensation 
execu ti:&. Dividends are an 

say a dividend tax cut was a tax 
r the rich''-although rich people 

not, as a rule, invest for dividend 
streams-but .so .what? Investors aren't 
hostile to rich people. They're mad at 
fiaudulent CEOs, , . 

If they do not advance distinctively 
conservative answers to the corporate 
candals, Republicans will condemn 

t emselves to play defense for several 
m nths. But if they are unwilling to 

legislative strategy, they 
a 

mic binge we just went 
days before, a Treasury 

aid that stocks were still 

early 2000. But these a 
1990s saw real gains in 
technological advance 
creation. . 

in the stock market over the 
and started to move rightwa 

favor a reform of Social Security based on 
individual investment than oppose it. 
Does it really make 'sense' for the Re- 
publican party to tell these people that 
their experience of capitalism has been a 
fiaud and a lie? . NR 

. .. I 
. - :  , : 

' Confront him boldly, or. he 
. .  

' . . will . ' .  .devour you 

L A W R E N C E  K U D L O W , &  
. . . ,  . 

S T E . P H E N  M O O . R E ' .  ~ 

. .  . .. 

T HE ,administration .'of George W. 
I Bush' has not exactly covered itself 
in glory on the economy. In fact ,  most of 
the 'administration's policies in the first 
half of 2002 have done more harm han ' 

good: the disgraceful farm bill, the tee1 
tariffs, the timber quotas, the emer \ en- 
cy anti-terrorism spending bill (which 
quickly became the gift that kept on 
giving for special-interest groups), and 
the decision to refinance failed foreign- 
aid programs (the result of the Treasury 
secretary's trip to: Africa w i t h  one- 
named rock singer Bono). I 

Meanwhile, the Republicans. in Con.- 
gress are just as ideologically adrift. In 
the middle of the stock-ma'rket crisis 
of recent weeks, House GOP-ers were 
busy passing a $350 billion prescription- 
drug-benefit giveaway' to seniors.' 
For the.record, this would be the most 
expensive new entit lement program 
since LBJ launched the Great Society in 
the 1960s.' (The Democrats immediate- 
ly dismissed the GOP plan as meager 
and proposed 'a $1 trillion d t u g  plan of 
their own.) These plans will surely lead 
to price controls, higher payroll taxes, 
or both. 

Spending money is unmistakably an 
art form in this Congress: The budget is 
expected to rise by as much as 15 per; 
cent this year, on. top of the  11 percent 
rise last year-a combined total that 
exceeds what Bill Clinton spent in his 
first five years in office. Only a few bud- 

Mr. Kudlow is CEO of Kudlow & Co. 
and co-host of CNBC's Kudlow & 
Cramer. Mr. Moore is president of 
the Club for Growth. Both are 
contributing editors of NR. 
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get hawks i n  the House-led by John 
Shadegg and Jeff Flake of Arizona and 
Pat Toomey of Pennsylvania-are mak- 
ing any effort to handcuff the profligate 
congressional appropriators. . 

The congressional response to the 
corporate-accounting scandals hasn't 
steadied investor-class jitters much 
either. Just the opposite, in fact. What 
started as a crusade for tougher anti- 
fraud ,penalties and. sensible accounting 
reg,ulations has ev.olved, in tone, into . 
something resembling a lynch mob. 
Now our congressmen are Big Business 
bashers, and their ultimate aim appears 
to be to stifle the golden goose of free- 
market capitalism that created $32 tril- 
lion of new wealth in the 1980s and '90s. 
Clamping down on corporate criminals 
is fine, but that needs to be combined 
with a positive agenda of growth-oriented 
tax cuts, deregulation, and free-trade 
policies. No one in the White House or 
on Capitol Hill has made this case. 

None of our elected officials wants 
to confront the reality that-notwith- 
standing all of the corporate scandals- 
Washington is itself an enormous part 
of the. economic problem. The pol'icy 
environment is uniformly bearish. In 
fact, a strong case can be made that 
when you roll together all the bad laws 
that have been enacted on Capitol Hill 
this year, Congress has been a greater 
depressant to the stock market than all 
of th$#corporate crooks a t  Enron, 
WorldCom, and Arthur Andersen com- 
bined. . . 

The only person capable of changing 
the tone of the political/economic dis- 
cussion in Washington and helping to 
reverse the financial-market .malaise is 
President Bush. With each passing day 
that the stock market melts down fur- 
ther, his economic team insists that the 
White House economic agenda does 
not need fixing. They are dangerously 
wrong. These are the steps that we 
would advise. 

First, Bush should appoint an eco- 
nomic guru with credibility on Wall 
Street to lead the policy agenda back in 
a sensible direction. No such person 
exists in the administration right now 
to carry this off. Our first choice for 
such a position would be Steve Forbes. 
Retiring House majority leader Dick 
Armey of Texas would be another smart 
pick. Both have impeccable economic 

... 

credentials. They're unabashed supply- 
siders, Glintare  scarce in the adminis- 
tration right now. In addition, a panel of 
outside economic advisers could pro- 
vide freih'perspectives and sound poli- \ 
cy'recommendations to the president. 

Second, Bush should announce that 
he will rescind his 30 percent steel tar- 
iffs on January 1, 2003. The tariffs were 
a bad economic and political miscalcu- 
lation by the White House: Steel prices 
have skyrocketed over the past three 
months and the free-trade agenda is 
frozen in place. There is mounting evi-, 
dence that the steel tariffs have cost 
America more jobs" than they have 
saved. The president can undo these 
tariffs unilaterally. 

rn 

The policy environment .. 
in Washington is uniformly 

bearish. 
I 

Third, the Bush tax cuts of 2001 
should be fast-forwarded to take effect 
immediately. As, it stands now, it will 
be 2010 before the tax cuts take full 
effect-which in political terms is eons 
away. The big supply-side ' adrenaline 
surge from the Bush tax cuts won't 
occur until around 2005 and thereafter. 
Even so, the Daschle Democrats say the 
tax cuts have failed. The truth is that 
the Bush tax cuts have hardly taken 
effect: The top income-tax rate has 
been reduced by only one percentage 
point, thanks to the anti-tax cutters in 
the Democratic leadership who insisted 
on a gradual phase-in of the tax cuts. 
The president should call for immediate 
,reductioq of the top income-tax rate 
(from 39 to 35 percent, for a start) and 
termination of the estate tax, which, 
through a freakish accident in the tax 
bill, will actually be increased from 
2003 to 2005 in almost half the states. 

Finally, the administration should 
devise a tax-reduction plan specifically 
aimed at investors. One sound propos. 
al, put forth by economist Richard 
Rahn of the Cat0 Institute, is to corn. 
bine tax-free dividends with a prod 
spective cut in the capital-gains tax tc  
10 percent for purchases of stock aftei 
July 1, 2002. We should also consider z 

. .  

turnover approach to capital-gains tax- ' . 

ation: If a stock sale is soon reinvested, 
it shouldn't be treated as a taxable 
event. By unlocking prior gains (the 
S&P 500 is sti 1 nearly double its early 
1995 level) and 'ncreasing the after-tax 

' 

value of stocks, this would re-liquefy , 

and rally the mar 1 e,t almost instantly. . , 

White House politicos fret .that,fur,-, .,' .. 

ther tax cuts are a political non-starter . 

at a time of growing budget  deficits. 
Nonsense. Tax revenues a r e  growing 
slowly not because taxes h a v e  been cut 
too much, .but because of insufficient 
economic growth'toagenerate the tax . 
receipts to balance the budget. To para- . 
phrase President Kennedy i n  1963: 
Without economic growth, there will ' 
never be enough revenues to balance 
the budget. If Bush can p u t  the econo- 
my back on a sustained 3-4 percent 
growth path, the budget will quickly 
rebalance itself. M e a n w h i l e ,  the  
Treasury .Department should rack up a 
study on the dynamic revenue effects of . '  

Itax cuts, a subject with ample academic 
backing., 

The GOP Hill leadership could like- 
ly peel off enough Democratic votes to 
enact a n  anti-recession tax-cut  mea- 
sure. I t  would force pro-tax-cut Sen- . 

a t e  Democra ts  i n  t i g h t  races  this  
year-Carnahan of Missouri, Johnson . 

of S o u t h  Dakota ,  a n d  Baucus of . 

Montana-to respond t o  the proposal 
of fast-forwarding tax cuts. After all, 
if lower tax rates make ,sense for 2006,. 
why don't they make sense now with 
the economy wobbling along? And 
how will they justify v o t i n g  against 
investor-class Americans on issues like 
capital-gains cuts when stockowners 
now constitute close to 60,percent of 
the electorate? Either way, Republi- 
cans win. 
' Theodore Roosevelt once said about , 

bear markets that "when the  average . 
man loses his money, he is simply like a 
wounded snake and strikes right and 
left  a t  anything,  i n n o c e n t  or t h e  
reverse." Well, the average American is ' 
losing his money-lots of it, in fact- 
and if the losses continue, he will lash 
out. If the Republicans don't develop a 
message of growth and prosperity, they 
will be the not-so-innocent targets. A 
sinking stock market this fall could bury 
GOP prospects for regaining the Senate 
and holding the House. NR 
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, ’ One, Republicans were not in power in 
Clinton’s.first two years; had they been, . 

they probably would 
rate higher than 71 
Clinton’s final 

NR 

nees make it onto the bench. If Repub- 
licans fail, they will likely face more long 
years of frustration. 

PUBLIC POLICY 

Governors 
. .  

Sailors 
Out in the states, they’ve 

spent themselves silly 

S T E P . H E N  M O O R E  

UNNG the go-go 1990s, no group in D America engaged in conspicuous 
consumption more than the nation’s 
governors. State budgets doubled in size, 
as lawmakers inve.nted new ways to dole 
out tax dollars. ‘Most states now spend 
between $800 and $1,000 more per per- 
son than they did in 1990-and that’s 
after adjusting for inflation. As a new 
report by the American Legislative Ex- 
change Council says, “Governors spent 
tax dollars as if the good times would last 
forever.” 
. Well, they didn’t. 

So after years of binge spending and 
Everest-sized budget surpluses,. most 
states are now swimming in rivers of red 
ink. California, New York, and Virginia 
are in particular trouble: Their com- 
bined budgets are nearly $20 billion in 
the red. “We didn’t get a rainy day,” New 
York governor George Pataki announced 
in his budget message earlier this year, 

. “we got a monsoon.” 
If New York,is facing a monsoon, then 

pity California, whose residents mighl 
begin building an ark. In the history 01 
state government, it.,would be hard tc 
match Gov. Gray Davis’s four-year record 
of financial ineptitude. When Davis took 
over as governor, the state had a $7 bil. 
lion two-year budget surplus and was thc 
picture of .financial health. After ht 
inflated the budget by some $30 billion- 
a 32 percent budget hike in his first tern 
in office-the state is now combating ax 
estimated $16 billion two-year deficit 

Mr; Moore is an NR contributing 
editor and president of the Club for 
Growth. 

On the Cat0 Institute’fiscal report card 
on the governors,“Davii earn$d an E ‘ 

At least: half of the governors, Repub- 
licans and Democrats alike, hold out hope 
that they,c.an tax their w a y  back to 
prasperity:’.The Washington Pods  David 
Brodei recently wrote with approval that 
‘‘solid, mainstream Republicans,” such as 
Pataki, Connecticut’s John Rowland,. 
Kansas’s Bill Graves, and Tennessee’s 
Don Sundquist, want to raise “a combina- 
tion of sales, cigarette, and gasoline .taxes 
to close the budget gap.” Virginia’s legisla-. 
cure, which . .  is dominated . by Republicans, 
approved a voter referendum for .a sales- 
tax hike. They were.cheered on by the 
state and local chambers of commerce, 
partnered with the teachers union, who 
all see these new taxes as the common- 

. ,  

In all, eight states want to rai e their’ 
income-tax rates; five states are c b ’  ntem- ’ ’ 

wealth‘s s a h i o n .  ‘ . 

plating sales-tax . hikes; cigarette and/or 
beer taxes may rise in as many as’ 14 
states; and the price of pumping gas may 
rise in nine others. “From,Albany to 
Sacramento, this year .could bring the 
biggest combined: tax increases in at least 
a decade,” says a new state budget analy- 
sis from A. B. Laffer Associates. The. 
most predictable story i s  coming out of 
New Jersey, where the honeymoon of 
new19 elected Democrat Jim McGreevey 
has come to a premature end: He has 
now disavowed .his campaign promise 
not to raise taxes. 

As a candidate, McGreevey preached a . 
populist, Reaganite message of fiscal disci- 
pline. To keep the budget out  of the red, ’ 

he proposed cutting back on expenditures 
by streamlining governmefit. McGreevey 
even criticized New Jersey Republicans- 
with much accuracy-for fiscal misman- 
agement, overspending, and excessive ’ 
reliance on debt. Now he wants a half- 
billion-dollar business- tax hike (“loop- 
hole closings”) and higher tobacco taxes. 
He had it right the first t i m e  around. 

occurred in Minnesota, where Jesse 
Ventura has proposed raising a series of 
fees and sales taxes to k e e p  the state out 
of debt. This and o t h e r  political mis- 
cues-the XFL debacle, his attack on 
religion-have Ventura battling anemic 
approval ratings. 

Will the governors e v e r  learn? During 
the economic downturn of the early 
1990s, the states that raised taxes to try 

. 

Another prominent about-face has , 
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to balance their hdgets dug themselves 
into deeper fiixincinl holes. These tax- ' 
hiking state's lost businesses and tax- 
p aye r s , p r o long i ng the i r i nJ  i v id u a 1 
recessions. California, Connecticut, and 
New Jersey suftkred the iiiost painful 
consequerices. In 1991 and 1992, these 
three states raised inconie taxes only to 
see tax revenups decline still further as 
i i  p pe r- i nc o iiie 11 o iii e o w n e r s and bus i - 
nesses fled to more tax-friendly climates 
like the Carolinas, Florida, Nevada, and 
Texas. 

Many other states learned the lessons 
of the Laffer curve the hard way when 
they found that the higher tax burdens 
they imposed actually generated less rev- 
enue from taxes. In fact, after California 
raised its income taxes on the rich to 
nearly 10 percent in 1992, the state actu- 
ally lost domestic population (and rev- 
enues) for the first time in its history, as 
tens of thousands of Californians packed 
up and moved to havens like Seattle and 
Las Vegas that don't have an income tax. 
New Jersey's tax receipts grew twice 
as fast in the two years after Christie 

W h i t i ~ g r y t  the iiicomc tax  as they I d  :. Michignn wi.\s nu fiscal anonxily in the 

Jim Florio, raised it. i hiirclens the iiiost over the last ten %ears 
But,..the inost reiiiark;ible tax-cuttin" ! j  created almost twice as inany jobs a s  the 

their tax burdens. : 
governors refuse to 

' 

in the two years after her predecessqr, 

I. 

i 
success story is Michigan. When J o d  'i states that in 
Engler was first elected govsrnor in the\ .: X w  niany of . .  
early 1990s, the Rust Belt economy was.in ', 
the doldrums. Engler horrified his critics ' 
by cutting income taxes during a reces- 
sion, freezing state-agency spending, and , 

chopping low-priority programs: Over the 

Many states learned the 
lessons of the Laffer curve 

the hard way. 

next five years, Michigan led th'e nati0.n in 
job creation and income growth. (Alas, 
even Engler seems to have forgotten this 
fiscal lesson. This year he has advocated 
new fuel taxes, while leading the charge 
as chairman of the National Governors 
Association for a nationwide pact to raise 
Internet taxes.) . . 

accept this ecc wmic reali ty and are 
poised' to repeat 4h e mistakes of the past. . 

cleaning up the fiscal m e s s ?  The tax- 
raising governors and most state legisla- . 

tors say they're plunib out of a1 ternatives. 
Tliey blaiiie their budget crises on factors 
beyond their control-the recession, ter- 
ro,rism, a i d  rising health-care costs. This' 
cop-out has prompted the governors.to . 

go begging to Washington for federal 
handouts. The most fashionable solution 
brought forward by state lawmakers and 
liberal think tanks is to resurrect the 
Nixon-era program of revenue sharing. 
This would be a sweet deal for the cash- . 

strapped' governors, who would get tax 
dollars fiom Washington to spend as they. 
wished with no accountability and with- 
out the political peril of having to wrestle 
the money out of their own voters. In the 

I 

Do states have any r e a l  optionsain . " 

. 

New From Chicago 
Eair Not Flat 
How to Make the Tax System Better and Simpler 
Edward]. McCaffery .- 
"Well worth pondering. . . . If anyone can rally a spirit of bipartisanship to the 
whole rancorous debate about taxes, it is Mr. McCaffery."-Bruce Bartlett, 
Wall SQeet Journal 
Cloth $28.00 ' 'I Punitive Damages ' I 

How Juries Decide . 

Cass R. Sunstein, Reid Hastie, John W. Payne, David A. Schkade, and 
W. Kip Viscusi 
How do juries actually make decisions about punitive damages? To find out, the authors- 
experts in psychology, economics, and the law-present a wealth of new experim 
offer a host of provocative findings, and document a wide range of systematic bia 
behavior. It will be indispensable for anyone interested not only in punitive damages, b d d s o  
jury behavior, psychology, and how people think about punishment 
Cloth $35.00 ' 

Smoke-Filled Rooms 
A Postmortem on the Tobacco Deal . . . 

W. Kip Viscusi . .  

"Viscusi-the preeminent expert on the law'and economics of risky behavior, especially 
cigarette smoking-provides the definitive critique of,the government litigation against the 
tobacco industry. Viscusi dispassionately explains how the tobacco litigation was about politics, AvaiIabIe in, booksto&! 
not law, and money, not public health."-Bill . . .  I . '  Pryor, Attorney . , . . , . .  General, . .  State of Alabama The University of Chicago'Press: 
Cloth $27.50 . .  . . :  . .  1 . ' : .  www.press.uchicago.ed$: . . ' .  _ . . . -  4.. 
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1970s; states used their revenue-sharing 
dollars for such projects as bowling alleys, 
statues, ,luxury hotels, and sports stadi- 
ums. By the mid 1980s, even liberal, 
Democrats in Congress agreed that the 
program was no more than a slush fund 
for the states, and killed it. 

Of course, ther’e is another option 
available to the states: belt tightening. 
This solution makes the most sense, since 
it was loose spending that created the cri- 

1 sis in the first place. Not surprisingly, the 
states in the bleakest budget condition 
are the ones that binged the most in the 
’90s. In debt-ridden New York, for exam- 
ple, the research group Change NY 
found that if Albany had simply restrict- 
ed increases in expenditures to the rate of 
inflation from 1995 to 2001, state spend- 
ing would have totaled $10.8 billion less, 
resulting in a revenue surplus. 

Where, one wonders, are this gener- 
ation’s supp1y:side governors?, There 
are a few. Bill Owens of Colorado has 
unflinchingly enforced the state consti- 
tution’s spending-limitation measure, 
which prevented lawmakers from spend- 
ing surpluses even in the late ’90s when 
the state was flush with cash. Thanks to 
Owens’s tightfistedness, Coloradans will 
be the only Americans to receive a state 
tax cut this year. . . .  

The No ve n~ b e r e 1 e c ti o ns - w h i c h 
include 36 governor’s racesrould bring 
in a promising new crop of young, pro- 
growth fiscal conservatives. Bill Simon, 
the GOP nominee for governor of 
California, wants to cut the capital-gains 
tax rate by half. In South Carolina, Mark 
Sanford is running armed with a plan to 
abolish the state income tax over the 
course of the next decade. Oklahoma’s 
outgoing governor, Frank Keating, has a 
plan to slash the state. income tax in 
half, and his likely successor, former con- 
gressman Steve Largent, promises to 
finish the job. If elected, these brash 
newcomers could be, just what is needed 
to change the hazy thinking and profli- 
gate spending that are now the rule in 
state capitals. 

“We’re the conservative reinforce-’ 
ments,” says Arizona’s Matt Salmon, who 
along with Largent’and Sanford makes 
up an impressive troika of Class of ’94 
former congressmen running for gover- 
nor. “Look at our records. We’re proven 
tax cutters, not tax raisers.” The elections 
can’t get here soon enough. NR 

, 

CULTUREWATCH B 
. .  . 

A .  . . ,  ’ . , ;  ‘ 

Fukdamentalisrn 
\ .I‘ I 

ofkhe+ Own 

American Atheist 
weekend was, their 

said this: It was not a claim 
would expect anyone to b 

So America’s infidels g 
doubters’ redoubt, a’ 
on the grounds of Bo 
port, transformed for a 
heretic Vatican. Aro 
(maybe that’s not the w 

ing community co 

main auditorium, 
ugh, to be fair, I did 

It was qat, it has to be said, a conserv- 
ative cropd. Mentioning George W. Bush 
in a speech was better for jeers than for 
cheers./! did run into one likeable right- 

Review, eh? There aren’t 

was used to being in a minority, and he 

Mr. Stuttaford is a writer based in 
New York. 

was enjoying the opportunity f o r a  little 
secular chitchat. Why the-atheists? Well; 
the humanists. were “just too’ touchy- 
feely.” He had a point. Apart from one 
appalling moment when a hunched- 
shouldered woman whimpered that she 
was “afraid,llthere was none of the mush- 

mars public gather- 
shingly, too, there 

e children,” although 
at greeted the recital 
01 prayer by the  young 

s .against) of an atheist 

to say that emotion was not 
his’was not a gathering very 

a1 of the roughly ‘10’percent of all 
icans who’have no religious faith (a . 

thgnxelves. They are, spiritually speaking, 
part of the Leave Us Alone coalition,’ 
indifferent to theological controversy and. 
free from transcendental torment. T h e  
Hyatt’s heathens were made of m&e awk- 
ward, angrier stuff. 

Given their background, that’s not 
surprising. American Athe is t s  is the 
organization (it has fewer than 5,000 
members) founded by the “‘most hated 
woman in America,” Madalyn Murray 

Hair, whose litigation brought, an end 
organized school praye’r. She was a 

to murderous  
assault at the hands of religious extrem- 
ists. In addition to the c a r n a g e ,  bin 
Laden’s war represents an a t t a c k  at the 
ideological and spiritual level: I t  is a 

~~~ ~ 
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supply-siders, who are crafting the presi- 
dent’s stiniulus plan. 

This administration is clearly in search 
of its economic orthodoxy, and it’s being 
tugged in multiple directions. Bush Il;ls 

described hi administration’s econon!ic 
philosophy s ‘‘both supply-side slid 
Keynesian”; o late, the .emphasis seenls 
to be on the, eynesianism, as with .the 

$40 billion e’mergency spending en’act- 
ed the week after September 11 would 
provide a quick “stimulus to the eco:!- 
oiiiy.” (This contention prompted CoI.;- 
pressman Paul Ryan of Wisconsin-)rlc, 
of the rising stars of the House GOP-to 
send around a copy of a famous chapter 
from Henry Hazlitt’s classic Economics 
in One Lesson. The chapter ,  entitled 
“Broken Windows,” reminds  us that 
breaking windows so as to create jo1.s 
repairing them is not a n  intelligent a..:~ 
to build prosperity.) 

Of ‘course, the demandiside Keynesian 
model preaches that economic growth is 
driven by consumer and government 
puichases, and I ani told that the Fortune 
500 CEOs who have visited the White 
House since September 11 are almost 
universally obsessed ,with this idea. They 
have begged the president to,get cus: 
tomers into their stores. The problem 
with this idea is that it has already been 
tried, and failed. Japan-with the fastest- 
growing government spending and debt 
of any nation in the ,industrialize?,. 
world-has been trying it for eleven years 
now, and continues to sink deeper in:,) 
the economic mire. In early October, tl>e 
despairing Japanese finally cut ,their 
capital-gains tax. . 

The alternative, supply-side world- 
view holds that prosperity is achieved by 
driving down the cost of capital through 
sound money, low tax rates, a non- 
intrusive government sector, and fret 
trade. Today’s supply-siders generail! 
believe that the economy is being 
dragged down not by insufficient con- 
sumer demand but by a.virtua1 disappeir- 
ance of investment capital over the past 
year or so. 

And to fix this, capital-gains tax cuts 
are crucial. They would raise asset val ih  
instantaneously, by reducing the tils 
.penalty on all new and existing capitd 
investment. They would reverse stock 
losses and stimulate new investment- 

administration i s absurd claim that the 

4 

. . . . . .  . , . . . . . .  . . . .  . . .  

The Economic .fHDerative 
1 

Bush and .the Republicans cunribt’let this drop , \ :  
: : . \  S T E P H E N  M O O R E  ’ 

I 

HE post-September 11 spirit of bi- T par t isansh i rj was sudden 1 y shattered 
during a House Ways and Means Com- 
mittee meeting, when Republicans 
suggested a capital-gains tax cut as an 
emergency economic stiniulus. .Charlie 
Range1 of New York, the ranking Demo- 
crat on the cornrnittee, embarked on a 
fipt-pounding tirade denouncing the 
Republicans for exploiting the tragedy of 
terrorism to ‘advance, their “rightiwing 
tax-cutting agenda.” A few days later, 
John Spratt, the ranking Democrat on 
the. House Budget Committee, lam- 
basted the capital-gains discussion as 
“unconscionable” in a time of national 
crisis. Senate majority leader Tom 
Daschle piled on, advising the White 
,House not to cave in to the “extreme 
voices” advocating a “divisive approach” 
to the stimulus bill. Translation: Even 
in a plunging economy, congressional 
Democrats Will never abandon their 
quasi-religious opposition to capital- 
gains cuts. 

Unfortunately, to preserve the veneer 
of bipartisanship, the White House has 
succumbed to these tirades. President 
Bush‘s economic advisers have always- 
inexplicably-been uqenthusias tic about 
capitabgains cuts anyway, so the passion- 
ate opposition by liberal Democrats has 
convinced the Bush political team that 
it’s now doubly wise to shelve the idea. In 
a meeting with investment icon Charles 
Schwab, Treasury secretary Paul ONeill 
rebuffed Schwab‘s plea for a capital-gains 
cut, calling it a “deal-breaker.” But it’s 
only a deal-breaker because the Bush 
economic team, representing a president 
with an 85 percent approval rating, refus- 
es to endorse the idea. 

O’Neill’s quick surrender has only 
emboldened the left-leaning Democratic 
leadership. They are now insisting that 

Mr. Moore is president of the 
Club for Growth. . 

I 

’ 

any speed-up of income-tax-rate cuts 
should apply only to the lower brackets, 
not to the highest and most punitive 
rates. 
SQ. the White House, which has han- 

dled the military and coalition-building 
aspects of the current crisis with such 
mastery and professionalism; is fumbling 
the econoniic-stimulus plan. Repub- 
licans are inching closer to agreeing to a 
stimulus plan with tens of billions of dol- 
lars in new government expenditures 
-(which wiIl depress the economy instea$ 
of resuscitating it), more tax rebates 
(which are close to being economically 
worthless), and targeted tax-rate cuts 
(which avoid cutting the rates that mat: 
ter most) . . .  

rn 

The administration is in 
search of its economic 

orthodoxy, and it’s being 
tugged in multiple directions. 

I 

rn 

One problem is that the White House 
apparently gets its economic advice from 
all the wrong places. Bush has an- 
nounced that he is “listening to the voic- 
es of leading economists” in constructing 
a stimulus package. This is dreadful news, 
because the vast majority of modern busi- 
ness and academic economists have a 
wrong-headed view of .how the world 
works. The supply-side model that  
Ronald Reagan and Margaret Thatcher 
employed to change the world in the 
1980s is still in disrepute with most tradi- 
tional Keynesians, who found themselves 
cast aside in the low-inflation, low-tax 
prosperity of the 1980s and ’90s. 

Most “leading economists” opposed 
Reaganomics., As a consequence, it i$ 
now Clintonite Robert Rubin and Fed 
chairman Alan Greenspan, not Reagar 
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which is what the ecoiimiy needs most. 
Former Reagan economist Gary Robbins, 
.now of the .Institute for Policy Inno- 
vation, has found in a new study that dol- 
!:ir for dollar, there is no tax cut that is 

. more stimulative to the economy than a 
capital-gains cut: You get !§ 10 of econom- 
it stimulus for ever): $1 revenue loss. (By 

' contrast, the Deiiiocrats' payroll-tax 
rebate is worth less than 50 cents for 
every .dollar of cost.) . 

:!ad advice. The Bush team has appar- 
ciitly been frightened by the argument 
that a capital-gains cut would lead to a 
quick sell-off of stocks, as investors rush 
to cash in on past gains; this would fur- 
ther depress the stock market. His- 
torically, however, the stock market has - 
risen, not fallen, after a capital-gains 
cut. After the most recent capital-gains 
cut in 1997, the Dow went from 7,000 to 
3 peak of 1 1,000. Here's why: A share of 
stock is valued at the expected future 
earnings of the company-after all taxes 
are accounted for. When the capital- 
gains tax is lowered, the after-tax value 
of the earnings of every company in 
.\merica rises. The only possible way 
that the stock would fall in value is if 

Here again, the president is receiving . 

!*.!q. .I: 
investors were willing to sill stock that is 
now worth more, for a lower price. . 

There's,,a!so a. way to guarantee that 
a capital-gains cut won't .depres.s the 
market: Cut  the rate from 20 percent to 
10 percent on all gains earned after I 

September 11, 2001; but not on gains 
earned before then. This would mean 
that no investors would have anextra 
incentive to Jsell stocks, because they 
would still have to pay the old rate, but 
new investors would have a strong incen- 
tive to buy stocks because the tax in later 
years woul'd be cut in half. The value of: 
stocks under this plan would.have to rise. 
(House Whip Tom DeLay has already 
proposed this sensible compromise.) . 

' This debate, alas, is not primarily about 
economics, but about diplomacy with the 
Democrats. The Bush policy team's prefe 
erence on almost all domestic issues now 
is to advance issues that'are perceived 
as less partisan. This makes some sense: 
Bush has risen above politics and party in 
recent. weeks, to the level of a statesman 
trusted by 'almost all Americans. The 
problem is that when this principle is 
extended to economics it means that we 
get a steady onrush of bad policies: lavish 
giveaway packages to the airline industry, 

estended unemployment benefits, the 
federalization of 15,000' airline. 'workers, ' 
another $5 billion in Department of Edu- I 

making. There are two problems with ' 0 .  

that: First, Gephardt and Daschle are 
clueless as to how to stimulate the econ- 
omy. S.econd, even ,if they weren't eco- 
nomically illiterate, they m i g h t  not 
support an economic-revival plan that : 
would ensure that Republicans retain the' 
House and recapture the Senate in 2002. . 

As Rep. Pat Toomey, the Pennsylvania 
Republican, notes: "Our GOP leaders 
need to understand that a slumping' 
economy is not necessarily contrary to 
Dick Gephardt's political interest." 
' So in thename of bipartisan cwpera- " 
tion, George W. Bush may commit a 
grave political and economic sin: signing, ' 
a. bipartisan stimulus package that 
doesn't stimulate. And if that happens, 
even a great military victory may not 
be enough to maintain these stratos- 
pheric approval ratings for long. .Just ask. 
the president's dad. , . NR 

There is a small Catholic College in the mountains 
4 ' of Southern Califprnia 

. . . unlike anything in.;your.,experience. .. . . . . ..: . .  . I , 

. .  
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politician of the past half-century, surely 
by now we can all agree that Bill Clinton 

! is, at least, a close second. 
The Bush campaign strategy of tying 

Bill Clinton’s scandals land sexual The Un-Clinton ’ escapades around A1 Gore’s neck isn’t 

I 

i just ineffective;, it’s completely counter- 
‘ Gore is not Clinton-that’s-the problem ; 

S T E P H E N  MOORE 

HROUGHOUT the 1980s the 
Democratic party’s collective 
political judgment was blinded 
by a visceral hatred of Ronald 

Reagan. Left-wing pundits couldn’t 
fathom the affection of the American 
pi .51ic for Reagan, nor, worse still,. its 
agreement with his right-leaning ideas 
on the military, the economy, and moral 
values. In 1988, Michael Dukakis’s 

referendum o,n Reaganomics. Bush car- 
ried 40 states. 

It  wasn’t until the public.learned that 
Bush was not, in fact,’ “just like Reagan” 
that they rebelled against the GOE and 
that the party’s “electoral lock” on the 
White House vanished. In 1992, Bill 
Clinton was smart: He ran not against 
the ghost .of Reagan, but against the 
defective policies of Bush. And he won 

The Bush campaign strategy of tying Bill Clinton’s scandals 
and sexual escapades around AI Gore’s neck isn’t just 

ineffective; it’s completely counterproductive. 

biggest blunder was his insistence on 
running against Reagan, not George 
Bush. The Democrats bemoaned the 
policy failures of “the last eight years,” 
and warned voters that Bush would 
dcliver more of the same. Voters 
rcplied: That’s good, because that’s 
exactly what we want. In short, !he 
Democrats made the 1988 election a 

Mr. Moore is president of the Club for 
Growth. 

by promising to recreate the prosperity 
that Bush‘s mismanagement of the 
economy had let slip away. 

Could it be that Republicans have 
now tripped into the same political 
ditch? It’s no secret that Republican 
party loyalists have a deep-rooted 
antipathy toward Bill Clinton. For 
eight years now, this contempt for the 
man they call “Slick Willie” has short- 
circuited their political acuity. If Ronald 
Reagan was the most underestimated 

productive. There are, no doubt, some 
similarities between Clinton and his vice 
president: Both have .the.same tendency 
to view truth-telling as optional. But the 
American public simply doesn’t believe 
.that A1 Gore is the kind of sexual preda- 

. 

‘ 
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tor that lBill Clinton is; and, 
they are right., . 

Voters st.ill have a very ne 
tude toward Clinton’s vi1 
behavior in the Oval Office, 
hardly in revolt over his 
performance when it comes 
to matters of state. That’s 
not too surprising, because 
Clinton’s overall economic 
record is more favorable 
than many Republicans 
and conservatives wish to concede. 

Bill Clinton did not, of course, cause 
this magnificent expansion. But when 
someone is raking in a huge pot at the 
poker table, you don’t lecture him about 
how he played the hand all wrong. 
Voters don’t care all that much about 
who deserves the credit; what they 
know for certain is that this 
truly is, a marvelous econo- 
my-and, more than anything 
else, they want more of the 
same./ 

That’s entirely rational. If 
we were to rank presidents on 
the basis of their success in 
generating prosperity, jobs,. 
and income growth, Bill 
Clinton gets a surprisingly 
strong report card. Let’s take a 
look at how past presidents 
have fared, using an objective 
economic index constructed 
by Harvard University and 
Hoover Institution economist 
Robert J. Barro. Barro mea- 
sured the change in four key 
economic indicators over the 
last 13 four-year presidential 
terms: the inflation rate, the 
unemployment ‘rate, the GDP 
‘growth rate, and interest 

, rates.. 
Conservatives will be 

cheered to ,learn that Reagan’s 
first term ranks first on the 
Barr0 index. But-and this is 
likely to hit Republicans right 
in the solar plexus-clinton’s 

‘second term ranks a strong 
second, blowing away Bush, 
Ford, and Nixon. Barro 
explains Clinton’s high stand* 
ing by noting: “When it came 
to growth, [Clinton’s] good 

. .  

leave regulation, -and overzealous . 

an titrust enforcement.” NR economist 
Lawrence Kudlow has made exactly the 
same point over the..past ,four: years. In 
some ways, Clinton’s success is the ulti-1 
mate validation of the”.Reagan supply- 
side model. 

Barro’s index underscores the folly of’ 

. 

‘ ‘ I  

. ’ . .  . Gore is much more reminis.’ 
cent.;-in:”philosophy of the Euro] .:ai, 
socialist :leaders of the‘ 1980~Fra i i , -u i s  
Mitterrarid,’ for example-than of the 
reformist New .. Democrat movement 

. built .by Clinton. . I 

’ 

It’s a worthwhile exercise to step back . 

‘a minute and contrast Bill Clinton’s pol- 
icy successes with A1 Gore’s hifty cam-, . 

. paign positions. irst, free 
trade: Gore says th t .he w:siifs 
a , ,union-dictated, environ- 
mentalist “fair trade” policy; 
nowhere does he trumpet fiee 
trade. “Fair trade,’’ of course, is 
a code word for protectionism. 

. Second, welfare reform: 
Gore’s nanny- state propods 

P .  

By David Smith 

I 

for ‘free health care, -chiid 
care, preschool, etc., would . 
resurrect the old morally de- . . 
crepit welfare state under a 
different name. His goal ,is 
much the same as that of the 
Great Society: to place the 
state in.the role of surrogr.::-e 
fatherbreadwinner. We have 
30 years of evidence that 
that’s a prescription for social 
and economic disaster. 

Third, spending restraint: 
Gore has proposed about 
$ I .6. trilFion in new spending 
over the next decade. That’s . I 

more money than Mondal::, 
McGovern, and Dukakis pro- 
posed-not individually, but 
combined. Message: Gore’s a 
big spender, par excellence. 
Fourth, Clinton has cotied up 

to business interests, and has 
fixated on the financial mar- 
kets as a performance gaugt 
Gore, in contrast, is campaign- 
ing as a demonizer of “big 
business,” regularly attacking 

. 

’ 

. 
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inLiListries he disagrees with: oil compa- 
nits. HMOs, drug companies, Microsoft, 
nll , i  i i g  tobacco. 

(’;!I economics, Gore is a “Clinton 
DcInocrat” only when it comes to per- 
petuating Clinton’s debilitating eco- 
no11lic policies. He wants a higher 
blininiiim wage; he’s against pro-growth 

cuts, and supported Clinton’s veto of 
the repeal of the death tax;’ he wants 
pt!:..i family leave; and. he wants. to hike 
thL budget for the Justice Department 
trustbusters. He recently told the 
Washington Post. that  he relishes the 
opportunity to run as a progressive, 
trust-busting, anti-corporate crusader. 
On environmental policy, Clinton has 
been friendly to the radical greens; Gore 
wwld paint the Oval Office green. The 
Kyoto global-warming treaty alone 
ouiht to give Americans pause about a 
Gore presidency. 

The Bush campaign has to start 
pounding Gore -Lieberman mercilessly 
.for lurching the Democratic party back 
to the loony left. Tying Gore to Clinton 
simply makes Gore seem reasonable on 
pr:licy, and a decent enough standard- 
bcarer for prosperity. He’s nothing of the 
sort. He could very easily be to Clinton 
what Herbert Hoover was to Calvin 
Goolidge. 
”bush should debate Gore dozens of 

times before the election. Ea.ch time 
Gore opens his mouth on national Tv, 
hc utters some new scheme to boost 
government spending and undermine 
individual liberties. That’s an act that 
wears thin, over time, to an American 
public that still prefers a paycheck to a 
welfare check. 

I’m a fan of Dick Cheney, but he said 
s:)rnething at the Republican conven- 
lion that encapsulates why the GOP 
ticket has lost 15 points,in the polls in 
the last four weeks. He said: “Does any- 
one . . . seriously believe that under Mr. 
Gore, the next four years would be any 
different from the last eight [under 
Clinton] ?” If Americans conclude on 
Election Day that Gore would govern 
just like Clinton, the election is lost- 
for the Republicans. The message of the 
Barro index is that the only way for 
Bush-Cheney to win is to convince vot- 
ers that four years of AI Gore would be 
nothing at all like the last eight. NR 

Tax (Credit) 
. &Spend 

A 

Liberalism’s latest 

social engineering 
b < 

I 

LAWREN‘CE K U D L O W  

s the presidential campaign takes A on a more ideological cast, ii‘s the 
argument over tax cuts that most dra- 
matically captures the different visions 
of government of the two candidates. 

George W. Bush‘s tax-cut plan would 
shift a substantial amount of economic 
power from the federal government 
back to individuals. Bush aims to limit 
federal tax revenues to no more than 
one-third of the income people earn, 
and there’s a strong moral dimension to 
this economic principle: Bush believes 
that self-governing individuals-as they 

Mr. Kudlow is an NR contributing 
editor. 

‘ 

I 

exercise their personal responsibilities 
to each ot er, their families, their busi- 
nesses, and their communities-will be , . 

a more reli’ble engine of prosperity 
than any nu ‘ber of Washington bu- . 
reaucrats and regulators. 

Bush‘s one-third rule on taxes holds the 
key to understanding who the Texan real- 
ly is, and how he would govern if elected 
president. The contrast with AI Gore 
couldn’t be more striking. Gore’s tax plan 
contains no fewer than 29 targeted tax 
credits, each with specific govemment- 
approved behavioral requirements and 
means-tested income thresholds for eli- 
gibility. This is not a tax-relief package; . 
it’s an IRS-administered monopoly of ’ , 

government entitlements, transfers, 
grants, and subsidies, adding needless‘ 
complexities to the confusing system of 
pulleys and levers in t h e  existing tax 
code. 

Together with the harsh regulations 
he has threatened to impose on unfa- 
vored businesses, Gore’s tax-credit ava- 
lanche would drastically enlarge the 
government’s, role in the  economy. He 
told the Democratic convention that 
only “over my dead body” will there be 
across- the-board tax-rate reduction. In 
Gore’s view, the free-enterprise sector 
has gotten out of government’s control’, 

L I ,. ‘ 

’ 

. 

THE LIEBERFLOPS 

Social Security 
Lieberman supports “privatitationn - 
“A remarkable wave of innovative thinking is 
advancing the concept of privatization, some 
personalization of retirement plans. . . . I 
think in the end that individual control of 
part of the retiremenVSocial Security funds 
has got to happen.” (San Diego Union 
Tribune, April 19,1998) 

Lieberman opposes “privatization”- 
“And look at what Governor Bush is propos- 
ing. Instead of saving Social Security, he’s 
on a course to savage it with a privatization 
scheme that would take $1 trillion out of the 
nest egg that belongs to every worker in 
America, and jeopardize the program sta- 
bility and the security of the working future 
of the American people.” (Remarks at 

Connecticut AFL-CIO 
convention, Aug. 7, 
2000) 

“There’s a case 
where the Bush cam- 
paign has taken some 
comments a couple 
years ago and made them into holy writ. It is 
not true. I was intrigued by the idea of priva- 
tization [sic] part of Social Security.” (Larry 
King five, Aug. 8,2000) 

“In June, the Gore campaign prudently 
asked Lieberman to prepare an ‘op-ed col- 
umn’ on Social Security. ‘My Private 
Journey Away from Privatization’ attacked 
‘an expensive experiment’ and endorsed 
Gore’s plan. It appeared in no newspapers, 
but was filed at Gore headquarters for 
future distribution-which came this 
week.” (Robert Novak, “Moderate Talk, but 
a Distinctly Liberal Walk,” Chicago Sun- 
Times, Aug. 10,2000) 

~ ~~~~~~~~ ~~~~ 
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. . .  in Congress. ''To,Hughes . . .promising to' 

day for fresh and frequent1 

updated news and analysis 

from leading conservative 

commentators . . .  and, of 

course, William F. Buckley Jr. . . .  
I 
, fresh, well-written." 

- Po/iticalProfessional.com 

"American conservatives are 

not accustomed to being 

called hip, cutting edge, highly 

personable, communal, and 

funny, but that is the recipe 

behind NationalReview.com's 

secret sauce. . . i NRO 

succeeds because it is less a 

zine than it is an online bull ses- 

sion, a living, breathing (dare 

we say organic and comrnu- 

' 

nal?) complement to the print 

mag's older demographic and 

bi-weekly cycle. . .  ." 

- min's New Media Report 

aking initiative. In the weeks 
p to the decision on stem-cell 

run smoothly forever 
major breakdown. "I do 

anti-leaking crusade back in 1983 
T h e y  run'a button-up place." NI 
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N recent weeks President' Bus], has I been crowing,,that h e  has trapped 
spindthiift ' Capitol Hill, Democrats 
inside the Social Security 1ock.box. The. 
White House theory is that because the 
Democrats have now. pledge .never to , 

take another dime from t e 'F:!ciai 
Security' surplus fund, they ar 1 -  da;;gling 
from the horns of a no-win budgetaq 
dilemma: They must give up either the 
lock-box gambit (and thus expose 
themselves as fiscal hypocrites) or their 
multibillion-dollar wish 'list of social 
spending (and thus infuriate their liberal 
base). I 

There's one problem with this diL~ory: 
spendthrift 'Capitol Hill Re~~ublicans, 
who have their own pricey shopping list 
when it comes to this year's budget. 
Bush has pledged to veto spending bills 
that would .tap into Social Security- 
but repelling the: congressional budget 
raiders will be a herculean task wl;i.il SO 

many of them are members of his ..wn 
Party* 
, Here's just one depressing example of 
the bipartisan nature of today's spend- 
ing binge. So far this year, legislators 
have requested ' an all-time-record 
number of pork-barrel special-interest 
projects-bicycle paths, county c Iw-  
thouses, r'ailroad museums, sh: :.k- 
research funds,  money for onion 
growers, and the like. At least half of 
these slabs of taxpayer-funded bacon 
would be delivered to Republican dis- 
tricts. The Office of Management a d  
Budget calculates that if every one d 
these requests were approved, the price 
tag would reach $280 billion. That's 3 

Mr. Moore is president of the 
Club for Growth. 
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figure' equal to the entire defe 
get. 

Over the past three. years-a period 
of Republ'ican control of both House 
arid Senate-the rate of growth o'f 
federal domestic speliding has acceler- 
ated from 6 percent to 8.5 percent, dur- 
ing a time of nearly zero inflation. 
Congressman Pat Toomey, a Pennsyl- 
vania Republican who is the fiscal- 
conservative watchdog on the House 
Budget Committee, complains that fed- 
eral appropriations may rise by as much 

B as 10 percent by the end of the year-a 
far cry from the 4 percent spending 
increases that Bush sought when he 
released .his budget plan back in 
January. 

What ever happened to the hard- 
charging fiscal conservatives in Con- 
gress who once wanted to shut down 
agencies and  even ent i re  cabinet 
departments? I t  was only six years ago, . 

in the winter of 1995, that Republicans 
were promising a fiscal revolution-a 
rollback of layer upon layer of failed 
multibillion-dollar welfare-state pro- 
grams. 'For a brief but glorious moment, 
that is' precisely what happened: In 
1996, for the first time in more than a 
decade, many federal agencies saw a 
decline in their annual budgets. Big 
government was in full-scale retreat, 
or so it seemed. But the ethic of fiscal 
housecleaning proved to be short- 
lived. 

The original "Contract with Amer- 
ica" budget in 1995 slated more than 
300 programs for termination. Some of 
these programs-such as the Legal 
Services Corporation and bilingual- 
education funding-were, little more 
than political slush funds for special- 
interest constituencies. Others-such 
a s  TVA-aGd the Ru'ral Electrification 
Adminis tra tion'-were already antique 
when Barry Goldwater campaigned 
against them in 1964. And most of the 
rest were hopelessly ineffectual: the 
Economic Development Adminis tra- 
tion, the World Bank, federal transit 
grants, the Appalachian Regional Com- 
mission, and so on. 

Not only does nearly every one of 
these programs still exist; they are actu- 
ally flourishing. For example, the Goals 
2000 education program-federal "free 
money" that some states have actually 
rejected because of the meddlesome 

. 

' 

, 

strings attached-has nearly tripled in. 
size, from $231 million to $688 million. 
The bilingual-education budget has 
risen by almost 40 percent, even as vot- 
ers all around the nation are overwhelm- 
ingly rejecting bilingual education 
because it hinde'r! the. ability of immi- 
grants' .children tq'learn.English. . 

Most farm programs were supposed to 
be phadled out entirely with tbe'passage 
of the Freq$m to Farm Act, back in 
1996, but it tubns out that over the'past 
five years payments to agribusinesses 
have actually soared. Freedom. to Farm 
was supposed to spend $47 billion over 
seven years, with payments dropping 
every year; the actual spending was 
roughly $86 billion, with payments ris- 
ing every,year. This year Congress .is 
rewriting the farm bill-the subsidies, 
of course, still exist-and a staffer on 

I 

What ever happened to 
the hard-charging fiscal 

conservatives in Congress 
who once wanted to shut down 

agencies and even entire 
cabinet departments? 

the Senate Agriculture Committee re- 
cently described the bill, as "the most 
costly and least free-market-oriented 
agriculture bill in at least a generation." 
Freedom to Farm has been converted 
into the Freedom to Farm Washington. 

Amtrak narrowly escaped the ax 
back in 1996, when Congress told the 
railroad's management it had to break 
even by 2002 or else be liquidated. This 
year, Amtraik-which President Reagan 
once aptly described as a "mobile feder- 
al money-burning, machine"-will re- 
cord its biggest losses ever; but House 
Appropriations' Committee chairman 
Don Young, a Republican, has just 
voiced his support for a $71 billion tax- 
payer bailout over the next ten years. 
That's almost as much as it cost to put a 
man on the moon: 

Of the tiny handful of programs that 
were terminated, some have since risen 
from the grave. The wool and mohair 
subsidy was' created in the early 1950s 

1 .  
I .  

rnents to- goat-: and sheepherders ,,,ert+ 
said to be vital for na t idna l  securiry,. 
because the mi1ita;ry':needed wool uni-, 
formsf: The Pentagon h a h ' t  used ,,.a., 
uniforms:for about 30 years no\!', so . 
ratiohale for. the subsidies long :.I,, d b  
appeared;' In. 1996,' t h e  Repiii.Iicanr 
killed &e program; in 1 9 9 9 ,  it was sud.' 
denly::.re'su.rrected u n d e r  a different 
name; The. National S h e e p  Industry 
Improvement Center was created to 
provide','"temporary" h e l p  for sheep. 
herders facing the problems of t>\.crpro,. 
duction'arid low prices. 

Corporate welfare i.s also as s:rL)ng 
as ever: T h e  mercantilist policics .of 
th'e Commerce.  a n d  .Agricul ture  
Departments are the antithesis of the 
free-market policies Republicans 'sa? 
they espouse, but t h e  congressional 
GOP has' never made an hmest effort, 
to push companies like AT T'an:! GE 
off the dole. .The welfare-re 1 rm ;-,;IC~- 

age included a two-year  time linlit 
for. receiving aid, because 'it was well 
known that continued assistance.sin1ply 
creates a culture of depqndence. Why 
should firms like Boeing receive Export- 
Import Bank aid 'for more than a 
decade? . ' I 

Perhaps the most embarrassing 'fiscal 
retreat of all involves t h e  Education 
Department. Republic'ans had argued 
i n  the Reagan years-and again aftei 
the GOP takeover of .Congress ir: 
1995-that this department should be 
shut down because it has had no impact , 

on school performance; in fact, t h e x  is. . ! 
a negative correlation between federal 
edu'cation funding a n d  academic . . 

achievement. But o n c e  they lost the 
fight with Bill Cl in ton  over closing 
down this dubious legacy of the Carter 

-era (the teachers unions used to brag, 
"We're the only spqcial-interest group 
in WashingFon with our own cabinet 
agency"), the Republicans adopi J 
precisely the opposite strategy: Nolit 
they're determined never  again to allow 
the Democrats to outspend them on 
this agency. Between 1996 and 1999, 
the department's budget shot up 38 per- 
cent, to $33 billion. In 2000, its funding 
grew by another $6 billion; and this 
year's Bush education reforms call for .I 

doubling of the federal education bud. 
get over five years. W h i t e  House offi- 
cials admit-anonymously and off-the.: 
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- .  
record-that these funds will .do almost 
nothing to help schoolchildren, but will 
do a lot to help Republicans save their 
jobs. 

Washington's culture of spending was 
an important reason the Democrats 
finally lost control of Congress in 1994; 
but that culture now thrives on the 
Republican side of the aisle. In 2001, 
the federal government will end up 
'spending some $400 billion more than 
it spent back in 1995 when the GOP 
took over the Congress. Every dime of 

. that  increase ,has been in domestic 
social programs; none of it has been 
devoted to defense. It says a lot about 
the Democratic party's priorities that 
the only protest Daschle, Gephardt & 
Co. have raised about the affordability 
of a federal program has been against 
missile - defense proposals. 

Jeff Flake, the freshman Republican 
from Arizona, expresses shock that every 
vote on the budget in the first six months 
he was in Congress was to expand the 
size of the government. "I'm still waiting 
for a House floor vote to make govern- 
ment smaller," he grouses. 

His colleagues evidently don't share 
hisview. In the past two Congresses 
there has been a stampede to get on the 
appropriations committees, which, of 
course, parcel out the dollars. So now 
we essentially have two parties ruling 
Capitol Hi1l:'one that wants big govern- 
ment, and another that wants even big- 
ger government. That's not the kind of 
sharply defined ideological difference 
between the two parties that will send 
voters to the polls to pull the lever for 
Republicans. 

If Republicans don't rediscover the 
ethic df fiscal restraint-if they don't 
dedicate themselves this fall to con- 
straining spending to 4 percent or so, 
which is about half what they'd like to 
spend-there will be disastrous conse- 
quences: The entire Bush-GOP fiscal 
strategy of tarring and feathering 
Democrats as fiscally reckless will col- 
lapse; the surplus will continue to 
shrink; Republicans will be lambasted 
as the Bonnie and Clydes who raided 
the Social Security trust fund; the GOP 
tax-cutting agenda will be discredited; 
and Dick Gephardt will be elevated to 
Speaker of the House. 

Then, of course, taxpayers wiil get to 
see what a real spender can do. NR 

. . .  . 
, ' . .  . 
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PUBLIC POLICY II 

I Visible . 
a 

P€syd( outs)',, 

Democratic White House o 
from school lunche 

.dren; President Clinton trie 
the Republicans with Okl 
bomber Timothy McVeigh. 
issue, everybody professed a 

John Kasich and Ro 
Heritage Foundation an 

ato analyst now run- 
Growth, concludes, 

taxpayers' money. In addition, conserva- 
tives viewed many business tax breaks as 
a partial corrective to the tax code's bias 

ndustries were able to shield a portion . 

if their investment from taxation, the 
iolution was not .to end this exemption 
>ut to extend it. 

Reich, meanwhile, claimed that p;-ny 
3f the programs Republicans wanted to 

eally corporate welfi'lre 
indirect benefits to the 

C t  benefits to conipa. 
as the Clinton admink. 
on of the publicinterest. 

ies it wanted to elimin;ltc. 
oed the Republicans' bu,i 'c.t 

partly because i t  did eliniin:!re 
subsidies,. The campaign agaillst 
ate welfare has never really reco"- 

a t  campaign has not, to be'sure, 
entirely disappeared. President Blisli'S 
budget cuts corporate welfare by alvut 
$1 2 billion. No president since Re:', :::!I 
has had a more ambitious program of 
retrenchment. But Bush's cuts exist only . 
on paper. He has said nothing in public 
about the cuts, done nothing to pressure 
Congress to make them, threatened no 

was unable to identi@ ' 

suggesting a 38 per- 

t c u t s  the Market 

case for the president to 
als to  rein in corp0rat.e w 

Fighting co@orate we2fare is the right [hi,? 
to do. The federal government ha. i10 

business subsidizing business. Corpm~te. 
welfare programs fall into two categories: 
either they pay for ventures that corporal 
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Killed on ,Taxes 
z 

The administration is blundering : . *  \ 
. S T E P H E N  M O O R E  

1 

HE White House is gamely trying to 
put a positive spin on the Senate 

rejection of President Bush's $1.6 tril- 
lion tax cut-Hey, at  least we got'the 
Democrats to agree to $1.2 trillion!- 

. but in reality, this was a .major blow to 
Bush's program: The tax plan is shrink- 
ing at the very tinie when it could- 
and should-be growing. Worse, the 
administration has become vulnerable 

' to a clever Democratic counterattack: 
Senate minority leader Tom Daschle 
and  House minority leader  Dick 
Gephardt now favor giving every worker 
a $300 tax-rebate check this year. The 
catch is they want to all but scuttle the 
longer-term income-tax rate cuts that 
are central to the Bush plan. "Our tax 
plan provides more tax relief, now when 
it's needed most," Daschle has slyly 
declared. 

Daschle is' at least partly right. The 
Democratic plan really does provide 
more tax relief now, when tax cuts are 
n4eded most. Never mind that the 
Democratic plan is economically silly: If 
governments could create prosperity by 
giving everybody $300, why don't 
Bangladesh and Nigeria try it? But the 
plan is politically attractive. The typical 
American will look at  the two compet- 
ing plans. and think: Hmm, a ,$300 
check right now or the mere promise of 
bigger tax cuts, which might arrive 
sometime around 2005. In those cir- 
cumstances, it makes sense to just grab 
the check. 

So the tax-cut effort is in serious trou- 
ble. The administration finds itself in 
this predicament largely as a result of its 
own freshman-year miscues. The first 
occurred when it became clear that the 
economy was in worse shape than most 
economists had originally believed. The 

Mr. Moore, an NR contributing editor, is 
president of the Club for Growth. 
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Torn Daschle by David Sniith 

Fed recently calculated that Americans 
lost a staggering $2.6 trillion of wealth 
in the last quarter of 2000. Because of 
those losses, consumers have slowed 
their purchases, blue-chip companies 
have laid off thousands of workers, and 
many high-tech businesses have gone 
bankrupt. 

Practically every prominent su'pply- 
sider has been urging Bush to endorse 
deeper and faster tax-rate cuts 'to boost 
the ailing stock market. The Bush team 
largely ignored the advice, insisting that 
they would not countenance revisions 
to their tax plan-even though it had 
been drafted nearly 14 rnoiiths earlier, in 
the midst of a roaring economy with 
GNP surging at a 5 percent rate. The 
result: Bush to this day has never sub- 
mitted an anti-recession tax-cut plan, 
thus leaving the field wide open for the 
Democrats. . . 

In February, Treasury secretary Paul 
ONeill made a huge blunder when he 

virtuall; pledged to resign i f ' the  tax cut , 

exceeded the Bush target of $1.6 .tri[-. 
lion. This set a ceiling, ra ther  than a 
floor, on the size.of the tax cut.  Worse, 
it undercut the promising wo+ of 
Bush's conservative allies. RepublicaI~ 
congressma I Pat Tooiney of Pennsyl- 
vania, for e ample., was fashioning a 
xoposal that ould have expanded on 
:he Bush plan i with a capital-gains tax 
:ut, and deeper, immediate ' incmertax .. 
Bate cuts. 

The Tooniey plan would have proviLj- . 
:d an immediate supply-side stimul:ls, 
md should have been warmly embraced 
3y the Bush team. (Note to the'W.hite . 
House:.It's not too late!) T h e  Todniey 
plan repaired the fundamental econolll- 
ic and political defect of Bush's original 
plan, the fact that it's far too back- 
loaded either to help the economy now 
Dr to help Republicans politically in 
2002 or 2004; More t h a n  two-thirds 
of the tax cut arrives a f t e r  2004, by 
which time Hillary could be running' 
the White House and t h u s  be the.one 
reaping the rewards of the supply-side 

What on earth are the Republicans 
waiting for? The  so lu t ion  to their 
conundruni seems obvious: more supply- 
side tax cuts, faster. How can they let 
Tom Daschle get to the right,of them on 
taxes? Here's another example: On the 
death tax, New York Democratic repre- 
sentative Charles Rangel ,proposed to 
cut the rate by 20 percent immediately,. 
The Republican plan, meanwhile, c :ills 
for eliminating .the tax  over e le im 
years, and doesn't cut the rate by 20 perf 
cent until 2008 or later.' Which plan is 
better? I'm not entirely sure. But why 
don't Republicans cut the rate 20 per- 
cent now (& la Rangel) and then phase 
out the rest over ten years? 

Because, they say, that will "cost" r m  
much. It turns out that  'congressic.d 
Republicans are politically constrained 
from endorsing virtually any tax plan 
that could truly help jump-start tile, 
economy, because of the tyranny of the 
r lockbox"-yes, the sanie "lockhos" of 
which A1 Gore spoke so reverently. 
lockbox originated as a contraptioll 
which Republicans tried to prc\ ~d 
Democrats from spending the sur17111S. 
Judging by last year's 8 percent increase 
in expenditures, it didn't work; and the 
GOP is now caught in i ts  own trap. 

policy. 
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Republicans. are also suffering from 

3nt3ther self-inflicted wound, in that 
budgetary-scorekeeping process on 

C:::-itol Hill is rigged against anyone 
w* l in l  wants to cut taxes. The best polit- 
ical weapon Gephard t and Daschle 
llil\-e in the tax fight is an obscure con- 
orcssiond agency .called the Joint 
&mmittee on Taxation (JCT). Ever 
since the GOP takeover of Congress in 
19‘15, this committee has ostensibly 
bL-.: !I run by Republican appointees. 
Bi:. in the past few months,,every JCT 
revenue forecast of the impact of the 
LVhite House’s tax proposals seems 
intentionally designed to make the 
worst conceivable case for the presi- 
dent’s agenda. I 

m 

Tom Daschle knows it’s 
tax-cut adversaries who 

have the momentum. 
m 

The JCT has a long history of inepti- 
tli.\e. For years, antitax Republicans 
have raged about its inflated estimates 
of how much tax cuts will ‘kost.” Here’s 
one very recent example. In 1997, 
Republicans finally strong-armed Presi- 
dent Clinton into signing a capital-gains 
tax cut, lowering the rate from 28 per- 
cent to 20 percent. The JCT declared 
t ! . . l t  the bill would cost the Treasury bil- 
lions of dollars over the next five years. 
Well, three years have passed, and guess 
what? The tax revenues from capital 
gains have soared. In 1996, with a 28 
percent rate, the capital-gains collec- 
tions were $52 billion. In 1999, with a 
3’ percent rate, they hit $99 billion. A 
1 1  .;lr 30 percent cut in the tax rate 
dlnost doubled the revenues. 

Nor has the JCT learned from its glar- 
ing mistake; it now scores the proposed 
15 percent capital-gains cut as a rev- 
enue loser. 

You’d be amazed how many absurd tax 
decisions Congress has made over the 
Years, owing to the JCT’s forecasting 
malpractice. The basic problem is that 
the JCT’s models assume that macroeco- 
nomic behavior does not change when 
tax rates change: Raise the tax rate from 
40 percent to 80 percent and ka-ching, 
the government automatically gets twice 

’ 

. .  

as much revenue in its cash regi$ter. 
Republicans were supposed to fix all 

this back in 1995 when the GOP won 
control of Congress. But a few years ago, 
the Republicans appointed Lindy Paull, 
never a friend of ,upply-side policies, to 
run the Jm, and %s faulty scoring of tax 
cuts has only gotten worse. The latest 
JCT episode, for example, has GOP tax- ’ 

cutters scratching their heads in disbe- 
lief: Over the next ten years, the death 
tax is expected to raise about $400 bil- 
lion-but at the behest of Charles 
Rangel, the JCT scored an immediate 
repeal of the death tax as “costing” $660 
billion. That’s about 50 percent more 
than the tax brings in! And get this: The 
JCr justifies this bizarre scoring by say- 
ing it took into account “‘behavioral 
responses” if the tax were ended. These 
l1 behavioral responses’’ are conveniently 
ignored, however, when they might sug- 
gest that tax cuts increase revenue. , 

When freshman House Republican 
Mark Kirk of Illinois arrived in Congress 
this January, he’was so astonished at 
how bad the revenue scoring is that he 
introduced legislation to require the 
JCT to use what he aptly calls “real- 
world budgeting.” By this, he means 
economic models that actually produce 
revenue forecasts that mimic what goes 
on in the real world. He has caught the 
ear of Reps. Dick Arniey and Chris Cox, 
both of whom are working behind the 
scenes to get real-world dynamic bud- 
geting adopted. It shouldn’t even re- 
quire legislation; there’s no law on the 
books now that requires Congress to use 
models that have no predictive power. 
Just change the computer models so 
they reflect reality. And hurry! 

The White House/congressional spin 
machine wants conservatives to think 
that even though the Senate trimmed 
the Bush tax cut by 20 percent in early 
April, it was still a victorjl. But it was 
Daschle and his anti-tax-cut forces, not 
Bush and Cheney, who were grinning 
from ear to ear after the Senate vote. They 
know it’s tax-cut adversaries who have 
the momentum. If Republicans don’t get 
behind a bigger and faster economic- 
recovery tax cu t ,  and soon, they’d 
better get used to those front-page 
newspaper photos of a gleeful Tom 
Daschle as he dismantles the Bush tax 
plan-and Republican hopes of holding 
Congress in 2002. NR 
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THE ADMINISTRATION 
. .  

1 Speedy . .  

. .  

1 Speedy . .  

Gonzales 
Bush‘s fast-rising counsel ’ . 

. _  . .  

R A M E S H  P ’ O N N U R U  

T’S widely. recognized that the Bush I ad’ministration has more Reaganites in 
,it than the Reagan administratio itself 1 

had. Nowhere is this more t rue  an in 
the administration’s legal team. Never 
have a Justice Department and a White 
House’counsel’s office had more lawyers 
committed to a conservative view’of the 
proper role of judges. It’s a talented and 
well-credentialed crew, too. B u t  it is also 
operating under: severe political con’- 
straints. So it remains in doubt  whether 
the administration will nominate. a con- 
servative for the Supreme,Court when . , 

it has a chance. The fact tha t  White 
House counsel Albert0 Gonzales tops 
most people’s lists of likely nominees 
does nothing to resolve the mystery. 

Gonzales was raised, w i t h  seven 
siblings, in a two-bedroom house in 
Houston. His mother had a sixth-grade 
education, four grades better than his 
father. After high school, he went to the 
Air Force Academy. Whlile there, he 
decided he wanted to be a lawyer. He fin- 
ished college at Rice, then went  to Har- 
vard Law. He became a corporate lawyer 
at a prestigious,Houston firm. In 1995, 
George W. Bush, just elected governor, 
made Gonzales his counsel. Appointing 
Gonzales to office seems to have become 
a habit for Bush: He has since served as 
the secretary of state for Texas, a justice 
on the Texas supreme court ,  and now 
White House counsel. As Bush has said, 
“In many ways, A1 embodies the Amer- 
ican dream.” . 

When Gonzales took his latest job, 
conservative lawyers in Washington 
were wary, even suspicious. Partly this 
was because he was not par t  of their 
inbred world. But Gonzales also had 
‘more of a reputation as a Bush loyalist 
than as a conservative. During his short 

’ 

1 
. 

’ 
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country-club Republicans-have been 
r .. . .-. ’ 
: But there is a solution. In 1846, D.C., 
residents living on the Virginia side of 

‘ 

the Potomac prevailed on Congress to 
return their portion of the District to 

, in a process known as retro- 
This offers an historical model 

nfiguring D.C., and it’s constitu- 

s would see it as a 
at to existing power 

Democrats have 

sement. State- 
r and over that 

ce-baiting is now a key tactic for 
ocrats. D.C. statehood will play 

into their hands-unless conserva- 
tives are ready to repel the coming 
charge. NR 

P O L I T I C S  
.%.!,iJ F 

The Governors.‘ 
List ! ’ . I  ‘ 

What “.too much” success 
, has done 

S T E P H E N  M O O R E  

EORGE w. BUSH has made it clear G that he intends to rely heavily on 
the 29 Republican gqvernors as a farm. 
team for talent and policy advice. New 
Jersey’s Christine Whitman and, Wis- 
consin’s Tommy Thompson are in the 
cabinet; Virginia’s Jim Gilmore is head- 
ing the Republican National Com- 
mittee; John Engler of Michigan, Tom 
Ridge of Pennsylvania, and, of course, 
Brother Jeb of Florida are among Bush‘s 
closest confidants. 

After a White House meeting be- 
tween Bush and a handful of Republican 
governors, Idaho’s Dirk Kempthoine 
announced that, ‘ L B ~ ~ l i ~  agenda is our 
agenda.” They want Bush to devolve 
power to the states, and Bush seems 
happy to oblige. 

Throughout the 199Os, Republicans 
dominated America’s governorships. 
Roughly 61 percent of Americans live in 
states with a Republican governor, and 
these governors have been trailblazers 
on policy issues ranging from welfare 
reform and school choice to tort reform 
and the environment.’Bush is also 
attracted to the governors for political 
reasons: Their state electoral machines 
were crucial to his victory in 2000. 

Stylistically, too, most of the governors 
are a good fit for Bush‘s low-key, nonide- 
ological demeanor. Unlike the GOP con- 
gressional leaders, whose rough-edged 
partisanship makes Bush visibly squea- 
mish, the governors are more naturally 
aligned with “compassionate conser- 
vatism.” For years, political analysts and 
reporters-along with liberal-leaning 
~ ~~ 

Mr. Moore is a contributing editor of 
NATIONAL REVIEW and a senior fellow 
at the Cat0 Institute. 

applauding the governors for a shrewd 
governing philosophy that combines CUI- 
tural moderation and fiscal conservatism, 

But here’s the  problem: :S ta te -  
government expenditures are boomimi, 
and much of the spending spree is 
occurring in sta es with Republicans at  
the helm. The w York Times recently 
reported that at ast half of the states 

gency,” and Governing magazine’ h i <  
declared that Republican governors 
have “rediscovered the joy of spendin;: ’I 
In ten states last year, budgets rose by : J 
percent or more;,four of those states- 
Rhode Island, Virginia, Wisconsin, alia , 

.Wyoming-have Republican .governors. 
Nationwide, only about o n e  of every 
seven dollars of state surpluses last year 
was sent back to workers through tax 
cuts or rebates. . 

What’s going on here? Just seven ye. i’s 

ago, New Jersey’s Christie Whitmail 
became a national supRly-side .heroine by 
riding her 30 percent income-tax-cut pro- 
posal to an improbable victory over an 
incumbent governor. The political and 
economic success of ‘LWhitmanomicsll 
touched off a nationwide tax-cutting 
spree. A new crop of influential ii;:J 
charismatic GOP governors---John Row- 
land of Connecticut, George Pataki of 
New York, Frank Keating of Okla- 
homa-joined Whitman, Tommy Thomp- 
son, and John Engler in this crusade. 

And the tax cuts worked: T h e y  were a 
passport to prosperity and reelection. 7 ‘ h  
states that cut taxes most had about tu *:e 
the job growth of-and about 40 percent 
more income growth than-states that 
didn’t cut taxes. Richard Vedder of Ohio . 

University calculates that in the  1990s’ 
about 1,000 Americans every day left 
high-tax states for low-tax states. (In the 
time it takes you to read this article, sew11 
more New York and Massachusetts fa:l.::- 
’lies will have joined the contempor;ii\’ 
gold rush for low-tax havens like Arizona, 
Florida, and Texas.) Meanwhile,. tax- 
cutting Republican governors have been 
getting reelected by sizable ‘margins for 
the past several election cycles. 

But now many Republican governlws 
are starting to question their party’s a:.!i* 
tax philosophy. Cigarette-, gas-, ;d 
sales-tax rates are inching up again to 
fund’pet spending projects. George Ryan 
of Illinois and Bob Taft of Ohio were 

are now experie 4 cling a “fiscal emer- 
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new’ taxes,” only to flip-flop iriexplicablv elected in 1998, and both wasted no time 

in bullying through major tax hikes to pay 
for infrastructure spending. Jane Hull 
raised the Arizona sales tax to pay for. 
school class-size reductions. Mike Leavitt 
of Utah has reaped the ire of conserva- 
tive activists for supporting a tax on the 
Internet to pay for new spending. After 
Louisiana’s Mike Foster extended a state 
sales tax on food, he publicly lashed’out 
at his supply-side critics: “Some people in 
my party see tax cuts as the Holy Grail. 
It’s .not.” (Unsurprisingly, Louisiana’s 
economic performance over the past five 
years has lagged severely behind that of 
the rest of the country.) 

Many governors have cast aside the 
economically productive rate cuts of the 
early 1990s in fa‘vor of such gimmicky 
tax-relief measures as tax rebates (in 

. Connecticut, Colorado, Minnesota, 
Mississippi, and.Wisconsin) and sales-tax 
holidays (in Florida, New York, and 
Oklahoma). In’ Texas, Bush himself put 
new meaning into the term “targeted tax 
cuts” by pushing for a sales-tax exemp- 
tion for diapers. 

This decline of tax-cutting fervor is 
surprising, because there’s no indica tion 
that state income-tax cuts have lost their 
political luster. Even in Massachusetts, 
nearly 60 percent of the voters approved 
a measure-endorsed by Republican 

. 

. 

What will you bequeath to future 
generations? How will the ideals you 

cherish now be sustained tlm? Who will 
articulqte your principles for the sake of 

your grandchildren, your faith, your com- 
’ munity, and your country? 

There is an answer. 

With your help, National Review will 
endure as a powerful voice, sustaining 

those beliefs you hold dear. Now. 
And for future generations. 
As ever, standing athwart 

history, yelling Stop. 

To obtain more infomiation a b u t  
remembering National Review in 

your will or estate, please contact: 
NationaI Review, Legacy 
Attn.: James Kilbridge 

2 15 Lexington Avenue, 4th Floor 
NewYork,NY 10016 , 

2 12-679-7330 

governor Paul Cellucci-to cut the ‘ 
income-tax rate from 5.85 percent to 5 
percent. If tax cuts still play in Boston, 
they &‘Mii!Iy should in Peoria. 

* I  

For Wery Reaganite antitax ‘ , 
crusader, there’s at least one \ 
governor who boasts about 

increased spending. 
I 

The ranks of Republican governors 
still contain a number of fiscal super- 
stars. Anlong those elected in 1998 .are 
Florida’s Bush and Nevada’s Kenny 
Guinn, who have qut property taxes; 
Cellucci of Massachusetts, who took on 
the entire state establishment to win his 
ballot fight for tax cuts; and Colorado’s 
Bill Owens and New Mexico’s Gary 
Johnson, who have chopped income-tax 
rates. Johnson has been unrelenting: He ’ 
has fought for tax cuts for six years, 
against a liberal legislature opposed to 
almost any loss of revenue. 

But for every Reaganite antitax cru- 
sader like Gary Johnson, there’s at least 
one Rockefeller Republican governor 
who boasts about increased spending. 
The national economic expansion from 
1995 to 2000 has generated a tax- 
collection bonanza, and Democratic and 
Republican governors alike have tapped, 
the windfall to fatten state budgets. In 
1998 state spending rose by 6.8 percent, 
in 1999 by 8.2 percent, and in 2000 by 
6.9 percent. That’s over a period with, 
almost nonexistent inflation; it’s also 
twice the rate of federal spending over 
the same period. 

Virginia is typical: For the first time in 
decades, the Republicans control both 
the legislature and the governorship, but 
the state budget soared by 10.6 percent 
last year. Now, as the economy slows and 
the fear of deficits reemerges, Repub- 
licans in the legislature want to scuttle 
the last step of Gov. Jim Gilmore’s famous 
repeal of the car tax; they would rather 
destroy Gilmore’s legacy than try to rein 
in the spending stampede. (Gilmore, . 
laudably, has refused to cave, vowing to 
fight on for his car-tax repeal.) . 

The shenanigans in Tennessee are 
even more disheartening: Don Sundquist 
ran for governor in 1994 promising “no 

two years ago-endorsing a first-eve; . 
income tax for Tennessee to close the 
$382 million budget shortfall created by 
Sundquist’s own spending excesses. The 1 

costs of the tax-guzzling Tenn-O;lre 
health plan are rising at roughly twice i I\e 
rate of Medi aid in all o t h e r  states. 
Republican legi lators have foiled Sun& 
quist’s plot to cr ate an income tax, but 
he’s expected L to ’ ’ again in 2001. , 

If Sundquist isn’t the most fixall$ re& 
less politician in America today, 
clearly in the top three. In New Ns&, 
George Pataki-whose supply-side . 
policies in the mid 1990s helped cure tile 
state of its debt hangover f rom a decade , 
of Cuomoism-infuriated conservatives 
by signing a 55-cent hike in the cigarette 
tax in 1999 to fund a iiiultibillion-dollar 
health-care program “for children.” ,He 
wants to expand the program again ;.!lis 
year, even as the state’s budget outl;.;& 
has turned decidedly gloomy. It’s gotten 
so bad in Albany tha! a New Ymk TimCs 
editorial has gushed with praise for 
“Governor Pataki’s Lean to the Left.”. 
Back in 1995, Pataki was a different gov- 
ernor, remarking in a speech at the Heri- 
tage Foundation that “in New Yt!rk, 
government has become the unin\... ;c.d 
dinner guest who arrives too early, eats 
too much, and stays too long.” The more 
he “grows” in office, the bigger. the mar. 
gins of victory for people l ike Hillary 
Clinton. 

And in Connecticut, John. Rowland’s 
1998-99 budget was so larded with 
extra spending that, it violated :he 
state’s constitutional spending cap and 
could be approved only by invoking the 
“Declaration of Extraordinary Circum- 
stances” loophole. Political scientist Alan 
Ehrenhalt recently: quipped: “Some fiend 
has kidnapped the conservative governor 
and installed a Hubert Humphrey liLx*ral 
look-alike in his .place.” 

Alas, that could be said of up to a 
dozen Republican governors these days: 
They’re drifting to the left to appease 
voters who didn’t vote for them-ad 
who never will. Meanwhile,‘ conservative 
voters in states like Arizona, Illiiioisl 
Ohio, Tennessee, Utah, and New lid 
are starting to seethe over the  betrii.a.;ll- 
When dealing with the govern‘ lrsl 

President Bush needs to t a k e  great care 
to make his agenda theirs-not the other 
way around. NR 
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paid attention t o  the campaign, and. 
that’s why they want to hear more 
specifics. That’s’ fine, but it should not 
be considered a sign of merit on their 
part; we don’t think’ the best math stu- 

is that these voters 
ndents, and that is 

ties confirmed in 
east informed vot- 

izens can rationa 
sions and determine 
interests. If they are un 
those calculations in 
do we want them to 
last stage of civic engage 

Americans to vote 

ieve that undecided 
the specifics they 

y did crave details, if 

. .  

they suffered from a ravenous yet  unsat- 
ed hunger for “specifics,” that would be 

a candidate without 
s is like saying you can’t 

lve the.,media for their fre- 
d covetage of the issues; but 

evidence that undecided 
ters would have paid any attention to 
stantive coverage even if the net- 

works offered it.) 
The reality is that most undecideds 

are trying to figure out which guy they 
like most, and which will be more fun to 
watch for the next four years. Indeed, 
not a single major shift in the polls 
between Gore and Bush can possibly be 
attributed to major developments on 
the “issues.” From Gore’s kiss to Bush‘s 
pronuncia tion of “subliminal,” undecid- 
eds have been moved from one column 
to the other-and back again-by 
events more often associated with beau- 
ty pageants than ‘with governing. No 
one expects the average Joe or Jane to 
admit this when they are under the stu- 

but it’s the truth; so the 
start switching off the spot- 

trained, obsessively, on 
their whole ignorant 

NR 

The Undecided k r c r  by Roman Gcnn 

C A P I T O L  HBLL = ,  

‘Tax, Spend, 
’ and Elect’ 

A fiscal free*for#all 
in Congress 

S T E P H E N  M O O R E  

ACK in Jliy, niy Cato Institute col- B league Steve Slivinski and I released 
a study warning that this Congress was on 
pace to be the biggest-spending Congress 
since the late 1970s. Our  study was wide- 
ly ‘publicized, and infuriated Repub ‘can. 
on Capitol Hill accused us of exag erat- 
ing the budget buildup. House ma B ority 
whip Tom DeLay and others insisted 
that the spending spree in Congress this 
fall would not be as financially reckless 
as our report predicted. 

Well, they were right. The fiscal mess 
on Capitol Hill .isn’t as bad as w c .  
thought it would be: It’s actually a lo! 
worse. The Republicans are now set to 
approve spending bills for next year 
that will exceed their own spending 
caps by a whopping $98 billion. That’s 
more money than we spent on the entire 
Gulf War. 

What’s even more ‘depressing-and 
truly inexcusable for a party that profess- 
es fiscal conservatism-is that the GOP 
has managed to outspend even President 
Clinton’s original budget request, by $20 
billion. Or, to state the“’point more 
emphatically: Taxpayers would be much 
better off if Republicans had siniply rub- 
ber-stamped every Clinton administra- 
tion spending request back in Februaq. 
and then adjourned for the rest of the 
year. At the start of the year, the White 
House requested $620 billion for discre- 
tionary programs. The Republicans are 
set to approve $640 billion. Congressbid 
Quarterly now reports that  by the time 
Congress adjourns, GOP appropriators 
could end up spending over $650 billion. 

Mr. Moore is a fellow at the Cat0 
Institute and president of the Club for 
Growth. 
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worthless or counterproductive nanny- 
state program and I can almost assure 
you it’QMrhg more money this year. 
The Legal Services Corpora tion for left- 
wing lawyers? Up $20 million. The 
NEA?”Up’ $7 million. Amtrak? Forget. 

a $3.3 billion bailout. . . a  

No bill is uglier than the agriculture- 
funding legislation. The celebrated 
Freedom to Farm legislation of 1996 
was supposed to phase out crop and 
dairy subsidies over five to seven years 
so that farmers could finally produce 
for the. market rather than Uncle Sam. 
But that legislation has now been offi- 
cially eviscerated. This ,year’s $78 bil- 
lion farm bill is by far the most. 
expensive in history.’Florida citrus and 
lime growers will get $58 million in 
payments; the famous wool’ and 
mohair subsidy has been resu.rrected, 
so that Vermont sheep herders will get 
$20 million in renewed handouts this 
year; apple and potato farmers get 
$138 million; Connecticut oystermen 
will get an emergency bailout; and 
the loan program for Florida sugar: 
plantation owners has been made 
more generous than ever. Aggrieved 
avocado farmers in California will now 
receive’ funds’ from a new tax on 
imported avocados. (The tax dollars 
generated from this tax “will be used to 
fund research and marketing‘ cam- 
paigns in favor of avocado consump- 
tion.”) The bill even allocates $1.6 
billion over the next five years for 
increasing food-stamp payments, thus 
further eroding a key provision of the 
successful welfare -reform effort. . 

Other last-minute budget bills are 
also. larded up with indefensible new 
spending. There’s $20 billion for fat- 
tened Medicare subsidies, another 
$3.6 billion in farm emergency fund- 
ing, and $6 billion extra for veterans’ 
health-care benefits. The ‘transporta- 
tion bill pipelines an extra $75 million 
to Salt Lake City for the Olympic vil- 
lage. This brings the federal taxpayer 
cost of the 2002 Winter Games to $1.3 
billion, and counting. Meanwhile, the 
$15 billion foreign-aid bill is so 
crammed with statist approaches to 
economic development that liberal 
Democrats like Nancy Pelosi have been 
boasting: “The money we are talking 

privatization-Congress just gave them \ , 

1996. Many school-aid programs are 
faring a lot better under a Republican 
Congress than they did under the 
Democrats. 

H 

Republicans believe that 
fiscal conservatives are losing 

the battle because of the 
politics of budget surpluses. 

There’s a reason for this: ‘Fiscal con- 
servatives in Congress are becoming an 
endangered species. The National 
Taxpayers Union recently reported 
that in this Congress, only two mem- 
bers have voted to cut the budget mort 
than to increase it: Republican con- 
gressmen James Sensenbrenner of 
Wisconsin and’ Ron Paul of Texas. 
Republicans and Democrats are now 
sponsoring seven bills to raise federal 
spending for every bill they propose to 
cut the budget. 

So why can’t Republicans restraii: 
their fiscal appetites? Almost ever! 
Capitol Hill Republican I talked to 
believes that fiscal conservatives are 
losing the battle because of the politics 
of budget surpluses. “For the last 20 
‘years, the budget deficit was our one 
line of defense for restraint on spend- 
ing,” says Wayne Struble, chief of stati’ 
of John Kasich‘s House Budget Com- 
mittee. “Now that fence is gone and 
there are effectively no restraints left.” 
Rep. Joe Scarborough of Florida agrees. 
He remembers that when he first ran 
for Congress in 1994 the $200 billion 
budget deficit was prima facie evidence 
to voters that the government was too 
big and too intrusive. “Now,” he says, 
“the case for cutting government just 
comes down to philosophy. It’s a 
tougher sell.” 

. .  

~ -~ ~ 
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Indeed it is..One lesson here is .that if 
‘Republicans don’t start hacking away at 
taxes, these budget surpluses are going 
to lead the nation into bankruptcy. So 
far, for every dime of tax cuts from the 
budget surpluses, spending has gone up 
by a dollar. 

Republicans do themselves 
no favors when they let 
themselves be seen as 
raiders of the treasury. 

Republicans have deluded themselves 
into thinking that this “tax, spend, and . 

VI elect” model will guarantee them life- 
Pb time job security. They’re wrong. History 
~4 teaches us that Republicans who spend 
‘Q’ like Democrats are expendable to voters: 
‘4‘ They are redundant. It  was precisely this 
Cg kind of’election-eve spending orgy that 
b*b nearly cost Republicans their House 

’ tV majority in 1998. Conservatives were so 
appalled by the GOP’s spending frenzy 

.that many chose not to vote at all. The 
stakes are higher this year, to be sure, and 
many conservatives may give spend thrift 
Republicd&8”&ss in order to prevent an 
AI Gore presidency and a Dick Gephardt 
speakership. ,, 

But Repulhcans do themselves no 
favors when they let themselves be seen 
as raiders of the treasury. FromL1999 to ; 
2001, total federal social spending will 
have risen by almost 14. percent. When I 
showed the study on these spending 
trends in Cpngress to’ my neighbor, 
Democratic senator Byron Dorgan of 
North Dakota, he triumphantly 
declared: “I keep telling you, Steve, it’s 
the Repirblicans who are the big: 
spenders these days.” . 

It’s getting harder with every passing 
week to rebut Dorgan’s point. The GOP 
is being profligate, and the Democrats 
know how to take advantage of it: They 
see the Republicans and raise them. 
The White House has threatened to 
veto 7 of the 13 appropriations bills- 
because they are “severely under,- 
funded.” This is a game the GOP can’t 
win. They shouldn’t try. NR 
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is that enough? 

’ DAVID P R Y C E - J O N E S  

E do revolutions more tidily than : 
we used to. A million people took 

to the Belgrade streets, flagwaving and ’ 

blowing whistles. They stormed and set 
fire to the parliament and the television 
station, but virtually nobody was hurt.’ 
Duly and properly elected, the n e w  pre.s- 
ident, Vojislav Kostunica, opened his 
address to she nation with the words, 
“Good evening, liberated Serbia.” This 
new president is a rather trim constitu- ‘ 
tional lawyer, and he had a record as an 
anti-Communist at a time when it mat- 
tered. Evidently he belongs to the 
human race. Away with sanctions a d  
out with checkbooks. Democracy tri- 
umphs. What hashappened in the for- 
mer Yugoslavia completes the dramas of 
a decade ago in the old Soviet  Union , 

and its satellites, and-formally ’at 
least-it brings old-style Communism to 
a close in Europe. 

A shadow defaces !he projecte:‘i 
happy ending, and it is the shadow of, 
Slobodan Milosevic, who brought this 
revolution down on himself. With his 
podgy passionless features, and his 
tightly buttoned gray suits, he looks 

.exactly like the veteran Communist 
that he is, and not quite a member of 
the human race. ,Going to war fou:. 
times, he has destroyed the Yugoslaviri 
he claimed to be saving. Tens of thou- 
sands are dead, hundreds of thousands 
displaced. Historic towns and monu. 
ments are flattened. During his 13 
years in power, he has stolen a fortune 

, variously estimated at  between $145 
million and $300 million. He ha:. 
allowed his wife and son and chosen 
colleagues to embezzle public money on 
a comparable scale. His secret  police 
have m.urdered his opponents. Finally, 
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Tax Cuts: 
A Comeback 

Lower is still better 

L A W R E N C E  K U D L O W  & 

S T E P H E N  M O O R E .  

ARLIER this year, pundits were still E declaring tax cuts dead as a politi- 
cal issue, smothered by Reagan’s suc- 
cess in cutting rates in the 1980s.and 
by prosperity in the 1990~.~ 

But  not so fast: Tax cuts may be the 
sleeper issue of this campaign. Presi- 
dent Clinton just vetoed marriage- 
penalty tax relief, calling it a “fiscally 
reckless, tax strategy’’-but the public 
disagrees. Poll after poll shows a new 
shift of voter preferences toward tax 

A recent Wall Street JournullNBC poll 
shows that voters now prefer using fed- 
eral budget surpluses to cut taxes across 
the board, rather than reduce the 
national debt. The margin is 42 percent 
to 32 percent, a significant shift from a 
few months ago. A Zogby poll finds that 
63.7 percent of self-described indepen- 
dent voters’believe they are overtaxed, 
and that nearly half believe a 10 per- 
cent to 20 percent personal tax rate 
would be fair. A Rasmussen survey 
shows that 69 percent want to end the 
marriage penalty and kill the estate tax, 
but by a 2 to 1 margin (62 percent to 29 
percent) Americans prefer a tax cut for 
everyone. 

Here’s the real surprise: A recent 
Business Weekmarris poll found that 
minority voters are far more supportive 
of tax cuts than are white voters. Over- 
all, 78 percent of blacks and 68 percent 
of Latinos say cutting taxes is “very 
important” to them. . 

cuts. 

Mr. Kudlow is an NR contributing edi- 
tor. Mr. Moore is the president of the 
Club for Growth and an NR contribut- 
ing editor. 

Why this tax-’cut renaissance? The 
surplus has a lot’ to do with it. The ’ 

Coiigressional Budget Office now pre- 
dicts non-Social Security surpluses of 
$2.4 trillion over the next ten.years, 
with Social Security surpluses running 
to $2.2 trillion. Th,is CBO re-estimate 
marks the third upward revision in just 
the past six months, and it is ha,ving a 
big impaS’on ,,public attitudes. toward 
tax cuts. Thc’g$,rgument that we can’t 
afford them lose‘s force with every new 
surplus numbe; 

A smart GOP congressional. strategy 
is also helping. Instead of last year’s mis- 
understood, seemingly excessive $792 
billion tax-cut package-which Clinton 
vetoed, without provoking any public 
outrage-Republicans this year divided 
up the omnibus tax-cut bill into specific 
parts. The strategy worked: By the time 
of the convention in Philadelphia, the 
GOP had already succeeded in passing 
bills ending the marriage-penalty tax 
and the estate tax, cutting the 85 per- 
cent tax rate on Social Security bene- 
fits, expanding super-saver IRA and 
401(k) accounts (in a stunn,irig 401-25 
House vote), and lifting the taxable- 
earnings cap on seniors’ income (a bill 
that Clinton signed into lawnin the 
spring). I 

House Rules Committee chairman 
David Dreier, one of the architects of 
the Republican House tax-cutting stra- 
tegy, says: “As these surplus numbers 
went up astronomically, people conclud- 
ed that, hey, shouldn’t just a little bit of 
that come back to me? And we learned 
that people relate to specifics. For these 
tax cuts, the political importance of the 
smaller pieces became greater than the 
original tax-cut package.” 

House Speaker Dennis Hastert was a 
tax-cut hero in his advocacy of this new 
strategy. Though an ardent tax-cutter, 
Ways and Means chairman Bill Archer 
was initially unenthusiastic; tax-writing 
committees traditionally prefer big bills 
to small bills. But Hastert was able to 
persuade Archer of the political merits 
of small-is-beautiful. 

And the public was receptive. 
Despite talk of how the tax bite has 
diminished over the years, it is now, in 
fact, pinching some voters even harder 
Rising wages and salaries are pushing 
middle-income people from the 15 per- 
cent tax bracket to the 28 percent 

bracket-and, with increasing fre- 
quency, right up through the 31 per- 
cent  bracket to  the  3 6 ’ p e r c e n t  
bracket. 

This real-income “.bracGet creep” is 
punishing successful work with exces- 
sively progressive taxation. Largely as 
a result .of the bracket creep, personal 
tax payments over the past year have 
increased by a startling 12.2 percent, 
which is over four times the inflation. 
rate. Overall, national income is rising 
at a 6 percent inflation-adjusted pace, 
but after- tux personal income is growing 
only half as fast (3 percent). Mean-’ 
while, the surging stock market of 
recent years has flattened out through 
the. first two.-thirds of 2000, so the 
income from market profits has a t  
least temporarily disappeared. And 
tax payments made this past April 15 
for prior-year capital gains, b nuses, 
and salary ’hikes deflated pock tbooks 

sticker-shock. 

.. 

and wallets-creating major ? tax 
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Bush’s argument for ,tax cuts 
is principled rather than 

prudential, and fits well with 
today’s prosperity. 

m 

All this would certainly put folks in 
a tax-cutting mood. T h e  cause also 
benefits from leftover good feelings 
about the Reagan tax cuts, which con- 
tinue to create economic benefits to 
this day. (Notice how Gore, after the 
primaries, is no longer attacking “Rea- 
ganomics”?). By lowering the top per- 
sonal tax rate to 33 percent from 40 
percent, dropping the basic iniddle- 
income bracket to 25 percent, and 
pulling the 1.5 percent bracket down 
to 10 percent, George W. Bush has 
adopted Reagan’s principles. This pro- 
gram-including the plan to allow 
people to divert 2 percent of their 
Social Security payroll tax to retire- 
ment accounts-could increase the 
U.S. economy’s long-run growth po- 
tential from the current 4 percent to 
around 4.5 percent. 

But on the campaign trail, Bush 
sells his tax-cut plan less on the 
Reaganesque growth model than on 

I t 



the idea that Washington shouldn't 
gobble up all the surplus money: "The 
surplus is not the government's mo- 
ney. .The surplus is the peopte's 
money." Bush is also establishing what 
he calls a moral principle that the fed- 
eral goverpment should not take more 
than one-third 'of taxpayer incomes. 
Bush caiiipaign insiders say that the 
candidate originally wanted the. liniit 
to be one-quarter of taxpayer in- 
conies-and that if surplus nunibers 
continue to improve, he might.decide 
to push down the top rate even fur- 
ther. ' 

Bush's argunient is indeed princi- 
pled rather than prudential, and fits 
well with today's prosperity (the gov- 
ernor repeated the phrase "on princi- 
ple" again and again in the tax section 
of his acceptance speech). Bush's 
moral case for tax cuts is important, 
but that doesn't mean the practical 
one has disappeared: Tax cuts will still 
help expand the information econo- 
my. Just as important, they will stop 
Washington from launching a Great 
Society-type entitlement binge that 
could derail the prosperity. 

In the end, the biggest reason for 
the renewed power of tax cuts may be 
the larger forces afoot in the economy. 
Trillions of dollars of surpluses are 
expected to .flow in to a Beltway 
bureaucracy that is distrusted by Main 
Street and totally unfathomable to 
the Internet generation. Folks on 
Main Street and in the suburbs would 
rather use the money to help their 
kids. The kids, in turn; once they're 
old enough to turn in their skate- 
boards for business plans, would 
rather see their tax dollars devoted to 
new-technology start-ups.  A n d  
almost everyone-fully two-thirds of 
likely voters own stocks either direct- 
ly or indirectly-wants more after-tax 
income to invest in super-saver 
accounts that will help them, reap the 
long-term benefits of the stock mar- 
ket. 

Ownership, investment, and entre- 
preneurship fit the spirit of the times, 
and Bush has caught that spirit. The 
pundits who declared tax cuts a dead 
issue have been proved wrong. Tax 
cuts'are again at the heart of the Re- 
publican presidential campaign- 
right where they belong. NR 
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cheapest ones; victinis of pancreatic cancer are denied access 
to Gemzar, the cutting-edge treatment for the disease, and 
are instead given a drug that is less powerful an,cj,&ymore 
side effects. 

in 1990, Cutler an 

ease the plight of the 20 mil- 
d with Alzheimer’s, or 
or the millions more 

with cancer. His s 
biotech business 

nts. The result would 
retarding and revers- 
expectancy. America 
ice for a new middle. 

REMEMB R WHEN? l3z&mz& 

\ 
buti to our society, immigrants’ in the past 
acc pted the chore as a necessity. Anything 
w ch requires our schools to delay the all-important process of 

rning the language of their new country serves only to set up J dditional barriers for the immigrant child.” 

June 19,1999; Gore speech to Hispanic group NALEO 
“Some will exploit the issue of bilinQUal education for political 
gain. I believe we must support bilingual education-for educa- . 
tional gain.” 

1 

Hey, 

, \  
. Gore and 

0 ,  S T E P Y E N  M 0 . 0 R E  & 

J A M E S  C A R T E R  

N AI Gore, Dem0crat.s have at.last nominated the  perfect I liberal. Bill Clinton has been an imperfect liberal, because 
he has always cared more about his ’own political survival. 
than about the Left’s agenda; Gore, in contrast, is far too 
committed-ideologically and emotionally-to the liberals 
to abandon them so cavalierly. 

Gore is.more perfect than Hubert Humphrey, George 
McGoVern, Walter Mondale, and Michael Dukakis- 
because he can win. Fle will play the role of the “New 
Democrat,” with, scathingly moderate and Clintonesque 
campaign rhetoric. But the truth. is thataGore’s record and 
platform are no less statist than those of a Dukakis or 
McGovern. In fact, they are more so: By our calculations, 
Gore wants to spend $ 1  trillion on new programs over the 
next decade-on programs, such as universal preschool 
funding, that, a Walter Mondale would never have endorsed. 
This is what makes Gore the perfect liberal: the unique corn- 
bination of electability and II deep-rooted ideological coin- 
mitment to the expansion of government. 

In considering Gore’s liberal credentials, start with his 
congressional tenure. The National Taxpayers Un ion  tells us 
that he was thelonly senator who has ever-that’s right, 
ever-won the NTU award for the biggest .spender on 
Capitol Hill two years in a row. In 1989 and 1990,  he ma;*.- 
aged to nudge out Ted Kennedy for this honor. Evidently, i n  

those two years there were certain spending bills Gore voted 
for that were just so fiscally reckless that even Kennedy 
couldn’t, in good conscience, support them. In 11 of 13 
years, Gore received the lowest possible grade fiom MTU on 
taxpayer issues. How Republicans ever allowed Gore to 
define himself as  a “moderate Democrat’’ is a mystery. 

One of the first votes Gore cast in Congress was  in opposi. 
tion to the Reagan tax cuts of 1981. Twenty years, 35 mi1lir;il 
jobs, and 10,000 points on the Dow Jones later, he still crows 
about that vote-reveling in his anti-tax-cut credentials. He 
savaged his two chief political rivals within the party, Dick 
Gephardt and Bill Bradley, for having voted for “trickle-down 
economics.” (If Gore had had his way and the Reagan tax 
cuts had never been enacted, the average middle-inconie 
family in America would be paying $6,000 more  in taxcs 
every year.) 

Bradley made the fatal mistake of trying to run to the left 

Mr. Moore is the president of the Club for Growth, and Mr. 
Carter is an economic analyst in Washington, D.C. 
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df Gore in’the primaries; it  would have taken a crowbar to 
wedge into that narrow territory. Gore quickly established 
his leftist credentials and crushed the insurregip, Ralph 
Nader, we suspect, will face the same frustrations. 

Everything we know about Gore’s role in economic poli- 
cymaking as vice president is that he has been,.a,,cpnsistent 
voice of unreason in the White House. The famous 1993 
BTU tax was Gore’s inspiration. Bob Woodward reported 
that Gore pleaded with Clinton to the very end not to drop 
this regressive energy-tax proposal. (Incidentally, if all of 
Gcre’s energy policies were ever actually implemented, we’d 
!ook back on $2-a-gallon as a great bargain.) George 
Stephanopoulos’s book informs us that “Clinton would vent 
privately that .Gore was pushing him to raise taxes too 
much.” Gore swallowed his 1993 disappointment that the 
largest tax increase in. the history. of the world wasn’t big 
enough, and cast the tie-breaking vote for it in”the Senate. 
.He’s a s  proud of that vote as he is of the vote against 
Reaganomics. 

, 

rn 

AI Gore is.trapped in the 1970s and he can’t 
get out. He is a fiscal throwback to a much 

worse economic time. 
B 

Even now, with the swelling federal surplus, Gore will sup- 
port‘only the most circumscribed tax cuts. On, the campaign 
trail, he has offered up dozens of baffling new tax carve-outs 
that n u t  have the folks at  H&R Block drooling in anticjpa- 
tion of all the added pages of tax-code complexity: tax cred- 
its for child care, tax credits for parents who “stay at home 
to care for their babies,” an “after-school tax credit,” a long- 
term-care credit for elderly parents, college-tuition tax cred- 
its, “life-long learning tax credits,” estate tax credits for 
family farmers, and business tax credits for “worker training 
in. information technology.” Our personal favorites are the 
“tax credit to consumers for the purchase of more fuel- 
efficient cars and SUVs,” and the tax write-offs for building 
energy- Fonserving homes and using solar energy .to generate 
electricity and hot water. Help! AI Gore is trapped in the 
1970s and.he can’t get out. .. 

He is a fiscal throwback to a much worse ,economic timea 
Under a Gore presidency, the IRS tax code would start ta 
resemble a piece of bologna after someone has punctured out 
all the little green olives. The essence of good tax policy is, 
of course, the exact opposite: low rates, no loopholes, and a 
broad base. In principle, a tax credit is better than no tax cui 
at  all, but the sum total of all these microscopic, focus. 
group-tested carve-outs won’t reduce many families’ overall 
tax liabilities. When we add up all the 87 tax increases in the 
latest Clinton-Gore budget proposal, it turns out that the 
revenue raisers and the Gore tax cuts pretty much cance’ 
each other out. If Gore prevails, there will be a whole 101 
more lines on your tax form to wrestle with every April, bu! 
the size of your check to’the IRS would be no smaller. 

Gore can’t afford grandiose “tax-cut schemes,” becausc 

’ 

he’s got spending on his-rnid‘His gold-plated prescription- 
drug-benefit prcgram for seniors would cost $200 billion. ~k .;j 
“Retirement Savings Plus” plan would dole ou t  another :, 
$200 billion to low-income workers, who can’t, afford to Save , j  
on their own because, the Social Security taxes that Gore has 1( 
consistently voted to raise are SO high. Expanding go\.crn- 
ment health cdyerage to uninsur d families would cost $146 1 

.... I 

preschool for 3- 

money for regulators at OSHA, the , PA, and the civil-righb 
and antitrust snoops a t  the Justice epartment;. $16, biljjon .’ 

for teacher pay raises and teacher recruitment; $200 million 
for an antismoking initiative; $45 million for curtailing Lvio- . 

lence at abortion clinics; $2 billion to combat u r b a n  spr iivl; 
several million more to keep studying global warming- 
get the picture. 

The unhappy total comes .to about $1.04 tri l l ion of new 
spending over the next decade, or about .$ lO ,OOO,  per 
household. But, of course, to provide a fair and balanced 
accounting we need to subtract from this trillion-dollar 
spending. binge the money that Gore would save by shut- 
ting.down agencies he believes are inefficient and Obsolt.ce. 
The problem is, there aren’t any. Zero. Out of the seviiral 
thousand federal programs in the eight-pound federal bud- 
get, A1 Gore ha8n’t yet identified a single o n e  that  should. 
be terminated. 

For 20 years, Gore has been a reflexive liberal force, first in 
Congress and then as vice president. He rarely, if ever, defects 
to the right on budget and tax issues. His multibillion-dollar 
proposals to nationalize day care, health care ,  educatim, 
crime fighting, transportation policy, and traffic patterns ,:,re 
audacious in their magnitude, yet are brilliantly .softened 
with conservative themes of advancing “accountability,n 
“high standards,” “responsibility,” “community,” “safe neigh- 
borhoods,” and even “fiscal discipline.” A1 G o r e  is, in a 
word, a fraud. His tactic of saturating statist McGovemite. 
policies in syrupy communitarian rhetoric may b.e a perfect,, 
fit for this new age of feel-good politics-and it might just ily 
with voters. This makes AI Gore the perfect liberal, and :I 
very dangerous man. NR 

REMEMBER WHEN? 

China MFN 
September 1, 1992; San Francisco 
Chronicle 
“We totally disagree with Bush and Quayle when 
they continue to grant most-favored-nation sta- 
tus to one of the worst Communist dictatorships 
remaining in the world, with a record of human-rights violations 
as long as your arm, ignoring their unfair trade practices.” 

April 25,2000; Gore speech 
“I  have stood strongly for Normal Trade Relations with China. I 
reaffirm that support today. And in the days and weeks ahead, I 
will continue to do all I can to build support in Congress for it.” 

I 

j I  

. 
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tied to a respirator a t  least eight hours a 
day, eats niostly through a tube . . ..” The 
Trapps have.credit-card debts and out- 
standing medical bills. The bankruptcy- 
reform bill, according to B&S, would 
make it harder, maybe even impossible, 
for the Trapps to file f r bankruptcy. . 

But B&S.never sho . that the Trapps, 
or any of the other truggling families 
they interviewed, wo Id be affected by 
the bill. That’s becau the bill tightens 
the rules for filing ba kruptcy only for 
families making above t e median income. 
And contrary to the a ticle’s ‘repeated 
claim, the bill eliminat s the option of 
filing bankruptcy for i . . . no one. / 
Given their 

placing their magazi 

ties such as food or 
six weeks before film 

fraudulent transa 

support, mean- 
and an unmarried 

d not only of Mastercard 
’s fees (which are current- 

has endorsed the bill, 
any child-support collec- 

Have they, too, been 
credit-card companies? 

For B&S, the fault for the rise .in 
bankruptcies lies with the credit-card 

. companies themselves, for extending 
; ’  credit to people who can’t manage it 

well. (Journalists, presumably, are in a 
much better position to rate credit risks 
than people who merely do it for a liv- 

financial services, such as 
advance companies” that 

ow,,against their oext. 
meet.a short-term need, , 
for ctiticism. Why B&S 
or people are better off 

credit is mysterious. 
lise be better off if the 
en able to borrow’the 

care of her in the first 

B&S can’t even sustain their central 
argument for the length of their 
“expose.” They conclude by quoting a 
Harvard law professor to the effect that 
a bill this bad can only be a payoff to the 
credit-card companies. But earlier, 
B&S themselves have conceded that 
“most members of Congress believe in 
what they are doing.” This is not a 
minor concession; it is a glaring contra- 
dic tion. 

Unable to follow. an argument, B&S 
don’t follow the money very well either. 
The American Bankruptcy Institute, 
no friend of this legislation, did a study 
pointing out that campaign contribu- 
tions from the credit-card industry 

n’t been going to members of the 
Judiciary Committee, which is 
sible for the bankruptcy bill. 
e been going to members of the 

Committee, which has juris- 
matters that interest the 

s on the Judiciary Com- 
a Republican Bill 

and the Senate 

B&S’s Time article. In 
tion of the bill, the two 
Time to the left even of 
Charles Rangel, who voted for the bill. 
Given their mishandling of the facts, 
they are also placing their magazine in 
a parallel universe. Is this really where 
Time wants to be? NR 
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What Kinsley co. 
. .  

fail to.grasp’ . . 

S T E P H E N  M O O R . €  

VER the ,past two decades, much 
has changed in the world o eco- 

nomic thoughr. But one phenom non 
remains safely predictable: Ask a lefty 
a,bout capital-gains taxes, and you are 
virtually certain to get a wrong answer. 

Michael Kinsley is one of the  worst 
offenders. Formerly editor of The New 
Republic and now editor of Slate, 
Kinsley has been writing tirades against 
capital-gains tax cuts for as long a:s 
anyone cares to remember. . His 
columns are characterized by 1) great 
fervor and 2) imperviousness to evi- 
dence. He charges, for example, that 
this “tax break” enriches only America’s 
yacht owners; that a rate c u t  would cost 
the Treasury $75 billion; that the supply- 
side economic-efficiency argument for 
capital-gains reduction is blather. 
Here’s one of my favorite Kinsleyisms: 
The week.after the Republicans took 
control of Congress in 1994,‘he wrote in 
the New York Times about the GOP’s 
Contract with America, “with its impos- 
sible combination of tax cuts and spend- 
ing increases and balanced-budget 
promises,” and concluded: “It. can’t be 
done, of course.” 

a 0 

oops. 
Kinsley is not alone in his relentless 

wrongheadedness: Hostility to cutting 
capital-gains taxes is part of the creed 
of orthodox liberaiism. A few years ago, 
Jonathan Chait, Kinsley’s understudy 
at The New Republic, at tacked yours 
truly in an article entitled-what 
else?-“Less is Moore.” It was a gallant 
attempt to overthrow the irrefutable 
logic of supply-side tax cuts, particular- 

Mr. Moore is president of the Club for 
Growth. 
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rcent. This is,the Laffer Curve in 

‘ 

1y“the famous Laffer Curve insight t h o  
tax-rate cuts can produce more rev- . 
enue for the government. 

, ’ When Republicans passed the 
Archer-Roth capital-gains-rate cut in 
1997, they set up a nifty real-life exper- 
iment. In a letter to The New’Repddic, 
I challenged Chait and his fellow edi- 
tors to a $2,000 wager on the issue. My 
position was this: Over the next five 
years, with the new 20 percent capital- 
gains rate, the federal government 
would collect more, not less, in infla- 
tion-adjusted revenue from the capital; 

’ gains tax than it had in the previous 
. five years (when the rate had been 28 

percent). Chait declined, mentioning’ 
C3 something about people transferring 
LO income out of wages and into capital 

gains, leaving overall revenues 
unchanged or lower. 

)*#c For all their apparent self-confidence, 
p‘i liberals don’t like putting their money 
‘!‘ where their mouth is. And it’s a good 
‘‘r thing too, or they would be a lot poorer. 

The Archer-Roth tax cut took effect in ’‘ May 1997, so we’ve now had three years 
of experience with the lower ‘rate. What 
have we learn.ed? That those who criti- 
cized supply-side economics were dead 
wrong. 

The latest tax-collection data from 
the Treasury Department indicate that 
capital-gains revenues have exploded. 
In 1996, the last year with the 28 per- 
cent rate, the government collected 
$62 billion in capital-gains receipts. 
But look what has happened: 

’ Tax ’ CapitalGains 
Rate Taxes 

1996 28% $62 billion 

1997 20% $79 billion 

1998 ’ 20% $89 billion 
I 

1999 20% $110 billion (est.) 

The 1999 estimate is based on IRS 
data collected by economist (and NR 
contributing editor) Lawrence Kudlow. 
In three years, the tax receipts are up 
an astonishing 74 percent, even 
though the tax rate is down by almost 

I 

. .  
spades. 

But Michael Kinsley.has derided tax. 
cuts as “the politics of .the free lunch.” 
In 1989, he wrote thatyif a proposed 
capital-gains tax cut went, into effect, 
the tax bill for people making .over 
$200,000 a year would be decreased by 
an average of $25,000. The new statis- 
tics prove thgFt,this is impossible. If 
Kinsley is right that the rich pay most!of 
the capital-gains tra‘xgs, and if capital- 
gains tax revenues ha!!e surged with the 
lower rate, then the rich must be paying 
more in taxes now. A class warrior like 
Kinsley shoiild be in a state of euphoria. . 

Cutting the capital-gains 
. tax makes business 
in general instantaneously 

more valuable. .. 
Kinsley was also wrong in accepting 

the prediction of the congressional, 
Joint Tax Committee that we yould 
lose $75 billion in revenues if we cut 
the tax. This committee still uses “stat- 
ic” revenue models designed back in 
the Stone Age of economics, when 
forecasters believed that tax-rate 
changes didn’t much affect people’s 
behavior. That’s why its crystal ball pre- 
dicted a $75 billion revenue loss- 
when, in fact, based on current trends, 
we will have about a $100 billion gain 
for the government. 

, These are gargantuan errors. If you 
were to take a plane trip from Chicago 
to Detroit, and somehow ended up on a 
different continent, you’d be dealing in 
roughly the same magnitude of miscal- 
cula tion. W h-at’s,; really infuriating is 
that the congressional economists are 
still using this same model for their eco- 
nomic predictions. Ask them, even 
now, what would happen if we cut the 
rate to 15 percent, and they reflexively 
respond that the government would 
lose revenue. 

In the face of undeniable economic 
facts, some opponents of tax cuts get a 
little desperate. Edward Cohn admitted 
in the liberal American Prospect that 
capital-gains revenues are way up- 
how could he not?.-but suggested that 

predictions . . . and then fudging or mis- 
in’terpreting the- numbers.’’ How? The 
revenues, he says, have been generated.  
by the rising. stock market, ,not by 
Congress’s tax policy. The Washingtoll 
Post .recently.,made exactly the samia 
claim.’ But this’argument neglects thc 
interconnectedness of the economy. If 
you cut ’the: capital-gains .tax, you 
increase the ‘.afteritax value of capital, 
and thus the after-tax.rate of r e t u r n  ori 
stocks. Cutting the capital-gains tax 
makes technology, computers, facto-., 
ries, and business in general instantii- 

And, when. you.. combine tax-rate 
reductions on, capital with diminishing 
inflation. rates, you get‘ a glorious bull 
market. A 1999 study by the American 
Council for Capital Formation and ‘the 
econoniic-fore.c.asting firm DRI esti- 
mafes that at  least 25 percent of tt.12 

stock market run-up in 1998 and, 1 S9 
was inspired by the Archer-Roth tax 
CUt. 

Let’s return to Jonathan C h a i t  and 
his invective against “voodoo zealotry.” 
Chait’s ostensible reason for declining 
my wager was his theory tha t  a rise in 
capital-gains revenues would  COWL‘ 

only at the expense of lost income-tas’ 
revenues. 

In this view, Chait was simply echo- 
ing a longstanding theory of Mike 
Kinsley. But these two have t h e  story 
exactly backwards. Over the pas t  three 
years, individual income-tax revenues 
have increased by $100 billion a year--- 
a 10 percent annual increase. 
Whenever you cut one tax rate,  you 
will almost always get more revenues 
from all other tax sources. For example, 
the Reagan .income-tax-rate cuts in 
1981 caused an unexpected surge in 
payroll-tax receipts and state and local 
tax collections. 

So the lost-revenue argument  is 3 
hoax: Cutting taxes increases revenue. 
But this is, essentially, a side issue. Tlie 
purpose of cutting the capital-gains tax 
is not to maximize revenues for the 
government. (Cato Institute president 
Ed Crane reminds me that the high re\‘- 
enues produced by the tax cuts are 
argument against cutting t h e  tax.) Ti:? 
purpose, rather, is to maximize the crc- 
ation of private wealth. A capital-gains 
tax hurts the process of weal th  cre- 

neously more valuable. . .  

b 

c 
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ation, because it is merely a.punitive 
second Layer of tax. The value of a cap-’ 
ita1 asset is the discounted present 
value of the revenue stream it pro- , 

duces. Under a rational tax system, we 
would tax the income stream or the 
asset value, but not both. But if we 
ended this double tax on investment, 
the economy would generate more risk- 
taking, more productivity, higher prof- 
its; and rising wages. 

If cutting the rate to 20 percent pro- 
duced more revenue and more eco- 
nomic growth, let’s have more of the 
same. Congressional Republicans, 
along with pro-growth Democrats like 
Sen. Joseph Lieberman of Connecticut, 
should seize the moment to press 
aggressively for further capital-gains 
reductions. And they shouldn’t flinch 
when Kinsley and his associates attack 
them with class-warfare rhetoric. The 
political constituency for growth poli- 
cies like capital-gains cuts has mush- 
roomed in recent years. More 
Americans than ever before-52 per- 
cent of households-own stocks. In the 
past ten years, the number of 
Americans who are millionaires has 
tripled. There are now three times 
more shareholders than union workers. 

m 

It’s paradoxical but true that 
the only policy that could 

possibly soak the rich would 
b e a  capital-gains tax cut. 

, 
George Gilder, one of the godfathers 

of the supply-side revolution, recently 
wrote that the only policy that could 
unbalance the budget today would be a 
large tax increase. He’s right. And it’s 
paradoxical, but true, that the only pol- 
icy that could possibly soak the rich 
would be a capital-gains tax cut. 
What’s more, it would have the benefit 
of creating even more rich to soak. 

Here is Michael Kinsley, one last 
time: “The losers [from a capital-gains 
cut] are many, but diffuse and largely 
ignorant.” But there are no losers from 
a capital-gains cut, except for those 
who simply indulge in a reflexive 
hatred of the rich. And, yes, they are 
largely ignorant. NR 

P fsr all this, and no coherence’ 
rn B R I T A I N  rn 

Phvriy 4 Tony-, 
andr  ronies i Y 
T all began so well. Just 

evolved into New Labour, quite a 
ent thing, a Third Way, neither s 

therapy. The key word is “in 

office. And this 
outgoing prime mini 

with Europe, and 

hat he has done is 

control in unpre- 
He is what the 

count. As in a garage 

s are now visible. 
devolution, a nov- 

an dssembly, and Ulster has been set on 
a path which eventually must result in a 
united Ireland. There is little popular 

in the implementation. These  measureS 
look like way-stations. The likelihood 
in the medium term is that the Celtic 

igrants, and a gener- 

is Blair’s stated intentioil to 
itain into the new Europ:-an 

, indeed empire, which is now yris. 
g. In the current domestic climate, 

this is divisive enough to carry the 
potential for civil disobedience. 
Opinion polls show that three-quarters 
of the electorate now oppose further 
loss of national sovereignty, anJ as 
many as a third implacably wish to \x..lth- 
draw altogether from Europe. Rec.ent 

tions to the European parliament in 
proved a disaster for Blair. For 
’ being he disregards this wam- 

vance or retreat. 
happened already to the 

arliament is without 

mons has been its 
oner. Blair himself 

dence of the cont 
holds the House. N 
minister had lower t 
voting record. Going 
abolished the right of he 
to sit in the House o 
because they do not 
lege, but actually for t 
reason that they are us 
servatives. Their successors 
be chosen from the pool 
“Tony’s cronies.” Then too 
itself has a new mayoralty. Blair’s c a d ;  
date for the post was a New Labour 
apparatchik. An old-fashioned SocidiSf, 
“Red Ken” Livingstone, stood and ison 
resoundingly, blowing a huge and 
homegrown raspberry at Blair. 

So a coalition has b e e n  building, a 
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. ‘ECONOMIC’S 1 

The Haves and 

the Have-Lesses 
. Dealing straight about the 

income gap 

S T E P H E N  M O O R E  

OME people just can’t stand prosperity. S In January, two of Washington’s most 
liberal think tanks, the Center on Budget 
and Policy Priorities and the Economic 
Policy Institute, released their annual joint 
study in which they proclaim, as usual, 
that the inconie gap between rich and 
poor is widening.. The media trumpeted 
the bleak “fhdings” to virtually every liv- 
ing room in America. 

What they didn’t report is that the study 
was more propaganda than scholarship. It 
actually distorts what are, in reality, highly 
encouraging trends in wealth and poverty. 

The study’s data come from census sta- 
‘tistics on income and poverty trends. But a 
recent Census Bureau report actually con- 
tains good news about the extent to which 
the gains from the current expansion are 
being widely shared across all income 
groups. The number of poor households is 
down, from 35.6 million to 34.5 million. 
The poverty rate is also down, from 13.3 

. percent to 12.7 percent. Median house- 
hold income-adjusted for inflation-is 
up 3.5 percent, to a new all-time high of 
$38,885. ‘Every income group, even the 
pooresk Americans, saw real gains in 
income in 1998, and in 1997 as well. 

Daniel Weinberg, the principal .author 
of the Census Bureau report, told me that 
in the ten years he has been working on 
this subject, “this is the most upbeat 
income report I’ve ever seen.” 

In essence, the income-redistribution- 
ists have taken the good news (every 
income group is doing better) and contort- 
ed it into bad news (some groups are doing 
better than others); but they exaggerate 
even this. In an economic expansion, of 
course, wealth gains are never going to be 

Mr. Moore is director of fiscal policy 
studies at the Cat0 Institute. 

I 

g gains in real income. Betwepa shared in exactly the same measure by’all 
groups. But it turns out that the claim that 
the disparity between rich and poor is 
widening 6 flat-out contradicted by the 
recent data. The standard.(though flawed) 
statistic that social scientists use to mea- 
surc’kcome inequality is called .a “gini 
coefficient.” The larger the coefficient, the 
greater the income disparities betwe 
rich and poor. In 1998, the gini coefficient 
fell from 0.459 to 0.456. That’s a very 
slight decline, but a decline nonetheless. 

Nor are there any other measures indi- 
cating growing inequality. Virtually all of 
the Census Bureau’s yardsticks show a 
small narrowing of the gap between rich 
and.poor in 1998. For example, the share 
of total income earned by the richest fifth 
of Americans fell from 49.4 to 49.2 per- 
cent. Similarly, the income ratio of the top 
5 percent to the poorest 20 percent 
declined, from 8.22 to 8.20. 

These are all, to be sur’e, very small 
reductions in inequality. But the impor- 
tant point is that they are reductions. 
accurate description of the census findings 
would have been, “Income Gap Between 
Rich and Poor Narrows Slightly in 1998.” 
’ But, say the class-warriors, the longer- 
term trend is toward greater inequality. 
Well, yes-and no. Social scientists agree 
that in the 1970s and 1980s the income’ 
gap between rich and poor widened. This 
is hardly news. What is news is that in 
the 1990s the income gap appears to 
have stopped widening. “Regardless of 
the measure used,” says the census 
report, “it seems clear that income 
inequality rose substantially between 
1967 and the early 1990s but has 
remained unchanged since then.” . 

The census report also tells us that some 
of the apparent widening in income 
between rich and poor in the 1970s and 
1980s is an artifact of a decline in average 

. household size owing to social factors, 
such as higher divorce rates and more out- 
of-wedlock births. For example, a family of 
four with an income of $6O,OOO 
becomes-as a result of divorce-two sep- 
arate households whose average income is 
$30,000. They appear a lot poorer, even 
though the total inc6me is the same. 

Starting in 1993, the Census Bureau 
corrected this methodological defect, ‘and 
found that about one-third of the so- 
called “income gap” vanished. 

The redismbutionists’ study also fails tc 
mention that low-income households are 

+ 

. 

--I1 

1.995 and 1998, the inflation-adjusted 
income level of the average poor f a m a  1lY rose by almost $300, from $8,930 
$9,223. If we go back all .the, way .to he 
start of the Reagan years, we find that he 
lowest income quintile has seen .iricorne 
gains of $1 , 1 0, after inflation, from 1980 
to 1998. The opular mantra “The rich get 
richer and the oor get poorer” is false. 

Nor is it tru i ,that the middle class is 
stuck ,on an income treadmill. Sjnc!, the 
current expansion began in  the earlr 
1980s, the typical working-class family 
seen real income gains of almost $4,390- 
an improvement of about 10 percent, 
after inflation. Further, t h i s  progress is 
severely understated, perhaps by as much 
as half, because almost all econqnlists 
now agree that official inflation figures 
over the past 20 years have been vastly 
overstated. . 

. In addition, the black-white i!icome 
gap has been sharply reduced over r l~e  pat 
15 years, and is now smaller than ever 
before. In 1990, the average black w o r n  
earned about 85 cents for every dollar 
earned by a white woman. By 1997, that 
gap had closed to 95 cents on die dollz 
For men, the black-white income gap nar. 
rowed from 60 cents t o  69 cents w the 
dollar. That’s a lot of ground toward equal- 
ity made up in just eight years. 

It’s also important to remember thai 
Americans are constantly moving up and 
down the income ladder. The 35 million 
Americans who are officially poor todar 
are not likely to be poor .five or ten ye? 
from now. For example, we noc. knom 
from census statistics that a hoc.cehold 
defined as poor in 1980 was, by 1990, mo? 
likely to have moved all the way up tht 
income escalator to ,the category of “rich‘ 
than to still be poor. . . 

So why do some scholars exaggerate 
income disparities? And why does thl 
press lap up this b u n k  so eagerly ani 
unskeptically? The obvious answer is 
class-warfire headlines help promote Jr 
redistributionist political agenda. mi 
agenda is harmful, and based on falg 
hoods. As long as we’re forced to Pd 
attention to these income-gap base 
we’ll never be able to focus on the‘pbc 
initiatives-such as Social Securin’ pri” 
tization and school choice-that \vO’’ 

really succeed in lifting the econoillic fd 
. tunes of poorer Americans. Falsehood is 
costly distraction. N 
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It’s’iot just the press that isn’t interested in criticisms of 

Bush‘s Texas record. Many conservatives, too, prefer to 
sifert their eyes lest anything disturb their belief that W. 
\ \ . i l l  put an  end to the Clinton-Gore years. And Bush has 

even more a 

etoric to try to cloak 

ry or resentful. Forbes’s ads 
all touted his own agenda 
. His spots were more posi- 

era1 Republican Leadership 

is view makes the Forbes backers 
resist the talk of “in 
servative friends bac 

Like Buchanan in Forbes concentrated on reaching 
dience through scores of radio 
few live rallies, in Nashua two 
300 supporters enthusiastical- 

o fight the good fight, for a 

NI; 

In the polls.” That  was Tom Dewey. In.1948, Trumar 
Proved the headline writers wrong. If Forbes’s warnings arc 
correct, the Democrats might end up with the last laugt 

!:this year as well. 

- .  

‘A Success . . .  to 
‘Trumpet, and Protect - 

A 
I . .  

. .  Welfare reform and’ its discontents 

S TE P H EN, M ’ O O R E  

HE results are in: Welfare reform is one of the greatest pub- T lic-policy successes of modern times. There are now only 
half as many families on welfare as there were in 1994. Some 
states, led by innovative GOP governors, have shrunk their 
rolls by more than 80 percent. And almost everyone now 
agrees that the former welfare recipients have moved 
into the labor force: not downward into bleaker 
According to the New Ymk Times, “the most 
study of the new system says more and more [ex-welfare moth- 
ers] are going to work.” 

‘ 

I 

.. . 
. .  . _  . 

Conse-rva tives should trumpet these accomplishments. We 
should say (adapting a phrase from James Cawill:) that we 
were right, and. that our opponents were wrong. 

’ How wrong? Recall the welfare-refo.rm debate of 1995-96. 
Welfare advocates jeered at conservatives who were trying. to 
fix the system. The Nation editorialized: “The welfare bill will 
destroy America’s state of grace. In its place will come massive 
and deadly poverty, sickness and all manners ’of violence.” 
That’s not all. “People will die, businesses will close, infant 
mortality will soar.” Rep. John Lewis of Georgia compared wel- , 

fare reformers to Nazis, quoting Martin Niemoeller-“In 
Germany . . . they came .for the Jews and I didn’t speak up 
because I wasn’t a Jew. Then they came for the trade unionists , 

and I didn’t speak up because I wasn’t a trade unionist”-and 
then bellowing: “Read the Republican Contract. They are 
coming for the children. They are coming for the poor. They 
are coming for the sick, the elderly, and the disabled.” The 
anti-reform movement, led by groups like the Children’s 
Defense Fund, forecast disaster-repeatedly and loudly. 

But no disaster ever came. Incentive-based reform mea- 
sures-such as work requirements, time limits for welfare, 

. no extra payments for having more ‘children, and aggressive 
job-placement efforts-appear to be having exactly the 
desired effect. 

For almost three decades, the real-world impact of welfare 
confirmed what any sensible behavioral. psychologist would 
have predicted from the outset: If you pay unwed teenage girls 
to have babies, they will have babies. If you say that a welfare 
check is an adequate substitute for a father’s paycheck, then 
fathers will be.expendable, and fewer fathers will stick around. 
And if you tell people that the checks that sustain them will 
keep arriving-unless and until someone in the household 
starts working and bringing in income-no one in the house- 
hold will work. 

, 

I 

I Mr. Moore is director of fiscal policy studies at the Cat0 
Institute. E- - -- 

N A T I O N A L  REVIEWIFEBRUARY 2 1, 2000 37 m- 



Furtheriiiore, even though ‘welfare had always been sold to 
the public as a “temporary” safety net for’the needy, by the end 
of the 1980s the average welfare recipient was szy$s on the 
rolls for twelve years. 

In the early 199Os, some states launched elaborate systems 
of penalties and rewards in order to encourage welfgrs recipi- 
ents to leave public assistance and engage in more productive 
activities-work, school, or training. Wisconsin governor 
Tommy Thompson mandated that all able-bodied welfare 
.recipients work in order to receive benefits. In 1987, the num- 
ber of welfare households in Wisconsin was about 100,000’. 
Now it is below 10,000. 

Many other states tried similar experiments. But it wasn’t 
. until the federal reform laws were enacted ‘by the Republican 
Congress and signed into law by Bill Clinton (after two vetoes) 
that the national wel-fare system. was reconstructed. This 
reform bill included all the provisions that thewelfare lobby 
had vigorously opposed: work requirements, time limits, and a 
green light for state-level reforms. When Clinton signed the! 
bill, Children’s Defense Fund president Marian Wright 
Edelnian castigated him for approving “the biggest betrayal of 
children and the poor since the CDF began.” 

For the first time in almost two generations, though, even 
,most congressional Democrats had to concede that a major 
pillar of the New Deal/Great Society structure had’failed. The 
initial success rate of welfare reform further exposes just how 
flawed the Great Society programs really were. 

I 

m 

The initial success rate of welfare reform 
further exposes just how flawed’the 

Great Society programs were. 

4 So where do conservatives go fiom here? First, we have to 
recognize that a lot of work remains to be done on welfare 
reform. Despite the encouraging trends, there are still 7 million 
people with an umbilical cord to the welfare state. How. do we 
get this hard core off welfare and into the workforce? 

The same crowd that opposed welfare reform in the first 
place (Bill Bradley is one of them) now argues that to end wel- 
fare for hard-core recipients, taxpayers will have to ante up a 
lot more money. The Democratic pro-welfare counter- 
offensive is based on a politically clever pro-children theme. 
Liberals are designing a new welfare state that looks suspi- 
ciously like the one Congress voted just a few years ago to get 
rid of; this time, their selling point is that welfare is not for the 
parents but for the kid-who, after all, can’t possibly be held 
responsible for their parents’ refusal or inability to work. 

‘Compassionate conservatives” will find it hard to resist this 
flufX So we could end up with free medical care, free day care, 
free pre-school, and so on, for children. Bill Bradley’s health 
program would cost at least $60 billion a year-a price even A1 
Gore attacks as excessive. , 

Under this new welfare regime, the mother would be respon- 
sible for taking care of herself, but the federal government 

would bear the cost of: just abbut every expense of raising her 
children. And this would put us right back where we started, 
with fathers being superfluous. It is important to remember 
that almost no two-parent families in America need govern. 
ment-subsidized health care, day care, pre-school, etc. The 
Census Bureau data are so clear on this point that it is b&nd 
dispute: The +est antidote to poverty is to k e e p  father and 
mother togeth But these new fe era1 programs are de facto 

, Charles Murray, whose 1984 clas ’c Losing Ground inspired 
so much of the GOP welfare-r.eform ftbrt, has correctly noted 
that ultimately, the test of welfare .reform’s success is CvhCther 
the illegitimacy rate falls. If the percentage of children raised in 
a healthy family environment rises, we will have  succeeded; if 
not, the cost savings will be mostly .irrelevant, s i n c e  the tr;lgic 
social costs of the welfare state-largely borne b y  children- 
will reniaini It‘s still too early to tell; but the initial signs are 
modestly encouraging-especially for teens. O u  t-of-wedlock 
birth rates have fallen slightly in recent years, w i t h  big declines 
among African-American women. But surely, creating a vast 
arsenal of means-tested children’s programs would reintroduce 
the. harmful incentives.we have been trying to eradicate. 

The best evidence we have suggests that the chief inlped. 
iment to pushing hard-core welfare recipients  into the 
workforce is that the value of benefits still. remains veq 
generous, relative to the. economic return f rom working. 
That is to say, many of those on welfare t o d a y  are simply 
making a rational economic decision: It’s more financia@ 
rewarding not to get a job. 

The perverse behavioral incentives erected by the wclfare 
state remain much more of an obstacle to work t h a n  most ana. 
lysts acknowledge. In 1995, my Cat0 Inst i tute  colleague 
Michael Tanner. and I documented that in ,most  states the full 
array of welfare programs-AFDC, food stamps, Medicaid, 
public housing, etc.-paid better than the after- tax payment 
from working in most starter jobs. In high-benefit states like 
New York, the value of the full package of welfare, benefits can 
still reach $12 an hour, more than many entry-’level salaries. -‘ 

Our latest analysis finds that the higher the value of welfare 
in a state, the lower the declines in welfare caseloads. Hiwaii, 
which offers the most generous welfare benefits of any state, 
totaling over $30,000 a year,. has recorded the smallest case. 
load reduction in the nation. Conversely, Mississippi-whog 
welfare package comes to less than $1 1,000 a year-redud 
its welfare rolls by 70 percent. 

Fortunately, welfare-reform measures enac ted  at  the fcdep 
a1 and state levels have made work more financially re:i.ard* 
ing. According to Ron Haskins of the H o u s e  Ways 3nJ 

Means Committee, in the 1980s a typical welfare moth? 
who went to work full-time figured to gain only about $3,&1 
in extra income from her efforts. Today, that same ~ i i o t l ~ ~ ~  
would gain $9,000. 

The second round of welfare reform. should achieve CN’~ 

goals: an increase in the rewards for work, a n d  a decrease in hi 
rewards of welfare. Work is the key. For all its faults, thc. on‘ 
income-support program that has the fewest perverse efiku 
the Earned Income Tax Credit. The EITC provides m ~ k i f i  
families with a livable ‘income, by supplementing wages with ‘ 
government subsidy. American taxpayers hate welfare, but [hd 

\ designed for’fa f ,dies without fathe 
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jo want those who work 40 hours a week 
have an income that provides them 

,Vith all the necessities of life: health care, 
(t.i~Ll, housing, etc. 

The EITC is designed roughly along the 
lines of Milton ,Friedman's negative 
income tax. I t  has two,big advantages 
Over every other welfare program: First, 
the recipient gets a payment only by work- 
ing. Second, there is no need for a vast 
and self-serving welfare bureaucracy 
(IiiOugh we need to do a better job of 
ivccding out rampant EITC fraud). The 
EITC is also far superior to the minimum 
wage, because the EITC does not increase 
unemployment; ElTC payments above 
the market wage are made by taxpayers, 
not employers. 

Republicans suffered a bout of. tempo- 
r;liy insanity last year in trying to scale 
b&k the EITC to save money. But the 
ideal welfare reform would dismantle all 
welfare programs except the EITC, and 
devote the cost savings to making the 
EITC somewhat more generous. Great 
care must be taken to reconfigure the tax 
system so that working families don't face 
insiirmountable tax rates as they leave the 
EITC range. 

The main .virtue of this plan is that it 
would turn the work-disincentive prob- 
lem of welfare on its head. It would also 
discourage illegitimacy as a means by 
which young girls can gain financial inde- 
pendence. Because it guarantees that 
working' families will have the income 
necded to care for their children, this pro- 
posal is the best, and maybe the only, anti- 
dote to' the expansions. of government 
that Democrats are currently proposing. 
The plan represents truly comtructive- 
and compassionate-conservatism. 
In 1935, the founder of the modern 

wcli:!re state declared: "Continued de- 
pcll.imce on relief induces a spiritual 
and inoral disintegration fundamentally 
destructive to the national fiber. To dole 
O u t  relief in this way is to administer a 
narcotic, a subtle destroyer of the 
human spirit." T h e  speaker was, of 
Course, Franklin Roosevelt. The tragedy 

h t  it took some 60 years for policy- 
makers in Washington to conclude that 
he-was right. 

T. Rowe Price Science 8 _ .  
Technology Fund (PRSCX) ;:,: . . 
was ranked #1 of 12 science "..$194000 

and technology funds and #1 -.::I l60,OLW 

of all 691 equity mutual funds Ji:~'13,,000 

.,,,tracked by Lipper Inc. from :.:i loo,ooo 
the fund's inception through ..:-!;' 
12/31/99.' And as the chart '? 7QMo 

shows, a $l'O,OOO investment i< I..' . 
in the fund would have out- : l0.m 

performed both its, Lipper .'. 

Category Average and the 
.. 9/87 IVM 19 '  '90 91 '92 '93 9 4  9 5  '96 '97 ?am 

1 1 .  
. .  

How $10,000 Invested 9/30/8? 
Would Have Grown vs. Cornpeators . 

kicncc & Technology Fund 
Lippcr kicnce 6\ Technology 
Funds Average 

S 179,280 

8 # 

e* 
$63,370 ..--- 

S&P300 over that same time frame. The fund's strategy has also 
earned Morningstar's highest rating. of.five stars . 
for its overall risk:adjusted performance, hav- 

, ing been rated among 3,469; 2,180; and 770 
domestic equity funds for the 3-, 5, and 10- 
year periods ended 12/3 1 /99, respectively3 

A dynamic industry. The fund invests in companies responsible 
for many of today's breakthrough products and services. These 
dynamic companies, including those in the computer, telecom- 
munications, and biotechnology arenas, range from established 
industry leaders to emerging growth firms. 
Despite this outstanding record, investors should be aware that 
triple-digit performance is liighly unusual and cannot be sus- 

. 
. 

. 

. 

. .. .. . . .  

. .. 

I .  . .  
. .  

tained. Because the fundinvests primarily in stocks of. companies- 

industries. Past performance cannot guarantee future results. , . 

Find out more about this dynamic fund today. If you're 
considering enhancing the performance potential of your  port- 
folio with a select group of.innovative companies, call us today. 
No sales charges. 

,:".; : '  

, j  that seek scientific or technological advances, its share price will 
be more volatile than that of a fund investing in' a wider array. of . .  

1 

. . 

. _  

blicans deserve high praise for the 
reform of the 1990s. We may be 

ng, but we haven't won yet-and ii 

NATIONAI R 

Call 24 hours for your 
free investment kit 
including a prospectus 
1-800=541-6618 

. 

Invat mth c o n J i k e @  

www. troweprice.com TRoweRice 
100.99%, %.go%, and 30.16% are the fund's average annual total returns for the 1-, 5, and 10- 
periods ended 12/31/99, respectively. Figures include changes in principal due ,  reinvested dividends, and capital 3 
distributions. Investment return and principal d u e  will vary, and shares may be worth more or less at redemption hag 
at original purchase. (Source for Lipper data: Lipper Inc.) The S&P 500 is an unmanaged index that tracks the stocks of 
500 US. companies. 
*Fund inception date: 9/30/87. The fund was also ranked #6 out of 12, #20 out of 31, and #71 out of 99 science and 
technolo funds for the lo-, 5-, and 1-year periods ended 12/31/99, respectively. Among all equity funds, the fund was 
ranked #!!out of 885; #SO out of 2,770; and #317 out of 7,082 funds for the same respective periods. 
tMorningsm proprietaly ratings reflect historical risk-adjusted performance as of 12/31/39. These ratings may change 
monthly and are calculated from the fund's 3-, 5-, and 10-year average annual returns in excess of 9O-day Treasury bill 
returns with appropriate fee adjustmenu and a risk factor that reflects fund performance below 90-day Treasury bill 
returns. The fund received 5 stars for the 3-, 5-, and 10-year periods:The top 10% of the funds in a broad asset class 
receive 5 stars. For more information, including fees and expenses, read l e  prospectus carefully before investing. 

. 

T. Rowe Price Investment Services, Inc., Distributor. =OS2742 
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One fine week. I 

, .  How Sweet It Is 
t 

Page 1 o f 2  - 
. .  

I 

I 

' 1 0 .  . 

hate to say I told you so, Well, actually I love it. Moore's theorem was that if the' Dow was 
over 8,500 the GOP would hold the House and win the Senate. What do you know! . .  Thank ' 

you investor-class voters! Now Republicans' better reward them. 

. . ' . . ' . 

. .  

. ' I  . . .  

1 
. .  

w, 
. .  

Tuesday morning, I reported on what I believed to be the ten most-important .election races for . 
the conservative movement. I wapted to devote tdday's column to how those races turned out 

, 

0 

. .  

. I  
and what those (mostly) victories mean. 

But before I do, let me mike one comment. This election was a resounding aMirmation of 
President Bush's agenda and his presidency. He now has the voter mandate to move ahead 
with tax cuts, Social Security refom, school choice, and free trade - all issues that have been 
bottled up for the past two years by the Daschle Democrats. 

Also this election was a ringing endorsement of term limits. Something like 95 percent of 
incumbents won. The good news is that the outrageous gerrymandering the Democrats did in 
the redistricting, backfired. By protecting incumbents, they took so many seats out of play that 

. it was nearly impossible for the Democrats to take the House. 

As for the races: First, you may recall that in my last column I asked the question: Does any 
. conservative really care if Connie Morella loses? The answer, we now know, is "no." Good 

riddance to Mrs. Morella. Now maybe she can switch parties. 
4 ' 
I also noted that for conservatives it is quality that matters as much as quantity. And, boy, did 
the GOP add quality. The House members who won - people like Scott Garrett in New 
Jersey and Chris Chocola in Indiana - are solid free-market conservatives. The House and 
Senate have not just become more Republican, they have become unquestionably more 

I 

.- - I 

I 
I 

. .  
.. . 

I . _  . .  

conservative. 
. .  

Now, here is the recap on the top-ten races. 

I 1. California Governor: No one would listen. I said this race was going to be close. I said 
that there was so much antipathy toward Gray Davis that Bill Simon could win. This race was 
the big enchilada. In the end, though, fiee-marketer Bill Simon lost. I 

What does this mean? The left coast isn't completely lost after all. I 

b 

2. Florida Governor:.It wasn't even close. Bush was rewarded for being a superb governor. 

What does this mean? There is no Kennedy dynasty, but there is a Bush dynasty. Bush-Owens 
in 2008! 

http://web.archive.org/web/2003072005 1 332/www.nationalreview.com/script/printpage.as. . . ' 511 7/2005 
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31'New Hampshire Senate: Sununu wins. . '  ' ' 

*-What does this mean? Sununu will. be the'next Phil G r a m '  in the Senate. Also, y,ou can-wink  . . . .  '. 
a pro-free trade, pro-Social Security privatization candidate. 

4. Indiana District 2:' Chris Chocola, the Reagan Republican.triumphs over feminist Jill Long ' 

F a t  does this mean? Lord did Emily's List &&r have a bad hair night! 

. I  

---. . 
. 

. . .  . . . . .  . . .  _ . .  t 

.;. - 
. . . . . .  . . . . . . . .  
. : a .  

. .  

.. . 
. .  

. .  
. . : .  . ' U  

. .  . . . .  . . .  
. I  

, a .  -.:. 

. . . . . .  . . . . .  
. .  

. . .  
. .  

. .  . . . . .  

'Thompson. CI.1,. 

. .  . .  
. I  

,I' . . . !  

. . .  
,a!! . .  . .  

':.. ' 
. .  

. .  

I '  
. .  
. .  5. South Carolina Governor - Mark Sanford wins. . 

What does this mean? I said that Sanford has a fiee market reformist agenda (including .,' 

: . 
- .  . 

. . .  

. .  
. I  

eliminating the state income tax and school choice) that will make conservatives drool.,Start . .  

6. South Carolina Senate: Lindsey Graham wins. 

What does this mean? Don't be surprised if Graham dies in this seat: His successor Strom . 

Thurmond held .it for 40 years. Also, another win for socials security privatization. 

' 

. . . . . . . . . . .  
I . . .  

. .  

. .  

- .  

drooling. . .  

I 

. . . . .  

' I -  I ' . I 1 .  " . . . .  

. .  

I 1  

. 1  

. .  

7.'A~izona Governor: Though the Associated Press has projected Napolitano the winner, the . . .  ' . , " 

I '  

I . .  race is still a toss-up. Go Mat go! ' . 8 .  

8. Wisconsin Governor: Scott McCallum vs. Jim Doyle - Democrats win one.Whatdoes this 
mean? Democrats will try to overturn the historic and fabulously successhl school voucher 
program in Milwaukee. Never mind that it raises test scores and the mostly minoriv parents 
like the vouchers; The teachers union doesn't, and they pay the Democrats' bills. 

9. Pennsylvania District 15: Pat Toomey vs. Ed O'Brien - Toomey wins again. What does 
this mean? How does this guy always win this brutal steel town, unionized Democratic district. 
Because he is principled and right on the issues like tax cuts and smaller government. 

I 

I 

I 

I 
I n  r 

I 
10. New Jersey Senate: Doug Forrester vs. Frank Lautenberg - The battle for the New 
Jersey Senate seat goes Democratic. What does this mean? Sometimes cheaters do prosper. 

A final word: Republicans now have a monumental.mandate to lead-on tax cuts, on free trade, 
on Social Security choice, and on fighting terrorism. 

Use that mandate, W., or 2004 may not be nearly as happy as election as this was. 

- Stepheii Moore is a senior fillow at the Cat0 Institute andpresident of the Club for Growth. 

' 1 .  I .  
I 
I 

1 

. .  I 
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The 10 races that matter most to conservatives. 
What to. Watch. 

. 1  

' 1 1 .  ' 

I 

or obvious reasons, most of the hullabaloo over the elections has revolved around the issue . 

of which party will win the Senate and the House. That matters a lot, but some races 
matter a lot more for conservatives than others. (Does any conservative really care whether 

F 
Connie Morella, who is trying to get to the left of her Democratic opponent, wins?) - , 

Quality matters too. Republicans might win the Sknate, but conservatives could quickly 4 ,  

become disenchanted with the way the weak-kneed moderate-centrist Republicans govern. 
4 

So as an election-night primer, I've made a list of the ten top races for conservatives. These are 
races involving a clear clash in ideology between the candidates and where public-policy 

. ' directions could be altered depending on who wins. 
1; e I 

I. 
1 .  California Governor Gray Davis vs. Bill Simon: California is the big enchilada. Davis 
has been a catastrophically bad governor for four years. He has s d n g  a wiecking ball at the 
economy, dug the state into a monstrous budget-deficit ditch, and completely mishandled the 
electricity crisis, by buying up electric power at twice the market rate - a boneheaded move 
that is costing Californians billions of dollars. Bill Simon, despite a number of dreadful 
campaign gaffes, would be a free-market conservative in the governor's office. 

I What's at stake? If Davis wins, it confirms that California has been converted hopelessly into a 
one-party state. 

2. Florida Governor Jeb Bush vs. Bill McBride: Bush should (must) win. He's been a ,  
superb governor. - 

What's at stake? If Jeb wins, he becomes the frontrunner for the presidential ticket in 2008. 

3. New Hampshire Senate John Sununu vs. Jeanne Shaheen: The race is a toss-up. 

What's at stake? First, conservatives need the smart free-market Sununu in the Senate so he 
can be groomed to be the next Phil Gramm. Second, Republicans can't let New Hampshire, the 

- -  
4 ' I 

I 
I one conservative foothold in the northeast, go Democratic. 4 

I 

I 

4. Indiana District 2: Chris Chocola vs. Jill Long Thompson: Pits a classic Reagan 
Republican versus a Clinton Democrat. 

I .  
I 

What's at stake? If Chocola wins, it drives a stake through ,&e heart of Emily's List and other 
radical feminist groups that have spent millions on this race. 

5. South Carolina Governor Mark Sanford vs. Jim Hodges: Sanford, the challenger and 

e 

'.I ' 

I 
I 
I http://web.archive.org/web/2003O72005 1 10 l/www.nationalreview.com/script/printpage.as. .. 5/17/2005 
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. a '  . ' fdrmer stellar conservative in theU,.S. House'against a bumbling incumbent. . . - ' 

' .. . ' . . . . . . .  ' 

I 
I 

. .. 
. .  . i ,  _ .  

. !  
. I .  ..-.-..-.- 

' . #--What's at stake? Sinford has a.free m'arket refo'rmi'st agenda (including eliminating the-state; ' 9  '. . . .  . 
. .  

. .  
. . . : .. . .. . 

>. . ' . . - .  .. .. , . . 
. .' , 

r . . . .  . . 
income'tax and school choice) that will make conservatives drool. . . :. . ' 

6. South Carolina Senate Lindsey Graham'vs. Alex Sanders: This is'the. Strom , T h m o n d  . ' 

. .  
.. ... 

. .  ' . . ... 
. .  . . .  

. ' I  

, I  . .  
' seat. What's at stake? Whoever wins will Jjlkely hold the seat for 50 years. ' :.: . , .:' 

I .'.#I' " 

I congressman from' the class of '94 against the qial lawyer 's best friend. ' 1: , . . .  . i . I  I . .. 

' 

. . .  
t 

. .  . .  
. .  . . ,  - 

. .  7. Arizona Governor Matt Salmon vs. Jan:{ Napolitano: Salrrlon, another stk consekative 

What's at stake? If Napolitano .and her trial-lawyer funders win, they will move&s . .  . ' ' :. . 

. .  
. .  

. .  

. 

. .  . 
. .  - .. . . .  

. . .  
conservative state in a dramatically Left-wing direction. 

. .  
.... . '. . 

CD 

IPd . ' 

8. Wisconsin Governor Scott McCallum vs. Jim Doyle: Democrats favored to win here after, 
4 Tommy Thompson's four-term stint. What's at stake? Priority #1 for the teachers unions and 
the Democrats is to defund the historic and fabulously successful schobl-voucher program in 
Milwaukee. 

I I 

- . _  I 

-9. Pennsylvania District 15: Pat Toomey vs. Ed O'Brien: Toomex, should win again in this 
brutally tough union district whose biggest town is Allentown. 

Whkt's at stake? A Toomey victory proves that pro-free trade, pro-Social Security choice, pro-, 
tax cut,Republicans can win in Democratic districts. Voters respect legislators who stick to 
their guns. And they like tax cuts too. All wobbly Republicans should pay attention.' 

I 

. .  

I 

I I 

' 10. New Jersey Senate Doug Forrester vs. Frank Lautenberg: The battle for the'New 
Jersey Senate seat leans Democratic. Forrester is no great shakes for conservatives. 

' 

What's at stake? The principle that cheaters never prosper. 
- 

r 

. ._ . .  
. a  

So there you have my top ten list. Did I leave any high-priority races off ,the list? E-mail me at . .  

smoore@,club for srowth.org. 

- Stephen Moore is a senior fellow at the Cat0 Iiistituce and president of che Club for Growth. 

I 
' , I  

. .  
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And the Winner Is... 

ith nearly the entire media spotlight focused on the race for the control of Congress, little 
attention is being paid to the governors races this year. This year there are 36 of them, 
and many of them are nail-biters. 

I 

1.1 I 

Arguably, the three most-important elections on November 5 will be the gubernatorial races in 
California, Florida, New York, and Texas. The GOP will win three of four and maybe all four! 
And since governors can actually 'do things - cut taxes, launch welfare, fix the schools, 
muzzle the trial lawyers, balance the budget - these are powerful public figures that have a 
profound impact on policy. 

The GOP has had majority control of the governorships since the grand conservative la,ndslide 
election of 1994. That's likely to shift back to the Democrats after Tuesday. But what is 
exciting is that four or five real conservative policy pioneers are going to win on Tuesday and 
then push through dramatic free-market changes in their states. Case in point: Mark Sanford of 
South Carolina wants to abolish the South Carolina income tax. Name a member of Congress 
who has a big idea like that. 

So without M e r  ado, here's my smart-aleck assessment of many of the hottest races: 

Alaska: Frank Murkowski wins back Alaska for the GOP. This will be a boost for drilling in 
ANWAR. I 

4 ' 
Arizona: Matt Salmon is down in the polls, but still has a good shot at wi&g. Salmos is a 
free marketer who loathes big government and bureaucracy. Janet Napolitano, the Democrat, 
is bosom buddies with the trial lawyers. She represented Anita Hill. She's bad news. 

Cakfornia: Call me a hopeless romantic, but I still think that Bill Simon has a shot at besting 
Gray Doohs. Doofus has approval ratings in the 40s, which is dreadful for an incumbent. ' 

Colorado: Bill Owens, America's best governor, wins in a landslide and preps for a seat on 
the GOP ticket in '08. 

Florida: Don't believe the hype. Jeb wins easily. How about Bush-Owens in '08, or vice 
versa? 

Georgia:. Roy Barnes is my favorite Democrat. He should win, continuing the GOP's 150-year 
lockout of the governors' mansion. 

Hawaii: Sakes alive, Hawaii goes Republican! But Linda Lingle is no conservative. 

http://web.archive.org/web/2OO3 07200 1 594 l/www.nationalreview.com/script/printpage.as. .. 5/17/2005 
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Illinois: Republicans lose. What a relief. The brain-dead Illinois Republicans arc out of power.. , ' .; . 

Kansas: The Dems will likely win here because the backstabbing liberal Republicans.(read:, . , , . . '  ' 

Bill .Graves and co.) would rather have a liberal Democrat in office than a' conservative.. ' 1 .'. 
Republican. So much for the big tent! 

Now Ithey can 'spend the next four years thinking, about all the things they did wrong. . .  ..-:--. . . . .  . . .  '..! . .  .: 
- q  ' , .  

'! . ). . . ; ; .  
. .  

, .  

. . . .  
r- 

. 

. .  
. . . .  . .  . . .  . . . .  . . .  , .  I .  

. .  
. . . .  . . .  . .  . .  

. . . . . .  I . . . . . .  . . .  . .  

'4 . 

. . . .  . . . . . . .  . .  
. .  . . . .  . . . .  

I '  

. . .  . . .  
I ' .  '. .- . . 

. .  . . . .  

Maryland: Ehrlich wins.' KKT turns into '?NTt, ' ._. . ! .  
4 t ,  

\I 

Michigan: Dems win. Thank God that JennifeqGranholm is a Canadian, or she:would be .: . 
" . 

' - .  

'. . 
. I  

s running for president next. 

. . . . . . . .  
: .  

Nevada: Safe Republican' - can we put the nuclear waste in Yucca Mountain?, .'_ 

New York: Hopefully the Dems finish in. third place. Let's also hope Pataki's third ter&is 
more like his first when he was cutting taxes, not his second, when he was raising . .  ,them. 

Ohio: Taft wins. But'he is still one of America's worst governors. 

. . . . .  
. .  

. .  

- ,I . 

. .  ._ . , 

. .  , I  

. .  ' . , I  ' 

. .  
I '  

' ? .  . . .  . .  

. 0klahoma:'Now let's see what Steve Largent can really do! . :: 
. . .  

. Penpsylvania: Rendell wins. Okay, Pennsylvanians, hold on to your. guns and your wallets. 
The, governor's coming after both. 

South Carolina: Mark Sanford wins and becomes this generation's Tommy Thompson. 

I '  

0 .  
I 

. .  
1 

I 

I 

I 
' Tennessee: This'one's a toss pup, but my crippled dog could do a better job as governor than 

Don Sundquist. . '' 

Texas:' Did you really think that George W. Bush would let the Democrats win his home . .  . 

I. 

- 

. . . . .  . . state? To quote papa Bush: "Not gonna happen." .. . .  

- Stephen h4oore is a senior fellow at the Cato Institute andpresident of the Club for Growth. 
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overnors are powerful people. Next to the president, they arguably have more sway over 
public policy (and thus our lives) than any other elected officials. Four of the past five 
presidents - Carter, Reagan, Clinton, and George W. Bush - all were promoted from 
6 

I 

11.9 the state house. I 

It is for this reason that every two years I prepare a'fiscal-policy report card on the nation's 
governors for the Cat0 Institute. It is a report card that measures the performance of governors 
based on the criteria of promoting economic growth and controlling state-government 
spending and taxes. Typical rankings give the highest ratings to those governors who expand 
government the most. This takes the opposite approach: Those who keep government on a 
tight leash get the best grades. 

I 

* 
I 

I 

So take a moment and scan the table below to discover how your governor fFed this year. 
(Governors Bob Holden of Missouri; James McGreevey of New Jersey, Mike Easley of North 
Carolina, Mark Schweiker of Pennsylvania, Rick Perry of Texas, Mark Warner of Virginia, 
and Scott McCallum of Wisconsin all assumed office too recently to fully assess their 
records.) I 

I 

I 

I 

. . '  

I 

I 
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The highest-rated governor this year is Bill Owens of Colorado.NutionaZ Review recently 
touted Owens as America's "best governor," and this report confirms the accolade. The other 
A grade went to Jeb Bush, who is proving that he's the biggest tax cutter in the family. The 
highest-rated Democrat this year was Roy Barnes of Georgia, an old-fashioned, fiscally ' , 

conscientious southerner in the vein of his predecessor Zell Miller. 
. .  

Oh, and as you can see, there were four Fs awarded this year for fiscal incompetence. They 
went to Don Sundquist of Tennessee, Gray Davis of California, Bob Taft of Ohio, and John 

' 
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Kitzhaber of Oregon. Sundquist and Taft are allegedly Republicans. 

There are several trends in this study worth commenting on. 

First, the state fiscal crisis that govemofs are now confronting hap been a result o excessive 
spending, not insufficient tax receipts. In the decade of the 1990s tate expenditur s soared by 
$176 billion. Between 1996 and 2000, for example, state spending lgrew at rough1 twice the 
rate of federal spending. The governors managed to make Bill Clinton seem like a a my 
pincher. Governor Owens said it best: "The states don't have a revenue problem, they have a 
spending problem." Gary Johnson, the combative governor of New Mexico, has remarked that 
"in the 1990s many governors believed that government was the solution to every problem.'' 

$**?J , 
. 

Second, many governors are foolishly trying to rebalance their budgets by raising taxes. The 
American Legislative Exchange Council (ALEC) finds that at least half the states raised taxes ' 

in 200 1 and 2002 to the tune of $15 billion. As mqny as 30 states are expected to consider 
major tax hikes in 2003. Leading the pack are'california and New York, which have a 
combined $30 billion potential deficit next year. If history is any guide, the states that raise 
taxes will be the states that remain mired in recession as the higher taxes continue to depress 
economic activity inside their borders. 

* 
Third, Republican governors have been a disappointment of late. Three of the biggest w 
increases this past year were signed into law by Republican governors: Bob Taft of Ohio, Bill 
Graves of Kansas, and Don Sundquist of Tennessee. The good newq from 2002 was that 
attempts to implement first-ever income taxes in New Hampshire and Tennessee were foiled. 
An attempt to pass a multi-billion-dollar expansion of the sales tax in Florida was also 
thwarted. Just because a politician has an R next to his name doesn't make him a tax cutter. 

Fourth, it appears that few governors learned the fiscal lessons of the previous recession of the 
early 1990s. During that recession, about half the states - led by Arizona, California, 
Connecticut, New Jersey, and New York - tried to close yawning budget gaps by enacting 
major tax hikes. Most of those tax-hiking states had the most persistent budget woes and the 

I 

*\slowest economic recoveries. 
I 

In fact, the states that cut income taxes in the 1990s had double the population growth, nearly 
three times the job growth, and about 25% faster income growth than the states that raised tax 
rates. For those governors who believe that tax hikes can rescue a state from decline, I wijuld 
love to introduce them to Jim Florio of New Jersey, whose soak-the-rich tax increases in the 
early 1990s sunk the Garden State's. economy in a swamp of financial malaise for years. 

. . '  

. ' .  

' 0 .  

1 :  

. .  

The fiscal-policy experience of the 1990s proves that taxes don't just.matter at the state level, ' 

they matter a lot. As governors combat combined budget deficits of as much as $40 billion 
next year, they must learn that tax hikes will balance budgets today about as well as blood ' .  I 
letting promoted good health in the Middle Ages. .' ' .  

States can't'possibly tax their way back to prosperity. Hopefully, the governors will be smart . . 

! '  
enough not to'try to. 

- Stephen Moore is a senior fellow at the Cat0 Institute and president of the Club for Growtli. 
I., . 

I 

http://web.archive.org/web/20O304 1 3 140622/www.nationalreview.com/script/printpage.as.. . 5/17/2005 



I , 1 .  . 
. .  

I . .  

National Review Online (htt m n a t i o n a l r e v i e w . c o m )  

. .  . .  
. _., 

L .  
.. ' I  

. . .  ... . .  
September 18,2002 9 5 5  a.m. I 

Private investment accounts are a political winner. A GOP Surrender On Socid Security? '. #I' . ' t  
r r ,  ,. 

11 
. .  

1 By Stephen Moore and Thomas L. Rhodes 
# 

I?. 

I '  . 

' . P a g e . l  of3,  . 
. . .  . . .  . i' 

. '.I . . . . . . . . . .  
. . . . . . .  . I  

. . . .  . . . . .  
.i . _  . .  

- .  . 

. 0 .  
. .  

. . .  

. . .  . .  . : 
, -_.- 

, ' .. ' :  ' ' !i.!&!!A.~.hi.Ye.' ' . ' , : . :  
.: 1: ' ..s.emtm.Ed.ena ' 

. . .  
. . . .  

' Print Versi-qn ' 

. . .  _ _  . . . . .  . .  I . . . . .  . .  . . . . . .  ...... . . . .  . .  . .  

ast week the Wushington Post reported that congressional Republicans are in hll-scale 

urged candidates to disavow their association with the concept of privatization. This is 
bd's 
KCh 

E3 
Pua 
I% 

L retreat on Social Security. The National Republican Congressional Committee (NRCC) has ', 

dreadfully bad policy - it could stunt the movement toward reforming the biggest entitlement I 

program in the federal budget by 5 to 10 years. But it is also questionable politics. Optional 
private investment accounts are a political winner that can attract a new generation of voters to 

Around the country Republicans now find themselves cornered in the *worst possible strategic 
position on this hot-button political program: they are increasingly perceived as unprincipled 
flip-floppers on the issue. The Republicans now have a number ,of candidates in close races 
being forced to explain why they were once for private investment account options and now 
are against them. The explanation is :almost always feeble and unpersuasive. 

I I 

1 I '  r.J 
q- the GOP. 
qr 
0 
Pk. 
rbl 

' 

I 

Republican Senate candidate John Thune of South Dakota ndw says he absolutely opposes 
personal investment accounts as an alternative to Social Security and he is blasting his 
opponent, the Democrat Tim Johnson, for supporting privatization. If all these charges that 
Thune is alleging are true, then perhaps free-market conservatives should be supporting 
Johnson in this pivotal race. 

Republicans and sensible center-oriented Democrats - many of whom support private 
retirement accounts themselves - are best off seizing the offensive on this issue, rather than 
cowering from it. They might want to take a page out of Pennsylvania Republican Pat 

empowerment issue. He also touts private investment accounts as a civil-liberties issue for 
black and Latino voters who have the most to gain financially fiom establishing personal 
accounts. By the way, Toomey represents Allentown, Pa., which is one of the toughest 
districts for a Republican in the country. 

Toomey's playbook. Toomey talks about private Social Security accounts as a citizen- I .  

I 

. .  

. .  

. .  

. . .  
1 

. . . .  

i 
I 
i . ,  

. :  

Democrats smell Republican blood on Social Security. They say that the stock-market 
'collapse and the corporate scandals make Social Security reform a financially irresponsible 
option that will lead to the looting of retirement earnings. Left-wing political operatives are 
running shameless senior-citizen scare campaigns that accuse Republicans of wanting to steal 
grandma's Social Security check and use the money to enrich Wall Street investment houses. 
But the amazing news is that the public doesn't buy it - not even the seniors. 

In July the' Cat0 Institute sponsored a poll by' John Zogby on public attitudes regarding private . 

investment accounts. The poll found that evenin the wake of the bear stock marketand the 
corporate scandals, 68% of Americans support Social Security choice options and only 29% 
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oppose them. Support is off the charts among young workers (more than 80% are in favor of ..'. ' 

private options). Among seniors, 54%%s~~p,port the choice for young workers. 
. : 

. .  
. I .  

Advocates of private investment accounts should be eager to engage the anti-choice . . #  

Democrats in a debate on Social Secmigr. They should ask: ' ' .  

\ :  \ '  

1 

. I I .  

. .  

. '  \ . r  '. ; ';. . - Why do Democrats oppose giving young people choices., * .  \ '  
- Why should young workers be condemned to a program that will give them an 
average rate of return of 1% going forward? 

. .  . . .  

- What is the Democrat plan to save Social Security? (Answer: They have no 
plan. This Titanic is headed toward the iceberg and Democrats are looking off the 
rear of the ship.) 

- Why has Congress done nothing about tAe $500 billion that has been 
plundered from the Social Security fund by Congress over the past 20 years? 

1.) I 

The private investment plans are politically invulnerable to attack as long as they are based on 
three pre-conditions. First, the private accounts are optional. Every, American should be 
permitted to stay in Social Security if that is his or her wish. Second, Social Security behefits 
to current and soon-to-be retirees should be guaranteed. Private accounts mean no benefit cuts 
- not now, not ever. Third, the federal government will provide a safety net for any young 
worker who reaches age 65 and does not have a sufficient income to retire on. 

Even the decline in the stock market is no argument against private investment accounts. After 
all, two years ago privatization opponents said it would make no sense to invest when the 
stock market was at the top (Dow 10,000 and Nasdaq 5,000). So today, doesn't it make sense 
to start the investing when the market is near a bottom? 

More, when investing for the long term, it doesn't much matter what day you start on. There is 
*\ ho 40-year period in U.S. history in which the Dow returned less than an 8% annual return. In 

addition, by investing a constant dollar average every month in the market, investors arei 
protected fiom wild swings in prices, because the investor automatically buys more shares 
when prices are low than when prices are high. 

I 

. Most importantly of all, private investment accounts can be established without any dollars 
being invested in the stock' market. Workers could be given the option of investing their 
retirement dollars in risk-free United States government securities. These totally risk-free 
accounts would still pay the worker at least twice the rate of return that Social Security offers. 

If Republicans take the questionable advice of the NRCC they may unwittingly cast aside an 
opportunity to capture millions of young voters for years and years to come. If Republicans 
want to disengage themselves from the term "privatization," that is fine. But the plan for 
private accounts needs to be embraced and defended for the good of the party this year, and 
for the good of our economic security as a nation for decades to come. 

- Stephen Moore is president of the Club for Growth. Thoinas L. Rhodes is president of 
National Review. dnd Go-chairman of the Club for Growth. . .  
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Red, White, and Blown O U ~ !  4' . . . .  
. ' . .  , 

U.S. basketball losses: 0.r; .' 
41 I 

I 
_ .  

. .  . .  

hate to say I told you so (no, actually, I don't); but'I did tell you so,. ' ' . 
. .  

I ' I. . .  . .. 
. .  . -  

:I : 

During the summer Olympics when the NBA all-star crybabies (Dream Team #6 - yeah- 
right!) nearly lost the gold medal, by being out-hustled and out-smarted by inferior and much 
smaller South American and European teams, who at least played with heart, I predicted that. 
within the next five years America would suffer ignominious defeat'by depending on overpaid 
and over-pampered NBA stars. I even said, not to sound unpatriotic, mindlyou, that I would 
relish that day. I argued that the U.S.A. should dump the NBA primadonnas andgo back to 
playing with amateufs - the college kids, who play for the joy of it, ahd who don't have $6 
million homes, with Olympic-sized pools, saunas, $250,000 home-entertainment systems, and 
h o  Jaguars in the driveway. 

I said then that I'd rather lose with the kids than win with spailed brats, whose behavior is 
often an embarrassment to the country. Hey, why not get Rodman to play next go-around? 

Let me be clear on this: The U.S. losses in the World Basketball Championships (on our home 
soil, no less) is no embarrassment for America. But it is a well-deserved black eye for the 
NBA. And please, please, please, I don't want to hear any pathetic excuses that i fonb we had 
had Shaq, or Alan Iverson, or Hercules, or Spiderman, we would have woq. Goodness, the 
game against Argentina wasn't even close. The U.S. was down 20 at half-time to players who 
make less money in a year, than the all-stars on U.S.A. Nightmare Team #1 make playing one- 
quarter of an NBA game. What do we pay these people for anyways? 

I 

. *  

What's next? What could be humiliating? A three-point loss to the Iraqis? Pretty soon the 
NBA players association is going to be lobbying Congress for import quotas on foreign 
hoospsters. I '  

My point, and I do have one, is that the quality of U-.S. basketball is in decline in direct 
proportion to the stratospheric rise in NBA salaries. It is astonishing to watch the top 
Americans - in grade school through high school - and realize that no one can shoot any 
more and no one can pass anymore. DuJuan Wagner scored 100 points in a high-school game, 
against a far inferior team, and for months afterward he is celebrated with the adoration 
normally reserved for an MTV rock star. Hey, DuJuan, how many assists did you have? Pass 
the rock now and then, for goodness sake! 

Oh guess what, turns out Wagner can score 100 points in one game, but he can't shoot either. 
But I digress. 

I remember vividly at the height of the Cold War, a summer night in 1972 watching the U.S. 
versus the USSR basketball game. You know, the one where the Commies cheated by 
replaying the final three seconds of the game three times until the Russians.finally got it right. 
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I cried, I. flew into a rage. I wanted Nixon to nuke those 
. .  . . ' .  

lowdown, no good anti-capitalist ' . . . ' , . .  

bastards back to the stone age. The U&,@lege kids played their hearts out. I was so . .  proud 
that they never showed up for the silver medals when they'actually won'the gold. , . . . ': 

But at this defeat I feel only disgust and even bemusement. 
under the guise of the American flag. How could they do 
anniversary of September 1 l? 

I 

, :  

' 1 b .  ' 

. .  

' 

As a group, they are as contemptible as the members of 
send them home! 

- Stepheii Moore is president of the Club for Growth. 
I .  

. .  
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Save the planet with capitalism. el',; 
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henever delegates from countries around the world get together it is almost'always bad 
news for freedom and capitalism. The earth summit on "sustainable development'' that is 
currently being held in South Africa is no exception. 

I 

- .  

So far the conference has been an all-too-predictable bashing of rich nations for holding back. 
the poor nations. The rich nations (the United States) are asked to do more to alleviate AIDS, 
more to reduce global poverty, more to protect the earth's natural resources, more to feed the 
hungry, and more to stop mythical global warming. All that was left off the list. Imtead, we 
hear the familiar refrain from self-righteous-and-yet repressive leaders 'of poor nations that the 
U.S. with five percent of the world's population uses 25 percent of the world's resources. (No 
mention that the U.S. also produces more than 25 percent of the world's output - of AIDS 
drugs, food, vaccines, infant formula, humanitarian aid; the list goes on.) 

There is an overall false message of doom and decline at the earth summit, as if the earth's 
I '  

I 

I' 

. I  

. . .  

. .  

I 

ecosystem is on the verge of collapse and that human beings are worse off now than in the 
past. It isn't true. Sure, in some of the heartbreakingly repressed nations of Africa things are 
geeing worse. But in the rest of the world things are almost uhiversally getting much better - 
in terms of health, in terms of material progress, and in terms of a cleaner environment. 

Here are some of the most encouraging trends that you will not hear about among the elite 
gathered in South Africa this week. 

I 

I 

I 

Life Expectancy: In the rich countries life expectancy - the broadest measure of health and a 
safe environment - has increased by 30 years over the past century. Even in poor countries 
life expectancy has risen at an astonishing pace. The average resident of a poor nation can 
expect to live nearly twice as long as his or her 19th-century counterpart. Most of humanity. I 

enjoys better health and longevity than the richest people in the richest countries did just 100 
years ago. 

Health: Parents should reflect long and hard on one statistic whenever they think life isn't 
treating them well these days: The death rate of children under 14 has fallen by about 95 
percent since 1900. The child death rates in just the past 20 years have been halved in India, 
Egypt, Indonesia, Brazil, Mexico, Chile, South Korea, Israel, and scores of other nations. 
Almost all of the major killer diseases prior to 1900 - tuberculosis, typhoid, smallpox, 
whooping cough, polio, malaria - to name a few, have been nearly eradicated thanks to 
medical progress, most it coming from the evil capitalist United States. 

I 

Nutrition: Nutrition and diets have been improving the world over. Gale 'Johnson the , . 

agriculture expert at the University of Chicago has discovered that fewer people worldwide 
died from famine in the 20 century than in the .19th century - not just as a percentage of the 
population, but in absolute numbers; That .is a spectacular achievement in our ability to feed 

, 

I 
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the planet, given that the world population is some four times higher"today than 100 years ago. .' 

Education: The world's inhabitants are better educated than previously.. Illiteracy has .fallen'by ' 
more than two thirds in the U.S. and by an'even greater percenta e in many poor nations. 

r!tW.y 4" , . I 
. .  

v \ as Environment: Economic development is the best way to clean ' k  the nvironment. P erty is the 
biggest impediment to clean air and water. Consider the U.S.: Smog levels have de lined by 
about 40 percent, and carbon monoxide is down nearly one third since the 1960s despite 
nearly twice as many cars. Some of the most impressive advances in cleaning the air have 
been recorded in the dirtiest cities, including Los Angeles, Pittsburgh, and Chicago. Airborne 
lead is down more than 90 percent from 40 years ago. Contaminated drinking water killed 
hundreds of thousands of Americans annually 100 years ago, versus very few deaths today. 

Natural Resources: By any measure, natural resources have become more available rather than 
more scarce. Consider copper, which is typical of #metals: The cost of a ton is only about a 
tenth of what it was 200 years ago. There is evidence that oil - the most womsome of 
resources because it is mostly burned up and therefore cannot be recycled - has actually been 
getting cheaper to produce: 

What has been the driving force behind this miraculous progress? Three words: free-market 
capitalism. If only the intellectual elite and the power holders in South Africa this week would 
go home and deregulate their economies, cut tax rates, expand democracy, and cut government 
rules and bureaucracies, we could blaze a path to alleviating world poverty'in a generation or 
two. If only markets, not governments, controlled the price and usage of natural resources, we 
would see a W h e r  abundance of food, minerals, and energy - enough for the entire world to 
share in the bounty. 

I , .  

The earth summit is based on a cancerous and discredited creed of limits to growth. It is insane 
to hope that people who believe in limits to growth will create the conditions that nurture 
growth. Even the term "sustainable development" is offensive and suggests that economic 
development and improving the environment are somehow incompatible - which is precisely 
\the opposite of the historical record. Where there is economic development and capitalism, 
thereis clean air and water, well-educated citizens, abundant resources and low disease rates. 
Where there is no capitalism, there is an abundance of these maladies. 

, I  

It redly is all that simple. 
. .  .. . 

The only real limits to growth are created by wrong-headed conferences populated.by 
unthinking do-gooders. 

Freedom will save the planet - if only governments will allow it. 

- Stephen Moore iqwesideiit of the Club for Growth." . .  

. .  

.- - 

. .  

I '  
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Move Over Babe Ruth 
Bany Bonds bats 600; 
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ith Barry Bonds now a member of the ultr'a-elite 600-homerun club -joining Willie 
Mays, Henry Aaron, and Babe Ruth - isn't it time that we recognize and pay proper 
homage to the spectacular feats of this prodigious slugger? We are now as fans 

privileged to witness the feats of a man who I would argue is the greatest power hitter in 
baseball history with the exception of Ruth himself. Bonds is the type of explosive and record- 
shattering athlete that we will tell our grandchildren about. 

Love him or hate him - and most people hate him - Barry Bonds's hitting statistics are' 
astonishing and unrivaled on the chronicles of the game. Anyone who'watched the last two 
months of last season could not but marvel at his performance. In those final scintillating 
weeks of the 2001 season when BB hit homers 66,67,68,69,70,71,72, and then the magical 
73rd, he rarely saw more than one strike per at bat, if that, and yet nearly every strike he saw 

I w 
I 

, I  

I '  
wenk soaring out of the park. I *  

I 
I 

This Olympian performance was achieved under intense pressure and media scrutiny. Mark 
McGwire whined that his 70 homeruns - crushing Roger Mark's near-four-decade-long 
record of 61 homers - were a greater accomplishment than khat Bonds accomplished. 
Hogwash. This was the gibberish of a selfish star who had to excruciatingly witness his own 
record being hijacked. Opposing pitchers were throwing fastballs down thermiddle of the 
strike zone to the popular McGwire. If you ever saw the gopher ball that McGwire hit out for 
his 70th - well, let's just say that just about anyone could have hit that pitch out of the park. 

But even putting aside his shattering of baseball's greatest record for homeruns, Bonds has 
recorded god-like statistics in so many other areas. It's hard to say what is most impressive. 
Over the past two seasons Bonds has amassed a stratospheric 55 percent on-base percentage 
- he simply and admirably refbses to swing at balls. If he didn't walk 150-200 times a seasOn 
he would have closer to 650 homers today. 

Or how about this record? Bonds has an unthinkable .800 slugging percentage. No one else 
even comes close. I 

I 

I 

. .  

. . .  
. . I  

C 

. .  

. .  

. . .  
. I  

. . .  

Bany Bonds is as dominating in baseball today as Michael Jordan was in basketball before his ' 

second retirement. 

Now I can already hear the stodgy complaints - all of which have validity. Bonds is an 
average fielder at best. Okay, I grant that, but so was Ruth. Bonds is a jerk.'Okay, I grant that, 
too. So what? We are talking about hitting, not chivalry. 

The biggest blemish on the Bonds record is that he has never won the big one. He has never' 
won a World Series, unlike Ruth and Jordan whose teams dominated. In fact, his post-season 
record has been less than stellar to put it charitably. He still has time to rectify that defect in 
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his career. 

Nonetheless, it has been a joy to watch Bonds over thelast'two seasons. He is one of those 
rare athletes whose skills are so far ahead of the rest, that it is #worth purchasing a ticket just' to 
watch him play. I hope he breaks H e w  Ahon's career homerun rFcord. He will if pitchers 
will just get it over the plate. 

Here's my rating of where Bonds .falls among the ,greatest sluggers of all time: 

1. Ruth 
2. Bonds ,' .. 

3. Williams. . .  

4. DiMaggio ~ 

5. Aaron 

.mn.!ig 4' 

. '  ;, \, I .  .,. ' 

' I \ ,  . .  . _  

I 

: I  

Any arguments? . .  

- Stephen Moore is presidgnt of the Club for Gsowth. , k 
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What'the World Needs Now. ... 
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. .  
I.!! 

- .  . . .  . .  
. . .  

. I  ' 
, . .  . : .  

. . . .  - . . .  . .  

. . '. ' . '  iUihQ.LA.!kh.h&! : ' , ' 1 

. .  ,: .... -.---.-.---- Send to a Friend ........ -..__ . .  pwe_rslon. . . . . .  . . .  . . . .  . . . .  . .  :. . .  e 
. . . . . . . . . . . .  - .  

. . .  . . . . .  . . .  . .  . .  

. . .  . . . . .  
. .  

... . . . . . .  . .  . .  . .  . 

I '  
, . .  

. :. : . 

. . _ . _  . 

. . . .  . . .  . . .  I . . .  . .  
. .  

. F 

: .  , .  

! 
. .  

. . '. W ith market losses now approaching $1.5 trillion this year, along comes a CIean-shaven A1 .'.. -: ' 

. . . . . .  Gore advising President Bush to scrap his economic agenda and start over: 
. .  

:. . . .  
. ' I  . .  

On this'occasion, Gore is half-right in his attacks against the president. That's a f& higher .'. ' . : . .  

. .  . . .  batting average than we're used to fiom the former vice president. : .  .. . .  ' .  . 
I 

. .  
. .  

Gore is correct that George W. needs to get back to a pro-investor economic message of 
growth and wealth creation. That was the message that helped defeat Gore. Instead, .what we 
get now from the m i t e  House are daily pronouncements of "don't w o k ,  be happy.'' These . 

pep talks are starting to infuriate investors, who are watchiag their wealth disappear on an 
hourly basis. Instead, investors want positive policy initiatives to reverse the market skid. 

' 

. .  
. 1  ',I,;. ' . . . .  . ' -  

. . . .  

BUSH'S lack of a positive growth agenda suggests that this administration just doesn't 
appreciate the fact that we are in the midst of a real honest-to-goodness financial crisis of 
major proportions. I 

A major contributor to the market meltdown is the fact that the policy environment in 
Washington has turned ferociously bearish. Since President Bush's tax cut was enacted some 
18 months ago, almost everything the Congress has done to the economy has been harmful. 
Case in point: the budget is up nearly 20% in just two years. 

I 

I 

Another more immediate example is the Sen. Paul Sarbanes corporate-responsibility act,- 
which was supposed to soothe investor fears of runaway corporate criminal behavior. Instead, 
this bill has sent the market into a tailspin. The market will collapse even fiuther if Bush s igns  
the bill. The Sarbanes bill must be amended to omit the civil-litigation provisions, which 
would create a massive windfall gain for trial lawyers at the expense of every one of the 90 I I 

million American shareholders. Moms Mark of Mark Investments in New York calls the 
Sarbanes bill "a disaster in waiting for the markets. Corporate CEOs will spend most of their 
days fending off frivolous, but costly lawsuits.'' What a bonus for the financial markets. 

I 

But here is where A1 Gore is all wet. (And it's not just from the polar ice caps melting.) Gore 
believes in the cockeyed theory that the Bush tax cut should be canceled because it isn't 
working. Message to Al: It is not working because we are not living in 2005 or 2006 when the 
tax cut starts to take real effect. 

Bush should not scuttle his tax cut, he should speed it up so the economy gets relief now. , 

. The Bush tax reductions are phased in over 10 years - which in political terms is eons fkorn 
now. The big supply-side shot of adrenaline from the Bush tax cuts doesn't occur until around 
2005 and thereafter. The top income-tax rate has been reduced only by 1 measly percentage 
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point. The anti-tax-cutters -in the Democratic leadership insisted on a gradual phase in of the ' ' .  

. .  
. .  

, tax cuts. **.!Id iv 

I .' 

We now know that the crafty team of Tom Daschle and Dick Gephardt had two objectives 
here: First, limit the short-run financia'l'impact of the, tax cuts in orper to 
Bush's economic record. And second, Daschle et a1 have'always h bored * $  

. '. . 

I 

I 

future tax cuts before they ever see the light of day. ' .. 

But here is the paradox: It is precisely this uncertainty about whether the president's fbture tax- . . I ' 

rate cuts will eventually become the law of the land that has limited the anti-recession 
effectiveness of the package. No one is willing to bank their fortunes on whether Daschle will 
scrounge up the votes to cancel the tax cuts tomorrow. 

Republicans are correct when they argue for tax-cut permanence. And the investor class of 
voters are solidly behind them. But there is even a higher economic priority to making the tax 
cuts permanent. Bush's tax cuts need to be made effective immediately. 

I 

' ' ' 

Under this proposal, the top income-tax rate would be immediately reduced to 35% from the 
current 39%. (If I had my druthers the top rate would come down to 25% or less, and the 
revenue losses would be minimal. In any case, 35% would be a start,.) And the estate tax 
should be terminated right now. (Through a freakish accident in the tax bill, the estate-tak 
burden will actually be higher, not lower in 2003, '04, and '05 in nearly half the states.) 

The Democrats will certainly howl in protest against this plan, but so what? How will pro-tax- 
cut Senate Democrats in tight races this year - including Senators Carnahan of Missouri, 
Johnson of South Dakota, and Baucus of Montana - respond to this proposal of fast- 
forwarding tax cuts? We suspect that the, congressional leadership could peal off enough 
Democrat votes to enact precisely this anti-recession tax-cut measure. After all, if lower tax 
rates make sense in 2006, why don't they make sense now with the economy wobbling along 
as it is. . 

I 

So Gore is right that the Republicans need a new plan - but not the disastrous one he is 
endorsing. Republicans have drifted off into dangerous territory: passing disgraceful f m  
bills, a pork-barrel emergency-spending bill, steel tariffs, and now a $350 billion new 
entitlement for prescription drugs. Now they want to over-regulate businesses and give 
expensive treats to the trial lawyers. 

. .  

If this agenda sounds familiar, it should. It is A1 Gore's presidential agenda. No wonder it isn't, 
working. . 

- Stephen Moore is president .of the Club for Growth. . 
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Death to the Corporate Infidels! 
The Dems get tough. el' 4 
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Washington, D.C. - Associated Press 
I 
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oday Senator Daschle called for the imposition of the death penalty for CEOs and 
members of the board of directors of any company that has committed accounting fraud. 
These would be the toughest new penalties proposed for the wrongdoers in the growing . 

corporate accounting scandals. "Republicans want to coddle their cronies and contributors in 
the corporate criminal world," Daschle announced. "We Democrats think that prison sentences 
are insufficient penalty for these corporate crooks.'' 

Standing next to Mr. Daschle were dozens of other Senate and House Democrats who support 
the call for the toughest penalties yet to deal with the burgeoning scandal in corporate 
America. Rep. Maxine Waters of California said she will introduce the proposal in the House. 
"Norhally I am against the death penalty, because it is racially applied against low-income 
African Americans, she said. "But because of the ingrained kacism, sexism, and classism that 
is so epidemic in the boardrooms of Fortune 500 companies, I believe in these cases of 
corporate white-collar crimes, the death penalty could be fairly applied." ''We will see if the 
Republicans are still so enthusiastic about the electric chair, when it is rich whiteys who are 
going to be strapped in." 

The Daschle plan would impose the death penalty against any CEO or member of the board of 
directors of any company that has been found guilty of accounting fraud. "We believe that in 
order to contain these widespread accounting scandals," Daschle stated, "the death penalty will 
have a severe deterrence effect. We want to send a resounding signal to Wall Street and Main 
Street that Democrats will take necessary steps to protect Americans' nest eggs from fraud." 

I 

T 

. .  
I I 

1 

' 

I 

I 

Bush administration spokesman Ari Fleisher said that the'administration was looking into. the: 
details of the proposal. "Rest assured," Mr. Fleisher said, "no one in 'Washington is going to be 
tougher on these corporate criminals than this presiaent. 

Some critics believed the Democratic .bill is a case of corporate bashing. What  is next?" asked 
Jude Wanniski a Wall Street investment.adviser, "A3iring squad for corporate polluters and . 

corporate tax evaders?" 

Ralph Neas of the People for the American Way said that he wished the Democratic death- 
penalty proposal would apply to "corporate polluters and tax cheats." 

Speaking at the press conference were Bill and Dorothy McArthur of Youngstown, Ohio. The 
McArthur's are 92 years old and had just last ,year on a stock tip put all of their savings'into 
WorldCom stocks. Now the McArthurs are hungry, homeless, and penniless. "We have lost 
the money that we needed to pay for Dorothy's treatments for Arthritis, dementia, diarrhea, 
attention-deficit disorder, and her third hip replacement surgery," a tearful Bill McArthur 
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reported. "Thanks to these corporate crooks, we don't even have the money to pay for the glue 
to hold in our dentures," he sobbed. ,*w,,,4 a 

The Democrats at the press conference noted that George W. Bush and Dick Cheney care 
more about protecting their "robber-bslt.ofi corporate friends" than the innocent victims of these 
scandals, people like the McArthurs. 

Meanwhile, in another get-tough-on-crime proposal, Charlie Rangel of New York ,a d the 
ranking Democrat on the Ways and Means Committee suggested that we should torture 
corporate criminals and accounting-firm CEOs, who are found guilty of defrauding investors. 
"I say, torture them with electric-shock treatment, then put them to death," Mr. Rangel 

\ 
\ 

* ' \  

, .  

I 

. .  

@ 

. I  

6 .  ' 

. .  

announced. 

In a press-release: response, Speaker Denny Hastert said that House Republicans 
into the viability of the Rangel proposal, "but we wonder whether this might not 
of the Geneva Convention." I .  

. I  

would *"look 
be a violation 

' - Stephen Moore is president of the Club for Growth. 
, , 
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Larry Craig's Poison Pill' Cllrll. 

A good senator's bad amendment. 4' ' , .  
t 
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I ver the years it would be hard to find'a more stalwart free marketer in the United States.' . '  
.,. Senate than Larry Craig of Idaho. Craig has one of the highest National Taxpayers Union 

marks in fighting against big government. He has lead the charge on supply-side tax- 
cutting.'I have worked with him and his staff on capital-gains tax reduction'-.:wlii'ch i s  so ' , 

critical to getting :the financial markets out,of their 24 month-long slide. . . . .  ' . I .  . .  

. . .  

, . .  ' I  

. .  

. . .  QQ 
. .  

. .  pbm 

. . . .  
. . .  . .  I' : .  

: 

So why in the world has Larry Craig teamed up with ultra-liberal Democrat Mark Dayton of 
Minnesota to sponsor a poison-pill amendment to President Bush's free-trade bill? This 
amendment, as the Wall Street Journal recently noted "strikes at the very heart of .fast track 
trade negotiations." Under the Trade Promotion Authority bill, the president negotiates a trade 
agreement, and Congress agrees to vote up or down on the trade treaty without amending it. 
Without this assurance, foreign leaders are unlikely to bargain trade agreements that could be 
eviswrated later by the protectionist twinges that always are present among the parochial 
interests on Capitol Hill. 

The Dayton-Craig amendment would allow Congress to reject any provision of a trade bill that 
weakens so-called "anti-dumping" laws. This is a really lousy amendment on so many 
grounds, one hardly knows where to start attacking. It clearly violates the fast track "no- 
amendment" policy. Once, one amendment to a trade treaty is allowed, the dam is broken. So 
Larry Craig's rider would destroy the whole free-trade process that is rolling along here. 

Unfortunately, Craig's amendment plays to the ingrained protectionist reservations about trade 
agreements among congressional members. With the strong support of the labor unions and 
the "fair trade" lobby, it actually passed in the Senate. The anti-fiee-trade-and-fiee-markets 
publication The American Prospect wrote approvingly of Craig's creation: "this is exactly the 
kind of mischief the Senate always keeps out of trade agreements, because it gums up the I ,  

works in trade accords." 

President Bush has said that he will veto the tfade bill if the Dayton-Craig amendment isn't 
extracted. Good call, Mr. President. 

This amendment is also boneheaded policy. There is no worse feature to our trade laws than 
"anti-dumping" penalties. Dumping laws forbid foreign companies from selling products here 
in the U.S. for below production costs. Why in the world should that be illegal? 

' 

1 

I 

I 

1 

I 

If a Panamanian fruit and vegetable firm is dumb enough to sell us bananas at a loss, or if the 
Koreans want to sell us steel for below cost, why would we outlaw the importation of these 

I products. What if the foreign companies wanted to give us the bananas or the steel to us as a 
gift - for free. Would we object to that as against our national interest? Moreover, best- 
selling author Jim Bovard has shown over and over again that when nation's "dump" products 
here in the U.S., the biggest winner is American consumers who get low cost goods and 

http://web.archive.org/web/2002 1 228084245/www.nationalreview.com/script/.. . 5 /  1 7/2005 



National Review Online (htt , ,, w , . n a t i o n a l r e v i e w c q m )  . .  

. .  
. .  I .  

- .  
. . . . . .  . -  . . . .  

I "  

. . .  

services. He has also shown that &y time an American company'that is reporting losses .in a :: . . . .  . .  .. 
given year - as most U.S. companies did last year - exports products abroad, those firms; are: . .  . .  

rechnically guilty- of illegal dumping. After all, 'since they lost money, they by :definition..were 5 

Anti-dumping laws reflect an "exports good, impods bad'' view of trade .that 'is onomicaliy. . .  

of work. This is precisely why a strong dol1ar"kgood' for America. It makes us richerrelative 

So shame on Larry Craig - and I say this with great reluctance because Lany -is's personal . . . . . . . . . .  

friend. But if he wants to be a friend of the American worker and our high-tech,:hi,gh-wage,' ', 
free-trade-driven economy, he will repudiate'his destructive amendment. . .  .;: :.. . . . . . . . .  

To paraphrase Woody Allen: Lany, you never want to be part of a club that would have Mark ' I  . . ' 
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selling goods be1o.w cost. 
' I  

misguided and anti-consumer. The lower \he price of imports, the higher Americans'.reaL1 . 

incomes rise, because we can all buy more' prodbcts for the Money we:make'in ari hour's.worth 

to workers in other'nations. I call this Kudlow'ylaw. 
. .  
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Dayton aS a member; . 
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I .  - Stephen Moore is president of the Club for Growth; . .  . I .  
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. We already have a department of homeland security. I 
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eorge .W. Bush should rethink his proposal to create a new "Homeland Security" Cabinet 
department. Once upon a time - as recently as 1995 - Republicans wanted to reduce t h e  
size of the Cabinet,' not add to it. If a Homeland Security Agency is truly necessary, the 

Commerce Department or HUD must rbe closed down to make room for it. If the Republicans 
won't shut down agencies that long ago outlived their usehlness, they should at least .adopt a 
policy of no net increase in Cabinet departments. i 

Creating this new department is likely to be highly expensive (at least $4 billion for just 
reorganization costs), and it may very well create more, not less bureaucratic overlap and 
redundancy in Washington. Before Congress signs off on President Bush's proposal to create 
another new agency, we should consider the inglorious history of new Cabinet departments. 

Let's start from the beginning. When the United States government was first founded there 
were just three Cabinet agencies: a Department of War, a State Dephnent ;  and a Department 
of the Treasury. In those founding years of our nation, all domestic government activities, 
outside of delivering letters, were handled by the Treasury Department. The Treasury 
Department's first entire budget to deal with all civilian concerns was less than $1 million. 
Congress now spends that roughly every five seconds. 

Today, we have 15 Cabinet agencies - and 13 of them deal with domestic social-welfare 
issues. Jimmy Carter created two Cabinet agencies: Energy and Education. The education and . 

p e r g y  crises deepened after their creation. Both should be terminated. In 1995 the newly 
elected Republican Congress was going to get rid of three Cabinet departments, Energy, I 

Education, and Commerce, but all of them still remain. The point, of course, is that it would be 
hard to argue that creating Cabinet agencies solves national problems and in most cases, as 
with,energy and education policy and hundreds of billions of dollars spent, they have made 
matters worse. 

. .  

Now, there are strong arguments for creating a Department of Homeland Security. Not the 
least among these is that by consolidating all border enforcement, intelligence gathering, and 
national-security concerns under one roof, there should be a lot less duplication of effort and a 
lot less of the bureaucracy working at cross purposes - which happens a lot in our $2.2 
trillion government. Washington has more than 50 job-training programs, more than 60 low- 
income housing-assistance programs, and some 25 programs for vocational training. 
Washington invented the Department of Redundancy Department. So there is value in letting 
Governor Ridge house all these fbnctions under his direct control. . 

I 

I I .  

I 

. .  

I 
I 

There are a number of problems with the proposal, however. First, and most importantly, we 
already have a Department of Homeland Security, and it is called the Defense Department. 
After all, if the Defense Department, which spends some $350 billion a year - or more than 
twice what any other nation spends on military concerns - isn't spending that money on 
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protecting the homeland, what is it spending these,funds on? The'very reason we had a 9/11, '. ,- . 0 

attack was that our $2.2 trillion government wasn't doing the one thing it is.suppo.sed to do; '-.. . . ' . ' 

which is to keep us safe from foreign harm. Our Defense Department spends tens of billions or ' e  

dollars on troops in Korea, troops in the Middle East, tro,ops.in Europe, and even Africa. .The :I . . .  

fact that the Pentagon doesn't have the money or resources to keep our borders .secure and to . _  

do the intelligence gathering to keep us safe. is' lunacy. Foreign entanglements 'have gotten us' 
so unfocused on the real priorities of national 'security that life-and-death issues like protection 
from terrorists on the home soil is an afterthought for the Pentagon. Meanwhile, we do have 
money for "peacekeeping operations" in Somal'lk, IMF funding foi. Argentina, and AIDS ' . . . 

funding for Africa. 

The crisis is here, Mr. Daschle and Mr. Hastert, not overseas. ... 

A better solution than .creating a new Department of Homeland Security would .be to rename 
the Defense Department the Department of Homeland Security. That will' get 0ur"phorities 
realigned with the new realities of the national security crises of this post Cold War world. All  
expenditures by this new Department should .be judged on the basis of whether they enhance 
our security here at home. Under this plan, we save tens of billions of ~ollars, rather than . 
spend another $4 to $5 billion. 

There is also reason to suspect the size of the bureaucracy will increase, not .decrease, under 
the White House plan. Historically, new Cabinet agencies have not lead to a reduction in 
burehcrats in old agencies, but just thousands of new govenirnent hires in the'new agency. ' 

This was true when the Education Department was broken off from the o.ld Health, Education, 
and Welfare Department, for example. 

,I!! . .. . .  . .  . .  . .  . .  . .  I 

. .  . .  
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. .  
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Finally, the president needs to move away from bureaucratic solutions to the terrorism crisis 
and take concrete steps to reduce the real and perceived threats of further violence, for 
example, by tracking down the thousands of known visa abusers who have connections with 
terrorist cells. Shuffling around chairs in Washington will do little to make Americans safer. 

President Bush must recognize that the proliferation of Cabinet agencies over the last 50 years 
has not solved a single problem in America. And it certainly not helped in any way to increase 
homeland security. Just the opposite is true. The bureaucratization of government in 
Washington has weakened and strained the federal government's ability to use its resources at 
all effectively. As Texas Senator Phil Gramm has said many times before: "A government thht 
tries to do everything, ends up doing nothing well." That is the very essence of our current 
crisis in national security. When our Defense Department is spending money on breast-cancer 
research, fruit and vegetable stands, and day-care-center construction projects, priorities in 
Washington are out of whack. I 

How ironic that President Bush isnow forced to create a new Cabinet department in 
Washington to do the one thing that government is expected to do above all else: Provide 
safety here at home. 

- Stephen Moore is president of the Club for Growth. 
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This Axe Is Sharp 

I .  

\ I  1. 
. An Arkansas tax-cutting initiative has liberals lip locked. 1 .  

I 

ll.l.,l . ,I 

Page  1 o f2  
. .  

I 

A.i!horA.Khjve. ' . 
-..- Send ......... _- ..................................... to a Friend : 

.Print.v.er.sL!n , 4 ' .  

iberals love to rail sanctimoniously against "regressive taxation," and they now have a 
chance in Arkansas to defeat a levy that falls most heavily on the poor. But so far, their 
silence has been deafening. And their hypocrisy is sounding oh so very loud. 

L 
I * *  

Here's the situation. A group of taxpayer advocates - spearheaded by the political activist, 
businessman, and Arkansas Public. Policy Foundation chairman Steve Stephens - is seeking 
to put an ingenious initiative on the ballot this November to "abolish and forever prohibit the 
taxation of food and medicine within this state." That is to, say, they want to exempt from 
taxation the necessities of life. That sounds fair. The best feature of the initiative is that they 
propose to replace these taxes with . . . get this, nothing. 

"We're eager to see how liberals react to our initiative," says Stephens. ''The issue at stake is 
whether liberals love taxes more than they do poor people.'' 

Well, the answer to that seems self-evident. The left-wing special-interest groups who are 
fhnded by government aren't likely to be very enthusiastic about a ballot measure that would 
gore their cash cow. After all, liberals would tax Girl Scout cookies and grandma's false teeth 
if they could get more money out of it. There are already grumblings about how fiscally 
irresponsible this "axe the tax" campaign is. 

I 
1 

I 

A whole lot of country-club Republicans aren't too thrilled with the initiative either. The GOP . 

#party regulars fear that they'll have to cut back on state spending if the initiative passes. Well 
- isn't that the whole idea? I 

. ._ 

There's a lot of money at stake here. If the measure passes, the state of Arkansas would have 
to live without a half billion dollars in revenues every 'year. But that would be desirable. .. 

.Arkansas is still a poor state, ranking 46th in personal income. But it ranks 1 lth in per-capita .. . . 

' 

taxes. Those two figures may very well be interrelated. . .  

So if the axe-the-tax crowd has 'its way in November, groceries in Arkansas will go untaxed, 
the poor will be able to keep more of their earnings, and the Left is going to be in a grand 
fimk. I love it. 

We should axe the tax in every state. . 

. -  I ' 
1 .  

. .  

! 
AXE LINKAGE 
To find out more about the Arkansas axe-the-tax campaign,,go to 
http://web.archive.orn/web/2O02 1 002 1 0283 8/http://www.foodtax.orn/. 

* 

1.1' ' 

- Stepheri Moore is president of the Club for Growth. This article originally appeared in the 
WuIl Street Jozirnal on May 13, 2002. 
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Today's government-spending, pace would make Tip O:,$eill blush. 
Worse Than Drunken Sailors, 
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espite the fact that the Republicans control h e  White House, the House of ".. 

' D Representatives, and 30 governorships, the nation is now in the midst of the biggest ' 

government spending spree since LBJ. Incredibly, the domestic social welfare budget ha& ' ' .  , 

. : expanded more in just two years ($96 bil1ion):under George W. Bush than'in Bi1l:Clinton's . ' 

first six years in office ($51 billion). . . .  . .  . . . . .  
. . .  _ .  . . .  . .  

Although many economists portray this surge in spending as a stimulusl to .growth, the 
opposite is true. The runaway federal budget, which is up nearly $300 billion in just the list 
two years, and the parallel hike in taxes and debt needed to finance this spending binge, is 
America's single most ominous domestic economic danger sign. 

Governments can only grow by capturing resources at the private sector's expense. That's 
whatk happening now. Over the past year and a half, government has been the single fastest 
growth sector of the economy. It has grown faster than construction, services, housing, and 
even consumer spending. In 200 1 the recession-racked private-sector economy grew by a 
microscopic 0.5%. But there was no recession in government: its spending was up 6% for the 
yeq. For the first quarter of this year, data indicates that private-sector activity rose by 5% a s  
the economic recovery has taken hold. But government's spending soared twice as fast. This 
pace would make Tip O'Neill blush. 

Even more discouraging is the spending trend line. Every year since the Republicans first t o o k  
control of the House in 1995, spending roadblocks have been hrther removed. Domestic 
spending actually fell by an impressive 3% in real terms in the 104th Congress (1 995-96) 
when Republicans seized control of the House and Senate for the first time in 40 years. The 
next Congress raised spending by 4%, the next by 11%, and this one is on pace to raise the 
budget by 15%. All of this is reminiscent of the old Reagan quip that to say that Congress I I I 

spends like drunken sailors is an insult to drunken sailors. 

I 

I 

r 

Sure, the Democrats in Congress share a big pgrt of the blame. The spending spree has 
worsened now that Tom Daschle is running the Senate and that prince of pork, Robert C. 
Byrd, is ruling the appropriations process. But one only need look at the vote on the Farm Bil l  
- a bill that will distribute million-dollar welfare checks to America's wealthiest farm 
businesses - to see that the pro-spending virus endemic in the Democratic party has spread to 
the GOP. 

I've covered federal budget issues for nearly two decades. If the Farm Bill wasn't the most 
fiscally rancid legislation I have seen, it's certainly in the top three. Yet two out of three 
Republicans voted for it, and, worse yet, Mr. Bush not only signed it, he crowed that it 'would 
secure the "independence of the American farmer." Independence from what exactly? The fkee 
market? 

. .  
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The bill is only the first of many budget-busting, anti-enterprise spending bills that are racing 

only A1 Gore could love. Congress will' silso soon send Mr. Bush Q $1 00 billion 

. , 
. .  

toward the president's desk. The erneqggqcv military supplemental spending bill has become a 
Christmas'tree for special interests and is $3, billion over budget. ,The. energy bill, with its 

. ' 

,. 
.. 

' emphasis on tax credits. for windmills and boondoggle oil-conservation projects, is a bill that  ' . ; 

free prescription-drug benefits for seniors, and a $6 billion bill for baby-sitting 
the president says he wants $5 billion more for failed .foreign-aid p ograms. All 
after last year's education.bil1 that will nearly double the Department of 

' 8  I 

1 
, 

the next ,six years and institutionalize a federal presence in our local-school system. 

The immediate way to reverse the fiscal collapse in Washington is for Mr. Bush to start 
dusting off his veto pen. The energy bill, the appropriations bills, the prescription drug bill all 
should be rejected in the name of fiscal sanity. This president has no vetoes so far. The White 
House has been reluctant to wield the Veto power because they see this as a huge withdtawal 
of scarce political capital. Wrong. History proves that strong presidents'- from Roosevelt to 
Reagan - make strong use of the veto. Mr. Bush ban make a powerful case for rejecting 
obese spending bills: They are not just economically wrongheaded, they weaken the critical 
war on terrorism by diverting scarce tax dollars away from our vital national-security needs. 

Republicans wrongly believe that they can bank on a spend-and-elect model to secure their 
House majority and then capture the Senate this November. The opposite is likely: The current 
spending binge, on top of the president's steel tariffs and his signature on the' anti-First 
Amendment campaign reform bill, may severely demoralize conseryative vpters and set the 
stage for an electoral surge back to the Democrats. After all, if it really is big government that 
the voters want, why not pull the lever for Democrats, who are not amateur, but major-league 
big spenders. 

John Boehner, the savvy Republican fiom Ohio who was a major part of the Republican 
Contract with America revolution in 1994, recently lamented that "we Republicans seem to 
have forgotten who we are and why we're here." He's right. Republicans are suffering fiorn a 
politically lethal identity crisis. If the budget bulge that we're now witnessing were happening 
#\under a Democratic presidency, Republicans would be howling in indignant outrage. If the 
tidal wave of spending isn't soon reversed, the Republican Party may soon discover that it is 
both redundant and replaceable. 

I 

I 

* I  . . .  

' 

. - Stephen Moose is president of the Cliib for Growth. This article originally appeased in .the' 
Wall Street . .  Jozisnal on May 13, 2002. .. . 
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U,I,* I I . Virginia Is for Taxers 4' t 
And you can blame the Republicans for allowing it to be,!?. ' . . . ', 
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ord what fools these Republicans be! ' 
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Today, Wednesday, the Vi 
figuratively speaking. The 
referendum for a :half-cent 

.rginia GOP is preparing' to swallow a live political hwd grenade '- . 

Republi.cans in the. Richmond legislature are going to approve, a ' . . 

sales-tax hike. 

I 

i j 
I 

I' ' I  
I 

. .  . .  . .  . .  . , .  . 
I .: 

. .  
. .  

Just six months ago Republicans in Virginia won control of the state legislature'for the'first ' 

under pressure from the business community, they are.poised to vote in favor of the unpopular 
sales-tax referendum. If they do, the Republicans will have somehow allowed the Democratic 

. .  time in decades. They were propelled into office by the locomotive of the anti-tax issue. Now, ' 

Gov. Mark .Warner to slide to the right of them on the tax ,issue. 

- 1  

. 
' '' 

. .  

. .  

I'm d Virginian. The last thing we need is new taxes. The state budget has doubled since 1990. 
It has recorded the ninth fastest growth of expenditures of the 50:states over the past decade, It' 
has increased transportation spending by 60% -.which is at issue in this referendum, 

. 

' 

' ' 

. I  

I The pro-tax lobby is presenting northern Virginians' with a false choice: Either pay higher ' 

taxes or get used to worse and worse traffic congestion. This is as balanced a choice as when . 

the robber offers "Your money or your life.'' 

I 

r 

If Virginia - like so many other spendthrift states - had only held the rate of growth o f t a x  
revenues to the rate of inflation plus population growth over the past decade, a family of four 
would be paying $1,500 less in taxes this year. We Virginians are hardly feeling under taxed. 
If all that extra money had gone to roads, we could have paved them in gold. 

Virginia is an attractive place to live and work in part because it has a tax-friendly !. I I 

environment for businesses and families. Here I speak from personal experience. I 
transplanted our fmi ly  from Maryland to Virginia ten years ago to escape the. high taxes and 
poor public services on the other side of the Potomac. But that tax advantage may be eroding. 
Since' 1992 the Virginia budget has bloated by 80% versus 59% for Maryland. Maryland has 
cut its income-tax rate. Virginia hasn't. 

Virginia was once'for lovers. Lately it is for taxers. , 

' .  

If the Republicans in Richmond really believe that Northern Virginia can tax itself back to 
prosperity, then it only goes to show that what is wrong with our state is not the roads, but the 
Republicans. 

Virginia Is for Taxes 
1992-2000 

I 
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Population Growth 11% 
Inflation 23% 

Tax Revenue Growth 80% 

:.Hl*.y J' 
. .  Population Plus Inflation 34% . I .  

I. 
11.1.,, . 

\ :  . .  
Source: Cat0 Institute based on U.S. Census Bureau' data,"2001 *, \ .  , 
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\-: - Mr. Moore'is president qf the Clubsfor Growth. . L 
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Armey Loss 
Big Media wins. . 
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his week conservatives suffered a heartbreaking setback and the media scored a 

conservative icon Dick Armey, lost his bid to replace his father as a congressman fiom 
' T stupendous victory. Both of these things happened when Scott Armey, son of the retiring 

Texas. That seat will now be held by a fairly liberal Republican by the name of Michael 
Burgess, a gynecologist by trade. 

What is interesting about this race is how Scott Armey lost. It turns outathat this race is a fairly 
accurate peek into the future of what campaigns will look like when issue advertising is 
banned and the mainitream media is given almost monopoly power in'using its megaphone to 
editorialize and smear candidates. 

Let's set the stage. Scott Armey had a commanding lead in this race. He was well liked by 
voteis. He had a substantial money advantage. He had high name recognition. He had Club for 
Growth support (full disclosure) and help fiom conservative groups. This is also a very 
conservative Texas and Scott had a proven conservative record as county supervisor. -In sum, 
Scott Armey fit the district ideologically like a glove -just as his dad does. Or so it seemed. 

How in the world did he lose? 

I 

I 

I 

r 

The answer: a furious ind quite savage last-minute media blitz by,the Dallas Morning News 
intended to torpedo the h e y  candidacy. It wasn't the DMN's editorial 'endorsement, that hurt 
Armey. Does anyone read or care about newspaper endorsements? 

The DuZlus Morning News simply ambushed h e y .  One story lambasted Armey for 
allegedly giving county contracts to his friends when he was on the board .of supervisors. 
( h e y  unabashedly denies the truth of the story.) A few days later another story reported that 
h e y  caused a car crash ten years ago and that he didn't have insurance. The story alleges 
that Armey showed a lack of regret for the accident.They portray him as a heartless soul, who 
was unapologetic to the person who was injured. (Scott, by the way, denies this and he paid all 
injury and hospital bills.) I 

Even Richard Nixon didn't get this kind of shabby and one-sided treatment from the press 
during the last days of Watergate. 

These innuendoes couldn't have been better timed if James Carville had planted them. They 
were devastating because they reinforced lingering doubts that voters had about Scott h e y  
- i.e., that he wasn't suited for the job, that he was too immature, and that he was merely an 
opportunist riding on the coat tails of his famous father. 

Incidentally, these stories had the same impact as the George W. Bush revelation on election 
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eve about the drunk-driving arrest that nearly cost 'W. the election. In this case, Armey's . .  

numbers sank like a rock and caused b.!,.$unning defeat. Does anyone believe that these 
llrevelations'' were not known until a few days before the election? It's one thing for& ; .: 
opponent to drop bombs like this on the eve of the election. But the "impartial". media? 

stories because they 'were packed inside the last week. or  so. 'He 

. ' .  
l1.1,,, . ! I 

I 

Armey was never able to adequately respond to these "Are you 

. himself, but the damage had already been done. ,, 

Get used to this. Under John McCain'scampaign-finance reform, CNN, the Dallas Morning . 

'News, the New York Times, etc., will have near monopoly power over election propaganda 
' 

within 30-60 days of the election. Outside groups will be blackballed from criticizing or 
' . praising a candidate. Only the disinterested media will be permitted to do that.,He who . ' 

.. 

. .  
: ' I  . 

Pb controls the message, largely controls'lhe election, I 

. a b  . 
. I  

c 3  
Nl . 
Pr ' 

4 

Starting next. year, there will be almost no way to counter attack against media propaganda 
that masquerades as news. Get used to newspapers and network news serving as judge, jury 
and executioner in election-campaigns. We have John McCain to thank for that. 

qr 
::r The irony is that this law was meant to limit the evil forces of money by special-interest 

groups who try to buy elections. Yes.. .t,hose evil well-fbnded special-interest groups like, 
hmm, the Dallas Morning News. Ph 

P4 

- Stephen Moore is president of the Club for Growth. 
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The Final Final 
Don't stop (the March Madness). 

# 

I". 

pril is indeed the cruelest month. There's no bluer feeling than when the NCAA 
tournament comes to an end. It's 1 1 months until the NCAA tournament-selection show. 
This year's tournament lived up to the hype once again. Here's a quick recap of the last 3 

weeks of mayhem and, of course, the fearless prediction for tonight's game. 

1. Why are these no longer Bobby Knight's Hoosiers? Every one of them was recruited by Bob I 

I 

Knight - not one by Mike Davis. I ,  

2. If Maryland wins Phonday night it will be the first team in 20 years io win a national , I '  
championship without a single McDonald's high-school all-American, on the squad. That 
compares with Duke, which has seven and is watching on TV. Boohoo! Gary Williams is a 
master at developing talent, rather than inheriting it. 

3. If Indiana should win on Monday, it will be the worst teah to cut down the nets since 
Jimmy Valvano's Wolfpack beat Houston's Phi Slamma Jamma. Go Hoosiers! 

4. I saw a preposterous quote by Bo Schembechler (former Michigan football coach) who was 
criticizing the Fab Five for failing to win the national championship. Gee they got to the fmal 
game twice and had a remarkable 13-3 record in the NCAAs, and they're attacked for "not 
winning the big one!" In any case, how can Bo Schembechler of all people criticize anyone for 
not winning the big one? Let's see, Bo, your record in Bowl Games was what 2-15? And how 
many national championships did you win again? Nada! 

I I '  

I 

I 

I 

5. Let'scall this Indiana team the "Don't Hurry-Up Hoosiers." 

6. Speaking of mascots, how can this Maryland team be called Terrapins? Although you've got 
to love their slogan: Fear the Turtle. . _  

7. I've never been a great Billy Packer fan, but'he did call a great game in the first half of the 
double-header on Saturday. Oklahoma Coach Kelvin Sampson made a series of critical errors. 
Why not press Indiana (4 slow white guys) all over the floor all game long? 

8. Best game of the tournament this year? Kansas versus Holy Cross. Holy Cross came within 
a whisker of pulling off the biggest tournament upset in 20 years. 

9. If Indiana doesn't nail that three-pointer at the end of the fnst half, Indiana doesn't win that 
game against Oklahoma - period! 

10. Several readers (all women) have called and e-mailed complaining about my last column 
as "sexist" because I said that women shouldn't be permitted to ref the men's game. Their 
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retort was: "Well then why.should men ref the women's games?" Look, for all I care the 
women,can use chinipanzees to ref th&.,gsunes. I hate women's basketball. 

I 

12. Is Chris Wilcox really only 19? 

I -  

' 

1 1. The rumors are true: Kansas is soft - as always. They take after their coach. ' 

. #  
1..1;,, . I 

\ : .  , \ .  ' .  

I 13. Juan Dixon is a Jason Williams who can hit fiee throws. 

,14. Did I . .  mention how much fun this Final Four weekend'has been without Duke? . 

15. Quote of the tournament: Dick Vitale after Duke built a 26-9 lead over Indiana. .You can . I  . ' 
: .  

. .  turn on pro-wrestling now. .an,.. . .  

' 16. Of the seven "experts" that CBS had previewing the Final Four games, not one picked 
Indiana. They have all the intelligence of a blue-chip economic forecaster. 

17. And now what you've all been 'waiting for: And the winner is.. . 

* 

. .' 
' Indiana 65 

* . .Maryland54 . _  . .. I 

I 

1 

April Fools! 

- Stephen Moore is president of the Club for Growth. 
I 
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Foreign-Aid Foolishness . CL '. 4' , . 
There is nosuch thing'as a generous government. # m ~ , ;  

1: 

[.aid to help the world's poor. It reminded me that,'Carter is a very, very good-hearted man , 

intervention ,that allowed Reagan to derail Carter's reelection bid in 1980. . , . .. ... ' . 

. .  
. _  . . .  . .  

'm fuming because I just got done watching Jhnmy Carter. on CNN lobby for 'more foreign 

with a lot of very, very dumb policy ideas. I've always'contended that it was divine. . . 

-. . 

. .  

' ' ' 

, . .  ' I  

. .  .:_ I .  . 
I 

What was infuriating was Carter's claim that Americans are being skinflints because other 
nations waste far more money as a share of their GDPs than we do on foreign aid. Carter said 
that the U.S. only spends 111 000th of our GDP on foreign aid, which is three to four times less 

This has become the mantra of the Left: The U.S. is a rich nation of cheapskates who won't 
help poor and starving people around the globe. George Soros says the same thing. He wants 
the U.S. to give more than $20 billion to the IMF to lend to the developing world. This would 
be the righteous thing for America to do, Soros preaches. 

Before George Soros starts sermonizing U.S. taxpayers to give $20 billion to the world's poor, 
why doesn't he do this himself? 

I I than most European nations spend. . 1  

1 

I 

I 

. .  
There is no such thing as a generous government. Governments t-&e money involuntarily from 
their citizens. When the U.S. takes money from me in the form of taxes and then gives that 
money to some foreign-aid bureaucrat in Brussels, I am not being generous, I am being shaken 
down. 

I'm sick of foreigners and lots of homegrown folks too-Carter and Soros are just two of a 
growing fraternity of 2 1 st-century blame-America-first-ers - who browbeat Americans for 
our lack of generosity simply because we don't buy into the Left's warped utopian vision of I : 

international development. Americans are practical people. There's one good reason why 
2/3rds of the public hates foreign aid - and want none of it. Because it doesn't work. In fact, 
recent studies by Ian Vasquez at the Cat0 Institute show that organizations like the IMF do 
more harm than good to countries we are trying to "help.'' If you want to see what foreign aid 
does to countries, go to Africa or Bangladesh. Or better yet: visit Argentina. 

The claims that Americans are not helping the poor in the third world is absurd. First, 
Americans are by far the most generous in the world when it comes to private humanitarian 
aid to victims of earthquakes, famines, floods, etc. We're more generous than all the rest of the 
nations in the world - combined. Just look who gives to the' International Red Cross and the 
Salvation Army. Americans. Does anyone ever really want to count on the French, the 
Swedes, or the Dutch if they are facing a crisis? 

. 

But we also lift up the world's poor in a more fimdamental way. We develop the drugs, the 
products, the inventions, the know-how that raises the standard of living everywhere. AIDS 

. I  

* .  

I 
. .  

. .  

. .  

. .  
1 
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activists complain that America isn't pulling its weight in fighting AIDS in Africa, etc. 
Nonsense. Who is going to develop tbGc;ure for AIDS? Surely not the Europeans or the 
Japanese? Who developed the vaccine for tuberculosis and polio? Those terrible capitalists in 
the U.S. 

\ 
There are poor people in the world because corrupt and selfiservi governments natch away 

regulations that are too weighty, trade barriers that are too tall, and private-property ights that 
are too insecure. Our fundamental message to the poor nations of the world should be that 
your governments are too intrusive. How does it make any sense to turn around and then give 
these governments that are too intrusive more money? This is essentially providing sustenance 
to these nations' evil captors. 

a 

L 
l t l l  I, . ,I 

\ basic freedoms from their citizens. It's that simple. Poor nations hal 9 e taxes that are too high, 

4 
0 
F 4  
w3 

Unfortunately, that's pretty much what' George Bush now wants to do. He has caved 'in to the 
Left-wing foreign-aid establishment - both inside and outside his own state department - 
and has called for another $5 billion in development aid. 

h '  
F-4 

CY 
' The Bush team should know better. The best development principle is trade not aid. But 

, combining the steel tariffs with the new aid replenishment 'announcement suggests that the 
Bush foreign-policy doctrine is aid, not trade. 

- Stephen Moore is president of the Club for Growth. , 
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C Z . 1 1 .  March Madness. . i' ' 4. 

Seven ways to make i t  even better. w,  ' 
i t  

'* I 
. _  

. .  .. 

. . . .  
. :. . . . .  . .  

. .  . . .  
. .  - .. . .  

, .  . 
I :' . . .  . . .  

I '  

I 

. . ' .  

, .  
I .  . .  . . . . .  . .  . . .  . . .  

. .  
- .  

. .  . .  

' .  I 

. .  

. . .  

h, March, the greatest month of the year. This is the season where I return to 
bachelorhood, lock myself into the TV room and tell my wife that I'll see her sometime i n  
April. Oh, and by the way, keep those three crying kids out of my hair for the next three 

I A 
weeks. 

Unfortunately, the greatest 96 consecutive hours of sports is now over. For me, the rest of the 
NCAA hoops tournament is always an anti-climax after the first roller-coaster weekend, when 
the little guys like Kent State and Southern Illinois rock the worlds of the USCs imd Georgias 
of the overrated majot conferences. Of course, the single most joyful moment of every 
tournament is watching Duke lose. (PLEASE, someone beat Duke! !) 

I 

. .  
But something is different this year. Social engineers are tinkering with a system that isn't 
broken. The magic of March madness is being ruined by reformers. Here's mylist of the . 

annoying new features of the tournament that are simply unkAmerican and must be stopped. I ' 
also add some thoughts on other ways to improve the' tournament. 

I I 

, 1. No Women. How outrageous is this? This year they allowed a woman ref a men's NCAA 
game. Liberals celebrate this breakthrough as a triumph for gender equity. The NCAA has 
been touting this as example of how progressive they are. I see it as an obsc;enity. Is there no' 
area in life where mencan take vacation from women? What's next? Women invited to. 
bachelor parties? Women in combat? (Oh yeah, they've done that already.) Why can't women 

' . I 

. 

. 

. - .  . .  
. ref he wornen's games and men the men's games. . . . .  

I can't wait to see the first lady ref have a run in with Bobby Knight. 

. .  

This speaks to a bigger and more serious social problem in America: the femii,zation of 
basketball generally. Turn on ESPN or even the networks these days and you're as likely to see 
women playing as men. USA Today devotes.nearly half its basketball coverage to the gals: : . 

Stephen F. Austin beat Mary Washington 65-62; Do I have to shout in on a mountaintop? I. 
don't care! I 

No one do.es. We are being force fed lady hoops. I have never in my life met anyone who 
actually liked watching women's basketball. I don't even know any women who like women's 
basketball. There's no such thing (I hope) of an office pool for the women's NCAA 
tournament. 

And while I'm venting on the subject, here's another travesty: in playground games and rec' . . 

leagues these days, women now feel free to play with the men - uninvited in almost every 
case. Look, I acknowledge that some of the girls these days are half decent. They can shoot the.. 
rock. But that's not the point. When I play basketball, I push, I hack, I elbow, I bite, and I 
swear like a sailor. It can get pretty competitive and, well, vulgar. I think I speak for almost all 

. I : 

. 

. .  

. .  
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men when I respectfully tell the ladies that we don't want you. anywhere around during these 
precious moments of male bqnding. r~,.!lg F 

. 
. .  

. .  
I .  

There's no joy in dunking over a girl. Nevq mind that I can't dunk (except on the eight-foot . 

baskets). If I could, I wouldn't celebrate &xiking ,over someone. 
staring her down and roaring: "In your face, sucka! ! " And' the 
break. Look, I'm 42 years. old, if I try to get out on the break, 

But I digress. Back to the NCAAs. Here's the rule change I 

. . . ' .  ' 

I 

. .  
women announcers, no women beer .venders, no women anything. There is, of .course, an ' . ' 

' exception to this rule. Women are.permihed to participate, if and only if, they look like Bonnie . 
' 

Bernstein. The fact that. Bonnie knows nothing about basketball is entirely irrelevant. 

2. Bonnie Bernstein should wear a ti'alter top. This is a no-brainer, CBS. What in the'world 
are you waiting for? To quote the immortal Wayne of Wuyne's World, !If Bonnie were 
president of the United States, she',d be Babe-raharh Lincoln. 

. 

: . .  

. I .  

v3 
C3 
P 4  

' .  ' .  . . 

. 
I 

W l  ! 
3. No more home cooking. The tournament was changeddis year to allow teams to play 
closer to home. I love this excuse: cut down on travel expenses. Oh yes, the tournament only 
makes $2 billion a year for the NCAAs and the schools and they cap? afford to charter a plane 
to Boise, Idaho? If sites can't fill the seats without home teams, hold the games somewhere 
where fans will come. 

This year, four teams got outrageous advantages: Illinois (playing i n  Chicago), Maryland 
(playing in D.C. - I think the Twerps took the Metro to the game), Texas (playing in Dallas), 
and Pittsburgh (playing in Pittsburgh). Big surprise: They all won and advanced. If the idea o f  
the NCAAs is to pick a national champ, .how is giving teams a home-court advantage fair? (I 
usually hate that word, by the way.) 

Here's the rule change: No team may play in its home state or within 20 miles of its campus. 
How hard is that. By the way: I suspect that if each of these four schools had been playing on 
:,neutral courts, they all might have been bitten by the upset bug. 

4. Adopt the NBA rule that you can't take a charge standing under the basket. Duke 
would have lost to Notre Dame had it not been for an absurd charging call in the last minute of 
a tied game. 

5. Split screens for twice as much action and switch away from blowouts more quickly. 
Are the CBS sports execs morons? Maryland is up by 25 points over Wisconsin with three 
minutes to go and Southern Illinois is up by 2 against Georgia with three minutes to go in a 
tense nail biter. But CBS sticks with the Maryland blowout and we have to listen to Billy 
Packer say inane things like: "Wisconsin's going to have to throw up some 3s if they hope to 
get back into this game.'' Yeah, throw up 3s until 2 in the morning. 

6 .  Get neutral refs for the Duke games. I laughed when people complained about the bias of 
the Eastern European judges during the Olympic skating. The Ukrainians and Russians 
couldn't hold a candle to the NCAA refs during a Duke game. Excuse me, you inadvertently 
touched Jason Williams - brushed against his uniform. That's a foul. To beat Duke you better 
bring you're A g w 5 .  You have to outplay eight high-school all-Americans and three 
prejudiced refs. 

- 
1 I 

I 

I 
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I 
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7. More probing interviews by Bonnie'Bernstein. Did I say this already? I welcome readers' 
ideas about further reforms, in this sacred institution. I. . .. 

- Stephen Moore is president of the Club for Growth. 
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Liberating the Internet 
Picking telecom sides. , .  

' I  

\ .  , 

I 

1 

Page  1 o f2  

he big vote on telecom deregulation ih the U.S. House ("Tauzin-Dingell") happens today T or tomorrow. 

In this heavyweight prizefight among huge corporate interests, there are no angels on either 
side. It's easy to hate your local phone-company monopoly every time you get your phone bill. 
And AT&T has a dreadful record of supporting free-market deregulatory policies in telecom 
and in economic policy generally. (AT&T has consistently had the most left-wing corporate 
foundation giving of any major Fortune 500 company.) This is like the Iran-Iraq war. It's hard 
to root for either side. 

0 
I% 

But this is a hugely important economic issue - and has enormous'potential gains for the 
U.S. economy if we can just get broadband policy right. No industry needs more intelligent 
help than the embattled telecommunications sector, where profits and investment spending 
have vaporized. 

Psll 

So who is right in this fight, AT&T or the baby bells? 

The bells are and here's why. If approved, the Tauzin-Dingell bill has the potential over the 
next decade to bring high-speed web service to nearly every U.S. home. 

I 

. . ' .  

Broadband service is the lightning-quick Internet technology that will bring to Americans the 
!next generation of web services. This technology could possibly transformdhe web from a 
device for exchanging e-mail and checking stocks into a tool that will link all businesses in an 
e-commerce web, allow users to quickly download video or music on demand, and give rise to 
products and applications we only dream of today. 

Economist Robert Crandall of the Brookings Institution, and a top deregulation scholar, 
calculates that if we can accelerate broadband deployment, the value to the U.S. economy 
could reach $500 billion a year. 

1 

That's more than the entire economies of most nations. . 

Very few actions that Congress could take - short of scrapping the income tax for a 
consumption tax or privatizing Social Security - could deliver those sized benefits to workers 
and consumers. 

Today, eight of ten homes and businesses still use clunky dial-up technology to access the 
web. Broadband technology is more than a decade old and still it's a rarity in most areas. This 
makes no sense: It's as if we're still playing phonographs or using rotary phones. A hallmark of 
the U.S. era of high-tech innovation has been to spread the technological breakthroughs to the 
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great middle class in short order.. But after a decade, few Americans &e hooked up to . . ! .::. 
. . .' 

.. . ----, - . 
. .  . .  

1 . . ' ? '  . . _  , . .. ! .  
broadband service. 

I-. - . .  . .. . . .  
, .- . 

Why the' still-lingering digital- divide between the information haves and have-nots? Because 
outdated government regulation is stifling the private-sector investment needed to build.the.. .' 

network. 

Technology analyst George Gilder argues tha!,$day's regulation "privatizes the risk &d : . .  

socializes the benefit.'' Here's how it works: WhBn a phone company risksits own money to 
wire homes and businesses to broadband, the federal government forces it to open its network 
to competitors at money-losing, government-set rates. This prevents the original .investors 
from capturing the full value of its risk-taking expenditures. , . 

A predictable result .was the. collapse in telecom investment over the past 18 months. In 200 1, ' 
telecom investment contracted by $75 billion, a 15% decline, according to NR's own Larry . 

Kudlow.,That's one of the biggest reasons why the telecom industry shed over 3.1.7,OOOjobs . 
last year - the largest job loss for any industry ever recorded in a single year.' ' .,, . 

.. . . . I '  

I . .. . .  
. .  .. .. 

' .  I ,_. . . . .  
. .  w:Il. 

.. . 
. .  . 

. .  : . 
- .. . . . .  

By some estimates, ii will cost telecom companies some $200 billion of added broadband 
investment to lay down the cables to bring this technology into most homes and businesses. 
How can this investment be accelerated? One answer is for Congress to allow businesses to 
write off their mega-investments the year they're made. But it mustalso create a fair-minded 
regulatory structure that allows those firms that make the investments to reap financial 
rewards, This means eliminating free-riding competitor access without fair payment. . 

What's the alternative to Tauzin-Dingell? 'Sen. Daschle wants tk credits,' business subsidies, 
and a concoction of other corporate welfare giveaways. That's a recipe for destroying the 
industry;not for reviving it. 

, .  

r 

The Left talks a lot about closing the digital divide between the information haves and have- 
, nots. This week Congress has an opportunity to do just that. . .  

- Stephen Moore is president of the Club for Growth. 
. .  
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Tom Dash-Left ._ 
' No growth. 

I 

Author.AEhlye. :. . 
.................................................. Send to a Friend . - - : 

P_rint.Ver_siorr , ', 

I I .  ' 

his week Sen. Joseph Loserman (er Li'eberman) lashed out at my organization the Club for 
Growth for running what he described as "gutter ads" against Tom Daschle. He was 
referring to TV ads the Club has been running in South Dakota for the past month which 

T 
y4bm 

(3 
rather innocently point out that Mr. Dakhle is the one man in Washington who is single- 
handedly blockading passage of an economic stimulus plan. 

4 I 

Don't get me wrong, I'm not averse to running "gutter ads,'' but our Daschle ads have the 
virtue of being absolutely factually correct. After four months of imprisoning the emergency- 

P f l  
t".% 
F-4 
qr 
TY 
CJ 
Pb. 
PhJ 

jobs/tax-cut bill in the Senate chamber, Daschle finally and officially decapitated the 
legislation last week. The Club for Growth ad makes the charge that Daschle has put ''petty 
politics ahead of jobs and economic security," and we challenge any reasonable minded 8 

person to refbte that claim. 

All of this means that thanks to Senator Daschle's dash to the left, there w o i t  be a pro-growth 
tax cut this year - despite the fact that 1 million Americans have lost their jobs in the past 12  
months. If the economy is going to recover from recession, it will have to do so without any 
help from Congress. 

From the start of the economic-stimulus debate right after the September 1 lth attacks, Daschle 
has refbsed to be coaxed from a hard-left stance on the economy. He said no to a capital-gains 
tax cut. No to income-tax-rate cuts. No, to the elimination of the unfair death tax. No to 
accelerating implementation of President Bush's tax cut passed last May. He blew up a 
compromise stimulus plan right before Christmas because that plan would have given health 
insurance to unemployed workers through a system giving workers health-care choices, rather 
than forcing them into a one-size-fits-all government command-and-control plan. Throughout 
this whole ugly process, Daschle has been dogmatically left wing and President Bush was 
wise not to negotiate with someone who refused to negotiate. 

Fortunately, South Dakotans are paying attention to Daschle's obstructionist behavior. Recent 
polls show that Daschle's support back home is eroding. A recent poll by the ABC News 
affiliate in Sioux Falls found that 59% of South Dakotans disapprove of the job Mr. Daschle is 
doing. That's lousy news for a man who harbors hopes of winning the Democratic nomination 
for president in 2002. The Dems aren't likely to nominate another A1 Gore: Le., a candidate 
who can't even carry his own state. (Though there is still lively debate about whether A1 Gore 
was ever a Tennessean.) 

'.: 1 
I 

We would like to think we've had something to do with that bubbling voter discontent in 
South Dakota, but mostly Daschle has only himself to blame. The past few months have 
brought one political miscue after another. Here's just one example: Daschle continues to rail 
against death-tax elimination ''for the super wealthy." But just a little over a year ago 80% o f  
South Dakota voters approved a ballot initiative to eliminate the state inheritance tax - for 

0 

. 

http://web.archive.org/web/2O02 1 002 100633/www.nationalreview.com/script/printpage.as. . . 5 / 1 712005 



~ , . ~ i a t i o n a l r e v i e w . ~ o m )  . . -  

. . .  
Nzt.ional Review Online (htt 

. .  
. . ;. 

. .  . _ .  
. .  

. .  _ .  . .  . .  
. .  . .  .. -, 

everyone. This is a.smal1 state. Daschle is damnednear the only South Dakotan who does: .:.' ,- 
a 

I . . .  
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. .. . .  
I suppoh 'retention of the death tax. . , , . ': . :. 

.- . 
7. 

For months now Daschle has been protesting against tax cuts ''for the rich,": which'he . .  .. . ::.. ..: .: 

lambastes as fiscally irresponsible and bad for the economy.. But Daschle'gets an'F in- . . _  ...:. . . 

economics. In the 1960s and 1980s income-tax-ratelcuts for all Americans caused dramatic 
and lost-lasting economic recoveries in America. John F. Kennedy sagely observed in 1963 .. 

that "an economy hampered with excessive taq$tes will nev& produce 'enough revenues:to. 
balance the budget and it will never produce enohgh jobs." JFK believed that a rising tide: . . 

would lifi all boats. So did. Reagan. In the 1980s: Reagan's 30 percent tax cut in the midst of. 
the mini-depression he inherited from Jimmy Carter'led to the creation of 17 million jobs over 
the next decade, helped conquer. inflation, and doubled federal. tax revenues.' : . . :' . 

' 

, - . . .  . . .  

Daschle says' he's worried about the budget deficit exploding. But to deal with federal -red. ink 

. _  

. .  

he'd rather put American families on a Slimfast diet than the federal government. Last year 
Congress allowed federal spending to soar by 11% - even though president Bush asked for 
just a 4% hike in outlays. Obviously, the war on terrorism will require flew security spending 
both here and abroad. But certainly domestic social spending could be curtailed. If overall 
federal outlays were held to the rate of population growth and inflation (a budget limitation 
formula many states must live by), the federal debt over the next decade would be some $500 
billion lower. Would that really be so hard to do, Tom? 

. I 

I '  
By tdrpedoing the stimulus bill, Daschle has left all national Democrats nakedly vulnerable to  I 

the charge that they refused to help rescue the economy when they had th.e chance. They 
refused to even temporarily call a time-out on their class-warfare crusade in order to get 
Americans back to work. Republicans can now very conveniently and plausibly make the case  
that if the nation enjoys an economic acceleration and a stock market surge anytime soon, it 
will be the Bush recovery. If the U.S. remains stuck in a rut of anemic or even negative GDP 
growth with a continuing decline in equity values, Americans will call it the "Daschle 
recession." 

And in large part, they will be right. 

I 

- Stephen Moore is president of the Club for Growth. 
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Train Wreck' : 
I 

I 

No way to run a railroad. I 

Page  1 o f2  
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t's official: .Amtrak, the monopoly provider of the nation's intercity rail passenger' service, i s  
' 1: rolling straight toward a financial train wreck,. The Amtrak Reform Council announced this ' . . 

week that unless major ,management changes are adopted and unless private-sector options 
are implemented, the train service wil1'have to cease operations'within the next year or 'two. ' ' . .  ' ' 

. . Amtrak's own management team acknowledges that without more congressional handouts, ' ' . . 

train service will have to be discontinued for the 16ng distance routes. I 

John Norquist, the Democratic mayor of Milwaukee and a commission member says that 
Amtrak has been lying about its financial situation for years. Another commission member, 
.Wendell Cox, a transportation consultant urges the privatization option. "Only the private 
option can prevent billions of dollars of future losses," Cox writes. I 

He is right. This is at lest the sixth time in the last 25 years that the railroad,has run critically 
short of funds. Under one plan in the Senate, Amtrak would receive some $50 billion in loans 
and grants over the next decade to head off insolvency. When does this madness end? 

Five years ago the Republicans in Congress commanded Amtrak management to wean itself 
off federal operating subsidies once and for all. The congressional plan required Amtrak to 
reach financial self-sufficiency by 2002. Amtrak is in worse financial shape today than it was 
.when the new legislative plan was enacted back in 1997. Amtrak makes Enron seem like a 
well-run firm by comparison. 
4 ' 
Amtrak was formed in 1970 when the Nixon administration agreed to federalize passenger 
trains in the wake of the Perm Central ("PC") bankruptcy. The subsidies were to be temporary. 
But nothing in Washington is ever temporary (except for tax cuts). So some $50 billion (in 
today's dollars) has been burned by ' h t r a k  locomotives already and the subsidies are getting 
fatter every year. 

It cost taxpayers nearly $100 for every Amtrak rider. On some routes the subsidies can reach 
$300 a passenger. It would be cheaper for taxpayers to get these folks roundtrip tickets on 
Southwest Airlines. 

Amtrak has invested billions of dollars in high-speed riil along the Northeast corridor. ;That's: 
been a colossal waste of money. The high-speed trains are only running at about 50% 

I '  
' .  

capacity. Some of these ''super expresses'' have carried as few as 40 passengers - one 4 .  
busload - in a 304 seat, 12,000 horsepower, 8-employee train. a 

Despite all the money losses and broken promises of "financial solvency right around the 
corner," Congress is likely to ignore the council's recommendations and instead approve a 
"more ofthe same" option for ~mtrak .  ~ m t r a k ' s  management will interpret this copout as a 
sign that Congress was never really serious about requiring the railroad to shed hopelessly ' .. 
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' unprofitable routes, to find ways to 'replace tax subsidies with ticket revenues, to tighten'its'':: . . .  .:: . ' I .. 

. positions. 
I belt for cost-cutting, purposes, and to slash layers .upon layers of redundant managerial. . I-----. -: ,I -, , . . .  
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Only private .ownership will force these cost-cutting reforms. 'Congress must understand that it 1 
is precisely the 'existing federal monopoly-management shcture  of Amtrak , that5 ruining ' ' 

. .  . . .  ,!. 1 .  

rail-passenger service in America. b1:tt. . .  . . . . . . . .  . .  :.. - . . 
. . . . . .  

. .  ' . .  . . . .  . : . . .  ..I' t .  
. . . . . . .  . .  O'V, , ' 

There is no law of economics that says that .htbak has to lose money. It has been'hntrak's " . . . . . . .  

ready access to tax dollars that has impeded finhcial progress and service improvements . . . . . . . . . . . . .  
. . .  

Privatization would not mean the end of rail-passenger service. Under one viable plan, 
proposed by the United Rail Passenger Association, the government would retain control of 
ownership and maintenance of the tracks and the rest of the physical infrastructure, just as the 
government builds and repairs the roads. But operational costs would be covered by private - 
for-profit railroad entities. Congress should immediately lift the monopoly protection of 
Amtrak, which prohibits private operators from running rail service on kovernment tracks. 
Amtrak says it needs,this blanket of legal protection to keep out competitors who might "skim 
the cream" and take away passengers on the most profitable routes. Since none of its routes 
make money, Amtrak has no cream to skim. Private operators could qemonstrate that rail 

Passynger service, if operated efficiently, can indeed make money. Amtrak is a $50 billion 
lesson in economics learned the hard way-and at the taxpayets' expense. Monopolies provide 
lousy service, with few consumer choices, and ever-rising costs. The new Amtrak report 
confirms this and warns Congress not to throw another $50 billion away. Only the 
privatization option can save the railroads. 

* 

-. Stephen Moore is president of the Club for Growth. 
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Who to blame. . 
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he national Democratic party wants to start a national debate over the'issue of who lost the .budget , , . 

surplus. The latest projections from the Office of Management and Budget foresee a deficit in each of 
the next 3 years. Democratic pollster Mark Perm told the washington Post that the budget deficit is 

I 

"Bush's mess . .  and he's going to have to fix it." 
a .  

But if there's any single culprit for the return to deficit spending it is Mark Penn's boss, Senate 
Majority Leader Tom Daschle. Daschle's pro-spending and anti-tax-Cut crusade over the past year  has 
contributed mightily to the twin deficits that now befuddle Washington: the budget deficit and the 
economic-growth deficit. 

Daschle-nomics is a version of the European welfare state creed of economic growth through 
.government growth. At Daschle's pit-bull insistence, this past fiscal year we have seen the most 
gigantic inflation-adjusted increase in government spending since the days when Jimmy Carter was 
president. President Bush requested a proltaxpayer budget at the start of the year. The White House 
suggested a 4 percent increase in discretionary-spending increases to roughly $660 billion. Instead 
the final tally is closer to $706 billion. It was Daschle and his Democratic-committee chairmen who 
took the lead role in larding the appropriation bills with fat slabs of bacon (though Republicans could 

epresentatives also participated in the spending spree. But in almost every instance it was Daschle 

I 

be heard howling in protest). Yes, it's certainly true that the Republican-controlled House of .- - 

and the Senate that shoveled on billions of dollars of extraneous spending. 

Thanks primarily to Daschle, this year's discretionary spending will not rise by the 4 percent that 
Bush sought, but 8 percent, according to the latest analysis by Congressional Quarterly. (I have . 
excluded the 3 percent spending hike that was a result of 9/11 emergency spending.) This additional 
federal spending cost taxpayers about $25 billion in 2001 and will cost another $30 billion in 2002. 

Even that avalanche of funding was insufficient for the South Dakota majority leader. The Daschle 
economic-stimulus proposal would have forced taxpayers to play Santa Claus to every conceivable 
interest group in Washington. There was $9 billion for Amtrak, millions for Indian reservations, and. 
hundreds of millions' for Montana Bison ranchers, California cranberry growers, and other aggrieved 
farmers. TheSenate Democratic bill would have added another $40 to $50 billion on to the bloated 

else the budget deficit in 2001 and 2002 would have been tens of billions of dollars larger. ' 

' .  1 
I .  

, ' ' 

e 

appropriations bills the Senate had already passed. Wisely, Bush squashed the deal with Daschle, or 1 .  
' 

Daschle's most insidious impact has not so much been to accelerate government growth as to derail 
economic growth policies that could get Americans back to work, return companies to profitability, 
and raise federal revenues to return to balanced budgets. Daschle lead the Democratic opposition to . . .  
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the Bush tax-relief plan back in May and though he didn't succeed in preventing .a tax-cut plan :from. ' , 

passing, he did help neuter the bill by delaying most .of the rate cuts into 2005. and beyond.-Now'he _.  

'wants that tax plan repealed even before any of the growth-stimulus measures have been permitted to 
take hold. He savagely attacked a plan by GOP Senators Wayne Allard and Judd,.Gregg to cut the . . . 

. 

capital-gains tax. He opposed the death-tax-repeal plan and was instrumental in making sure that the 
inheritance tax will be reinstated in 201 1. He slams 6usiness tax relief as "corporate give-aways'' in 
one breath and in the next, he sanctimoniouSly d5cries savage Corporate layoffs. One moment Mr. 
Daschle is on the Senate floor pleading for the rnq,st expensive farm bill in U.S. history, the next he 
screams that George W. Bush is squandering the budget surplus. He is endowed with a Clintonesque 

, talent for refusing to allow the observable truth r&n a good story. I 

It gets worse. There was no economic-stimulus bill in the last days of 2001 because Daschle rejected 
any tax-reduction measure that would have actually created jobs and wealth. There was no energy . 
plan to allow the U.S. to drill in Alaska and to become more energy self-sufficient because Daschle 
refused to bring the president's plan up for a vote. Of course, the biggest beneficiaries of Daschle's 
gridlocking maneuvers are the oil ministers of the Middle East. We might as well be writing checks 
directly to the agents of terrorism. .. . 

I I 

Mr. Daschle either doesn't understand or doesn't much care that it is precisely the curse of slow I '  
economic growth that is the single largest factor behind the disappearing surplus. At least $100 
billion of the squandered surplus from 200 1 was a result of the economy downshifting from 3.5 
perceqt growth to 1 percent growth. Without a return to the high growth path of the late 199Os, there 
will be no return to surpluses - at least not anytime in our lifetimes. 

Daschle iways speaks soothingly in TV interviews of the need for bipartisanship in Washington. But , 
his actions belie a ferociously partisan agenda that is single-mindedly meant to destroy George W. I 

Bush. If the cost of bringing down the president is to torpedo the U.S. economy and to keep workers 
unemployed, that is a' price the nation's leading Democrat is evidently willing to pay. 

There is, alas, some truth in the Democratic charge that Republican policies have caused the surplus 
to vanish into thin air. But tax cuts are not the explanation for budget deterioration. Congressional 
Republicans have been converted into minor league big spenders over the past several years, with 
each passing year since the Gingrich revolution began bringing about more obese domestic-spending 
budgets and more failing fiscal grades on the National Taxpayer Union budget report card. 

I 

r 

But Washington's unrivaled big-league spender these days is Mr. Daschle. George .W. Bush's ' I 

guardian of the federal Treasury, Mitch Daniels has v o u n c e d  that ''we are unlikely to return to a 
balanced budget before fiscal 2005." The truth is that weme unlikely to rebalance the budget until 
the day Tom Daschle leaves the Senate and Washington for good. 

I 

. .  

. .  . .  

. .  
' 1  

. . .  
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The GOP-Daschle Debacle 
The bipartisan stimulus deal must be stopped. 
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w h a t  is it with Republicans that every time they get in a closed-door smoke-filled room 
negotiation with Democrats, they always emerge haying lost their shirts; 

This year’s “economic stimulus summit” unfortunately fits the pattern of every “bipartisan deal” the 
GOP has negotiated with congressional Democrats since Reagan was in the White House and was 
promised “$3 of spending cuts for every $1 of new taxes” as part of the infamous TEFRA fight of 
1982. Carrying on the tradition, George Bush Sr. held a bipartisan summit in 1990 with George 
Mitchell and Senate Democrats at Andrews Air Force Base, and signed away his no-newhaxes 
pledge and his presidency. 

I 

The Republican party should pass a resolution at its next convention outlawing “bipartisan summits.” 

Until then, the bipartisan deal between George W. Bush and Senator Daschle must be stopped before 
it does real damage to the economy and the Republican party. Bush is this close to agreeing to a $100 
billion deal that is long on social-welfare spending and woefblly weak on supply-side tax-cut 
stimulus. 

I 

Out of the deal now taking shape, the Democrats get $30 billion for unemployment insurance and 
&pay er-subsidized health insurance, more money for “infrastructure” spending for white elephant 
projects like Amtrak, and hnding for an inane tax-rebate scheme for people who don’t pay income 
taxes. All of these things will hurt the economy and add to the unemployment lines. 

The Republicans get . . . well, nothing really: No reduction in the income-tax rates, except for an . 
insultingly trivial chopping of the 27% rate.all the way down to 25% rate. (The Democrats even  

. .  

. ’ .  

I 

. .  

1 

. I  

fought that cut.) The highest and most economically punitive tax rates remain cemented in place - at 
Tom Daschle’s insistence. And there’s no reduction in the capital gains tax. Sorry, that was left on the 
cutting board table. 

What about the unfair corporate alternative tax? Has that ,been terminated once and for all? Nope. 
That will live on. Was the death tax repealed? Dream on. Daschle vetoed every pro-growth idea, and 
the GOP capitulated at every turn. 

This deal looks like the houses in Whoville after the Grinch has stolen Christmas. Daschle even 
greedily stashed away the crumbs on the floor. It makes you want to go up to the White House 
negotiators and smack them .and ask, “What in the world were you thinking?’’ 

. 

1 

i .  

Here’s my simple advice to the president: Walk away. Save yourself from this insanity while you still 

‘ I  I 
I 
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can. There's no shame in stepping back from the table when your adversary isn't negoliating-,in good .. . 

faith; There's still time to start over and get it right'; 

If we must have.a bipartisan plan, fine. Here's how to do it. The package'is $1 00. billion: Daschle gets' 
$50 billion. Republicans get $50 billion. Under this deal, the Dems are free to do. whatever they want 
with their $50 billion. They can build a 500-foot monument to Karl Marx and'put in the town square . 

in Sioux Falls, South Dakota. They can pur&ase,,postage stamps. They can buy pardons for . ' 

convicted felons. They can, make reparation payhents to eighth-generation descendants' of the. slaves. ' 

They can spend the money on new Amtrak trains,,!iaced in silver and gold. They can stuff the dollars, , 
. -I 

Daschle has already proposed. 

But . . . the Republicans get to do whatever they want with their half. With $50 billion,.they could : 
actually do some real good for the economy. I would start by cutting the capital-gains tax"in half,, if 

capital-gains cut doubled revenues.) Then I. would cut all the personal income-tax rates immediately. 
This would leave enough money left over to buy, out Paul O'Neill's contractas Treasury Secretary. ' .  , 

These measures would do enough good to counteract the negative impact of what the Democrats . 

would do with their half, and still provide a real shot of adrenaline into'the economy in 2002. 

- ' q  
.. . 

' , _  . I  

. .. .. ' _ . .  

' 

. .  ,. . . 

' 

I in suit cases and ship it off to big town mayors. Nothing can .be nuttier than the stimulus, bill that 
. . . .  

.. . 
. .. 

. . .  . .  
' I  . .  . . 

. .  

. . 

only because this is a freebie - it doesn't cost'any money and may even raise funds. (The last . .  

. . , 
4 I 

. .  . .  I . ? .  ' 

.' . ' . 

If the Democrats reject this olive branch, then I'm with ArthurlLaffer and the folks at the National . 

Taxpayers Union. The current "stimulus" plan is a lot'worse than doing nothing at all. 
I 

. .  
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y o u  know computers have gone too far in running the world when theykn't  even pick the right 
teams to play in the college-football national championship game. 

I am referring, of course, to the miscarriage of justice that occurred over the weekend when the 
NCAA's computer programmers somehow selected Nebraska for the right to play undefeated Miami 
in the Rose Bowl. Even my diehard Husker friends from Nebraska are a bit embarrassed by this 
result. Did the brainy computer programmers who are responsible for this outrage even bother t o  
watch the Cornhuskers get their clocks cleaned by Colorado a mere two weeks ago? This was a game 
that was competitive for roughly six minutes. After 14 minutes mighty Nebraska, who the computers 
say is the second best team in the nation, was behind 35-3 before eventually losing by 26 points- 

I have to confess that as one who loathes the BCS system (see my earlier column " The Bloom Is Off 
the Rose") and wants a 16-team playoff system modeled after the highly successful Division I11 
format, I was praying for LSU to beat Tenhessee. I knew that if the Vols lost and the Cornhuskers 
were chosen for the Rose Bowl this would incite a near riot on the West Coast. And it has, as it 
should have. The Oregon athletic department has called the BCS "a cancer" on college football. It is. 
ESPN last night said that the BCS is now in a meltdown. It should have melted down long ago. 

BkS sympathizers moan that this was an especially tough year to pick the top two teams. Hogwash. 
Picking the top two teams should have been a piece of cake. Miami was undefeated and 
unquestionably #1. Oregon was 10- 1 and won the PAC 10, which was arguably the toughest 
conference this year. Every other team that had a claim on the championship game lost their last 
game: 'Nebraska, Oklahoma, Texas, Florida, and Tennessee. This leaves Oregon as the last team . 
standing. (By the way, I've never even been to Oregon, so I don't have an ax to grind. But I did go to 
Illinois and even the Illini have a much stronger case than does Nebraska for the Rose Bowl, b u t  not 
nearly as strong a case as Oregon.) 

How can Nebraska possibly make a claim to being the best team in the nation when they're not even  
the best team in their conference? An even bigger joke is that Colorado is ranked ahead of Oregon 
and Illinois in the BCS. Excuse me, Colorado lost twice! But then the BCS computer guys say: 
"Well, yes, Colorado lost twice, but they're hot now.'' That's true, but if being "hot" is a criterion, 
how in the world is Nebraska even in the top five? 

I'm not done yet with my tirade. To add insult to injury, the BCS system failed to pit the Pac 10  
winner (Oregon) against the Big 10 winner Illinois, which would have been a marvelous substitute 
Rose Bowl. So the g k d  tradition is dead. Look at the bowl match-ups. They're as appetizing as day 
old oatmeal. 
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. I've always believed that there's an' anti-Big Ten and anti-Pac Ten biases in the rankings: I first . . . . . . . . .  . -  

national championship because several writers ranked Michigan third in the polls.i . " .; . . . . .  ._ ...... . ,  :. . . . . .  

' ' 

I sus.pected this back in the early 1990s when Perm State went undefeated, won the .Rose B O G ~ ~  aqd'. 
ended ranked second in the polls, even though that was perhaps the best college-football team in 20 
years. Then a few years later Michigan went undefeated and won the Rose .Bowl ,:and had to .share a 

The bottom line is this. The BCS is a travest7:"Tbe Pac 10 has been threatening for'years'to leave. the 
BCS because its teams are always getting the shaQ. Now there is no ,doubt. The Pac .10 and .Big 10 
should go back. to playing its champions in the Rq,$e Bowl every year in college football's.greatest 

, _  , 

' 

I.. , .  

. 

' "-' -. I event and the BCS can use its garbage-in-garbage-out computer ,model to crown'a make-believe 
national champion. 
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P I  of course, is the best-selling CD in a decade. - ! 
pdl  
rf% 
r -4  

A b o u t  six months ago I bought my kids (eight and ten yeks old) the new Beatles CD "1" - which, 

The kids were somewhat puzzled and disappointed by the gift and asked who the Beatles were- I said . 

they were the hottest band back when I was growing up. They asked if the Beatles were bigger and 
better than the Backstreet Boys, and I said absolutely not, but you listen to the CD and tell me what 

qr 
cr 
E3 you think. Big mistake. 

tw 

* 
I 

I 

h 

They are now both unremitting Fab Four fanatics. I come home and they've got the CD player revved 
up to full-volume blasting "I Wanna Hold Your Hand," "Can't Buy Me Love," ""Hey Jude," or some 
other Fab Four hit. They're favorite is "Yellow Submarine," which if I hear one more time, I will 
smash that CD player into 1,000 pieces. But the great joy of kids is they allow you to relive your  
youth and I come home and I hear that music and I think , damn, I had forgotten how good a song 
"Day Tripper" is. 

' 

Justin was asked to write a poem in his fourth-grade class.and'he had writers block so he 
. plagiaristically wrote: 1 

4 ' 
Dear Sir or Madam will you read my book, it took me years to write, will you take a I 

. look.. . . 

I 

. .  

. . '  

I 

* 

I 

- .  
. .  

He got busted. Justin didn't understand that EVERYONE, including his teacher knows the words to 
"Paperback Writer." But it was impressive that he could recite every word to the song. 

Justin and Will represent the third generation of kids who think that the Beatles music is the best 
thing they've ever heard. For the Beatles to be the number-one band in America today, is the 
equivalent of the kids in the 1960s listening to the music of the 1920s on their record players. M y  
prediction is that my great great great grandchildren will be listening to the Sgt. Pepper's Lonely 
Hearts Club Band and that in 2050 the best-selling album will be Abbey Road. 

- - . - - - - - - - . - - --  - -  - ---- _ -  -____ --- - - - - - - _-_ - _. 
I 

I .  

It's cliche to say that Lennon and McCartney wrote the soundtrack of the '60s. The truth is that 
they've written the soundtrack for every subsequent decade. They were quite simply history's greatest 
entertainers. Any arguments? 

This morning it was RainfLl to tell the kids at breakfast that George Harrison was dead. Will was 
adorable, he said, "But dad, I thought Paul was the one who was dead." And Justin thought about  it 
and said: "Now I guess there can never be a reunion." That made me incredibly sad. I remember 
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.. - 
when I was in college and heard the news that JohnlLennon (my favorite Beatle) was dead'and . .  I feli , ' 

the, world had been raped. I wore .black for a. week.'. :. 

Conservatives should forever' appreciate George Harrison for a lot of reasons. Not jhe.'least of these is ' , .. 

. .  . 
. .  . . P  . .  - .. 

' , .  

.. . , 
. . '  

. .  - .. 
1 .  

. .  
,' _. ' .. . , that he' wrote our anti-tax anthem "Taxman." It goes like this:. , . - .  ;. 

1 .  . .  i:. . . . .  
. .. . - 

. .  
. .  ' 

I . . .  . _  
. .  

Let me tell you how it will be, here's &fie fqr you 19 for me. . .  . 
If  5% appears'too small, be thankful I do&,fa.ke it all. 

I 
. .  . .  

' .  

. .  Cause I'm the taxman, and you're working fbr no one, but me. , ,  . .  

. .  

That was written when Britain had a 95% top tax rate (thus "one for you,, 19 for me). George was one 

George's Toncert for Bangladesh" in Madison'Square Garden - a terrific. soundtrack, by.'the w a y  ' 
- was really the first rock charity concert and raised several million dollars for the starving people in 
that heart-breaking war-torn country. His song My Sweet Lord, for which he was unfairly sued for 

John and George are dead. ,They're in rock'n'roll heaven.' And .you know ,they've got a helluva band. 

. .  . .  

. . I  - ... , . 
of the first supply siders. . . .  

. .  

plagiarizing the tune of the Chiffon's "He's So Fine," is one of the great religious rock songs ever; 
I I 

I 

. !I 

I '  

I 

I 

I 

r 

I 

. I  

. .  

e 

' ,  :: I - 1  

, . .  . 

. .  

I 

http ://web. archive. org/web/2 002 02 0 1 2 0 1 403 /www. national review. com/balance/balancepri.. . 5 / 1 7/2.00 5 



. .  
I 

Stephen Moore on NRO Fin 

. .  . . .  

I 

I 

5 

. .  * .  , \ .  The Bloom is Off the Rose 
The case for a college-football playoff system. 

Stephen Moore is president. of the Club for Growth. 
November 28, ZOO 1 1025 a.m. . . . 

. 

Page 1 o f2  

8 I .  

hanks to a shocking and wonderful Ohio State upset of Michigan on Saturday, my beloved 
fighting Illini have won the Big Ten championship q d  will play in the Rose Bowl for the first t i m e  
since 1984. Or check that. Thanks to' an insane Bowl Championship Series format - which is m e a n t  
to match the two best teams in the country against each other, but never succeeds in doing so - this 
year's Rose Bowl will not pit- the Big Ten and Pac 10 champions against each other, for the first t ime 
in a gazillion years. And thus one of college football's grandest traditions has been tossed into the 
dustbin of history. * I 

I 

The Illini's prize for winning the Big Ten is to play in Phoenix, in the Fiesta Bowl, against God 
knows who. All this so that college fo,otball can crown a mythical national champion. 

I 

Is nothing sacred anymore? The granddaddy of them all has lost its luster. 

For 30 years now, the Rose Bowl has been for h e  the only bowl that ever mattered.' Was there e v e r  a 
better way to  start a new year than to park in front of the TV at 4.:00 p.m. on January 1 and w a t c h  the 
Rose Bowl in the setting sun of Pasadena - with, of course, the added bonus of listening to the voice 
of college football, the incomparable Keith Jackson? Life doesn't getmuch better than that. ,And now 
it's just gone. 

4 ' I 

The BCS bowl format is the worst of all worlds. It has greatly diminished the grandeur of the co l lege  
bowls by establishing only one that really matters. And it does a lousy job of actually choosing a 
legitimate champion. Why should Florida, with one loss, go to the Rose Bowl over Illinois or T e x a s  
or Nehraska (also with just one loss)? Better still, why should the Gators go ahead of BYU - which 
hasn't lost any games? 

So, either go back to the old bowl format, and play all the major bowls on January 1, when G o d ,  not 
CBS meant them to be play,ed. 

' .  I ' Or.. . really go for the gold - and the billion-dollar .TV contract - and let's crown a real national 
champion. What's needed for big-time college football is what 'Division I1 and Division I11 h a v e  used 
successfully for years: a playoff system. I'd create a 16-team playoff. Teams would be seeded on the 

Every major conference champion would be assured a spot in the playoffs. The semifinals cou ld  be 
played in the Orange and Sugar Bowls. The championship would be in the Rose Bowl.' 

' .  
' 

, 
' . 

basis of their rankings, so that the #1 -ranked team would play #16, #2 would play #15, and'so on. ' 1 

a 

Imagine the incredibie first- and second-round match-ups this year, and think how hard it wou ld  be to 
fill out your tournament grid. 

http://web.archive.org/web/20O20 127 1 80308/www.nationalreview.com/balance/balancepri.. . 5 / 1 712005 . 
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Miami-Michigan winner plays 
' Illinois-Maryland winner 

.*w.bjl P 

- Texas-South Carolina winner plays ' ' ~ i . ~ ~ ~  -: ' 
Nebraska-Stanford winner 

, Tennessee-Washington' State winner plays 
' Oregon-Colorado winner 

Florida-Fresno .State winner plays 
' BYU-Oklahoma winner , 

. .  \- 

Page 2 of 2 

Done right, this would be potentially bigger, and make more money, than the NCAA basketball 
.tournament, .which is a veritable pot. of gold. It would prevent schools like BYU.- with an 
undefeated record - from getting shafted by the BCS, and not having a shot at the national . 

championship. It would create intriguing match-ups and unbelievable upsets. It would lead to a better 
overall college season, because teams wouldn't be terrified of losing a single game and being out  of 
the BCS game. Miami would stop scheduling games against Northern Illinois and Troy State. 

' '. 

I 

. . 

.It would practically put the booooring NFL out of business, and woul'd make the Super Bore second 
fiddle in the world of football. ,It would bring Las Vegas out of its recession. 

The NCAA has completely messed up the bowl season. Most of the lesser bowls are now at risk of ' , 

going bankrupt, with dwindling viewership and empty stands. Something radical needs to be d o n e .  
Let's hope that greed takes over, and the NCAA and'the TV networks come to their senses and adopt 

. .  
. a 16-team, winner-take-all playoff system,starting next year. , . 

As Keith Jackson would say: WHOA NELLY! ! ! 

I 

4 ' a 

I '  

. ._ 

. . ' .  

I 

. .  

* 

. .  

I 
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Airport Insecurity 
A complete cave. 

' !  . I. 

I 

Stephen Moore is president of the Club for Growth. 
November 16,200 1 I : 15 p.m. . I 
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. .  

. .  

H e r e  is how John Shadegg of Arizona, one of the rising conservative stars in the House, describes' 
the airport-security bill "compromise": "A complete cave. We gave the Democrats everything. I'm 
furious. I' 

So am I. The airport-security bill is a complete capitulation to the Left's position on'federalizing 
airport personnel. And ihe GOP's negotiating from the fetal position hardly inspires'codidence as it 
starts duking it out with Daschle and Gephardt on issues like the fiscal stimulus. 

, I  

I 
Just how bad was this deal? Probably the most honest assessment was made by Peter DeFazio, the 
ultra-leb-wing representative from Oregon. DeFazio refused even' to play the role of the modest , 
winner: "This was no compromise," he exalted. "We promised we would never compromise on 
safety. This was the Democrat bill." A h ,  he is right. 

' 

' I  

. . .  

But DeFazio is dead wrong on one issue: This is not a bill that puts safety first. In fact;it could 
undermine airport safety, by turning the entire security infrastructure over to federal bureaucrats. As 
NR has reported many times throughout the last few weeks, the best scholarly work on airport 
security has been done by transportation expert Robert Poole of the Reason Foundation. Poole's 
research has found strong evidence that those countries with the best records on safety are the ones 
that use private contractors, not government workers, for inspections. 

This bill does not allow private screeners in airports for the next five years. In reality, that probably 
means they are banned forever. Once these employees become federal, unionized AFSCME workers, 
we will never be able to contract out this work to private security agencies. , I  

The bill does require that screeners speak English, and that they be U.S. citizens - which is a vast 
improvement over the current system. Under the current procedures, the screeners are scarier looking 
than the passengers they're strip-searching. Last week, an Arab screener was shaking down a blue- 
haired, 75-year-old woman. What's wrong with this picture? 

http://web .archive.org/web/20011230070556/www.nationalreview.com/balance/balancepri... 5 /  1 712005 
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. .  B I \ .  A Different Kind o.f Dem 
Democrats for smaller government. 

Stephen Moore is president of the Club for Growth. Jeff Bell, a fonner Senate candidate in New Jersey, is a political . 
analyst for the Club. . .  

' November 7,2001 1225 p.m. 

Democratic victories in the New J,ersey and Virginia gubernatorial elections on Tuesday are, 

',...i 

. .  

predictably, being characterized as proof that the era of big government is back. Political pundits are 
also suggesting that the tax-cutting message of the GOP, which was pay dirt for Republicans in the 
199Os, is no longer appealing to the median 21 st-century voter. Only people who paid zero attention 
to what was said in these two races could make that claim. 

' 

. 
I 

I 

Surely the defeats of Bret Schundler in New Jersey and Mark Earley of Virginia are blows to 
conservatives. Both ran as strong anti-tax candidates. Both attacked the victorious Democrats (Mark 
Warner in Virginia and Jim McGreevey in New Jersey) for their secret plans to raise taxes: And both 
lost. But not because New Jersey and Virginia voters opted for a return to Democratic tax-and-spend 
policies. 

Just the opposite. One of the most remarkable features of these two races was that Warner and 
McGreevey both veered as far to the right on fiscal issues as Democrats are permitted to without 
entirely alienating the left-wing base of their party. They ran successful campaigns as Bill Clinton 
new Democrat fiscal conservatives eschewing the era of big governhent. They both pledged in their 
qebates that they would not raise taxes to balance the state budget. In fact, as any Northern Virginian 
knows full well, Warner spent millions of dollars on omnipresent TV ads to tell voters exactly that. 
Warner described himself as a pro-George W. Bush "fiscal conservative" and touted his "plan for 
action" indicating how budget deficits could be avoided without raising taxes. He pledged allegiance 
to thepr-tax elimination, which had been a polar star for Republican Jim Gilmore back in 1997. 
Warner sounded, in short, like a 1990s taxaphobic Republican. 

McGreevey's 1 lth-hour conversion to the no-new-taxes camp was even more dramatic. At the start of 
the campaign McGreevey refused to pledge not to raise taxes, trotting out the traditional Democratic 
mantra that such a promise- would be fiscally irresponsible. But as Schundler showed signs of 
resurrecting his dormant campaign and gaining ground on McGreevey, the Democrat's message 
became intensely anti-tax. In the last debate, McGreevey was again asked if he would raise taxes. 
Point blank, he responded that there was no need to raise taxes and that through streamlining ' 

government and agency consolidation, expenditure cutbacks could keep the budget out of red ink. 
McGreevey even criticized the New Jersey Republicans (with much accuracy) for fiscal 
mismanagement and overspending and excessive reliance on debt during the Christie Whitman years. 
At the Cat0 Institute, one of us (Moore) had been attacking Whitman and the New Jersey legislature 
for exactly this fiscal profligacy. 

What was most excruciating for New Jersey liberals was when McGreevey was asked about his vote 
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in 199.1. for the giant Jim Florio tax hike. For years this vote was a badge of honor for. leftists, who 
still'maintain that Florio did the.right thing. New Jersey voters sure don't. So McGreevey pulled a 

voted for that tax hike." You could just see James C,arville, the political architect..of that soak the rich . 

Now, we've both been around politics long'enough 'to be deeply skeptical of the Warner and 

another Doug Wilder, the Old Dominion's most .fiscally tightfisted governor in 20 years,'despite 
being a Democrat. But fiscally stressful times are ahead for the states, and new taxes are going to be . -. 
mighty tempting option for these Democrats. But in both states, any such tax flip-flop will prove 

. _  

stunning'mea culpa, saying that if he knew then what'he knows now, "no, I clearly wouldn't have 

tax hike, cringing in embarrassment. 

McGreevey oaths not to raise taxes. Our hope ?&*at Warner keeps his promises and turns out to be 

: I  

I 

. .  . .  
I 

' .  : 

. .  ., . .  

mighty costly politically. Our advice to McGreevey and Warner: Don't go there. 1 . .  

If Warner or McGreevey doubt the political penalty they might face for flip-flopping on taxes, they 
might put in a call to former New Jersey Gov. James Florio. Twelve'years ago, Florio won a record 
Democratic landslide against GOP Congressman Jim Courter by, among other things, ruling out an 
increase in state taxes. By January 1990, Florio's first month in office, he had "discovered" a fiscal 
shortfall that necessitated one of the steepest, most punishing tax increases in the history of New 
Jersey or any other state. And, of course, the rest is history: Christine Todd Whitman rode the 
income-tax-cutting agenda to a stunning victory,' presaging the landslide for Republicans in 1994. 

, I 
One &her factor played a big role in both these GOP defeats:.pa.rty disunity. In New Jersey, Bret 
Schundler is still waiting for an endorsement from Gov. Donald DiFrancesco, the liberal acting ' 
Republican governor who was forced out of thisrace in the spring because of financial scandals. 
Christie Whitman's endorsement was tepid at best. She played into McGreevey's hand by remarking 
that Schundler had some positions "outside the mainstream" of New Jersey. To all too many liberal 
Republicans, particularly in the northeast, the "big tent'' of party unity is a concept apparently .meant 
to be binding on conservative primary losers, but not on liberal primary losers like DiFrancesco. 

. 

I 

' 

There's no sugarcoating it: November 7th was a bad day for Republicans. Democrats are sure to tax a 
page out of the McGreevey and Warner playbooks and run carbon-copy campaigns as they attempt to 
take the House in the critical 2002 midterm elections. This is all the more reason that congressional 
Republicans cement themselves to a strong pro-tax-cut position so that Democrats can't move to the 
right of them on fiscal issues this year and next. 

The New Jersey and Virginia elections were a vindication, not a repudiation, of the power of fiscal- 
conservative values in America. When Democrats have to run as anti-tax advocates of fiscal restraint 
to win office, and when they have to distance ihemselves from the party's tax and spend liberal roots, 
the battle for pro-growth economic policies is being won. 

, I  

I 

I 
I 
I. 
I 
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Green-Light Halloween 
Don't let Bin Laden steal this treat. 

By Stephen Moore, president of the Club for Growth, and Phil Kerpen, a research,assistant at the Club . 

October 3 1,200 1 8 3  mi. 

1'1' I 

T h e  scariest Halloween I ever experienced was four years ago when my then six- and seven-year- 
old sons decided that they were going to dress up ds the Menendez brothers. That just seemed kind of 
demented. For the rest of that year my wife and I slept with our bedroom door securely locked. If 
their point was to spook us, they succeeded in spades. 

Some of my fondest memories of youth were of Halloweens in Winnetka, Illinois. Back in those 
days, Winnetka allowed trick-or-treating on October 3 1 st, but the next town over Kennilworth, 
celebrated Halloween on the 3Oth, Halloween eve. So we used to go out trick-or-treating two nights 
in a row and we were quite systematic about it. We would start right smack at 6:30 until well after 
1O:OO. A lot of times the parents would be irate because they'd already gone to bed by the time we 
arrived at their house. Look, we'd say, just give us the candy and no one gets hurt. We used to spend 
several weeks constructing a detailed map that would send us on the route maximizing the number of 
houses we could hit in the allotted time. (Even, at that young age I was an efficiency expert - born to 
be an economist I guess.) 

, 
- - --- 

We used to stash our loot in those huge six-foot-high trash bags, and by the end of the night the thing. 
weighed something like 30 pounds.-By about November 6th all I would have to do was. glance in the 
4irection of a Three Musketeers bar and I would get sick to my stomach. 

Trick-or-treating in Kennilworth was a real trip: The average per capita income in Kennilworth is 
1 

. . '  

' !  

* 

._ . . 

bigger than the entire GDP of Afghanistan. And these people gave away awesome treats for .,: I 
Halloween. One house I remember usedto give away silver dollars, and that was back in the late 
1960s before Nixon, Ford, and Carter devalued the currency and the dollar was really worth ' 
something. We used to change into different costumes and keep coming back for more. This was our 
way of soaking the rich. Back then I was a big class-warfare zealot. 

. . 

There was one palace in Kennilworth owned by W. Clement Stone, where even the carriage house 
was a mansion. Every year Mr. Stone would give away lavish gifts. One year when the stock market 
had done particularly well, he gave people cars. No not Matchbox cars, real cars. After leaving the 
Stone residence, you would walk down the street and ask your buddies: Whud you get? And one 
person would say, I got a BMW. And someone else would say. I got a Jaguar. And.then I would say, 

I 
t 

i dang, I only got a Chevy. That was a terrible Halloween. 
b 

In those days the question of who you would go trick-or-treating with was a big status issue. 
Sometimes nobody would invite unpopular kids to go trick-or-treating at all and those unfortunate 
souls had to be escorted by their parents, which was really embarrassing if you were over the age of 
four. This is probably one of the great differences between growing up today and growing up 30 
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, years ago. Nowadays, parents are omnipresent - they escort their kids everywhere.. They sei up play .- . . .  

dates for their fifth grade kids. Everything is organized by parents and run by 'parents and.. .,,we& if . 

you ask me,'ruined by parents. I truly believe that all these idiot'soccer leagues are. much more for the. 
. .  . . . .  ' _ .  . , 

I 
. . :. 

. .  . .  _. . . . . . . .  . .  .. . 
insufferable modern-day parents than the kids. 

I used to go whole summers without seeing,my parents - except for when they fed me. I dbn't think 
there was ever a time after about the second gra$& that my pardnts 'worried about .where I was. (I was 
a bit of a problem child, so I think they half hoped I had been kidnapped whenever I didn't'show . .  up . 

. . .  , m a  
I for dinner *on time.) . .  I 

Oh sorry, yes, about Halloween. There was a brief and forgettable time in the late '70s and early '80s 
when Halloween became an adult holiday. People started throwing lavish costume parties, but the 
part for kids was phased out. Trick-or-treating was confined to the daylight hours, which was about 
as much fun as having the senior prom on a Tuesday night. Parents became terrified that their kids 
were going to eat a Mars bar laced with cyanide or containing razor blades. The good folks at 
STATS. the research orgnization that pummels media myths, have found that this was one of the 
great hoaxes of all time. There never were razor blades in Halloween candy. 

Now Halloween is a big deal again for kids. And thank God. -1 have a sister-in-law, a real Bible 
thumping' southern Baptist, who doesn't allow her kids to participate in Halloween. Why? Because 
"it's a a an holiday." Well, thanks to the ACLU, aren't they all now. 

George W. Bush has asked us to get back to the normalcy of our lives as the best way to defeat the 
evil intent of the terrorists. That means, yes, Virginia, there should be a Halloween this year. And any 
insecure parent out there who won't let their kids out on this wohderful evening of fun and mischief, 
BEWARE. I know where you live, and I'm coming to egg your house. 

I 1 I t  
P g  I '  

' 

r 

' I !  

. .  . .  

* 
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. Some kiiid of stimulus. 
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By Stephen Moore, president of the Club for Growth, and Phil Kerpen,' a research assistant at the Club 
October 30; 200 Z ,8:00 a.m. 

I 

. . .  ,'.I 

Pr iva te  charities have received between $700 million and $1 'billion in. response to the terrorists . 

attacks of September 11. This is a staggering number and demonstrates the great compassion of the 
American people. In fact, the generosity has been so boundless that many charities are having 
difficulty deploying the funds. They have more money than they know what to do with. This is 

: 

because most charities don't spend money frivolously. . .  

Not so, Uncle Sam. The federal government has already allocated $50 billion,'roughly sigty t imes  the 
amount of money that private relief charities have received. And yet lawmakers have no trouble 
finding places to spend the dough. They continue to clamor for at least $100 ,billion more. 

Mitch Daniels, the White House budget director, was dead on target when he recently commented: 
"With a little imagination, any straight-faced advocate can recast his pet program somewhere under 
the inviting headings of war, recession, or disaster recovery." And the feeding frenzy is not just for 
the $50 billion that has already been approved. There's a parade of elephants and donkeys lined up all 
the way down Pennsylvania Ave. waiting to get into the Capitol. They have their paws out and their 
palms up seeking dollars for pet projects that have nothing to do with the war. How else do we 

Billion for peanut farmers? 

How can $2.5 billion for health insurance for unemployed workers be an economic stimulus? This 
will only insure that we have more unemployed workers. And something tells us that this new 
entitlement for unemployed workers won't be Yemporary . It Name any entitlement program that has 
been? 

Ron Utt, the insightful budget analyst for the Heritage Foundation, notes that this is the biggest 
request for federal dollars we have seen in Washington in at least a decade. Utt documents in a new 
study that "lobbyists are using the tragedy of September 1 lth to raid American taxpayers." E v e n  
travel agents and Las Vegas casinos want federal handouts. 

explain a $70 billion request for Amtrak funding the rolling tax-dollar-burning machine, or $3.5 - -  

I 

1 
I 

Democrats on Capitol Hill say they want half of any fiscal-stimulus plan to go to Keynesian federal 
spending programs. Fine. They've already got their half. The $50 billion already approved is all - 
every shiny penny of it - for federal spending. This is why the entire stimulus bill must be dedicated 
to tax cuts to ensure that half of all the post-September 11 response is for tax cuts. 

Perhaps the worst example of opportunism to promote big government is the agriculture bill, and 
Republicans and Democrats are both guilty. The bill was renamed the "Farm Security Act," and the 
farm lobby and farm congressmen pushed hard for it based on arguments about the security of the 

I 
I 

I 

I 
I 

I 
I 

0 

I 

! 
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U.S. food supply. These arguments are ridiculous; the United States is the world's largest food 
exporter. The bill not only extends subsidies that'are scheduled to end in September 2002, it 
massively expands farm subsidies, including a brand new $3.5 billion support for peanuts. The total 
price tag for the bill is over $170 billion in the next ten years. Senator Lugar of Indiana, who is 
fighting a lonely but pro-taxpayer battle against the giveaways in the farm bill, notes that the 
agriculture budget would go up faster than the defense budget, if this expensive legislation were  

5 

Cn' I ,  

approved. #I' t 
4' , i: I 

During the tax fight in the House, Democrats pilloried Republicans for passing tax cuts to "exploit 
the economic and national crisis." But the people who are truly draping their self-interest agenda 
around the flag are the spending parasites. More government spending cannot possibly stimulate 
economic growth. If it could, Japan, which has the fastest rate of growth of spending and deficits of 
any country in the world over the past decade, would be celebrating unprecedented prosperity, not 
her 1 1 th year of depression. 

Nobel Prize winner Milton Friedman is perhaps most famous for reminding. us that "there ain't no 

Heaven. The government spending is either financed through higher tdes ,  higher federal borrowin , 
such thing as a free lunch." The money to pay for the government spending doesn't fall out of 

or by printing money. But all of these financing mechanisms depress the economy at least as m u c h  as 
the new spending stimulates it. Government taxes reduce consumer and business investment and 
spending. Government borrowing increases interest rates (or so we are told by Robert Rubin). 
Printing dollars causes inflation and therefore makes every dollar that we all hold in our pockets 
worth less in purchasing power. In other words, all these financing techniques make private citizens 
poorer, so how can the government spending make us richer? 

The Republicans, of course, are guilty of running up the budget themselves. But what-are we to make ' 
of the truly loony ideas that reign as economic "thinking" on the part of the Democrats? The 
Democratic ltstimulustt plan would spend another $40 billion this year on domestic programs and 
finance that funding by raising taxes on the rich by increasing income-tax rates. In other words, this 
plan takes money from wealth producers and redistributes the money to nonwealth producers and the 
idea is that this scheme is supposed to create wealth and prosperity. It reduces incentives to work and 
therefore is supposed to create jobs. It makes the return on capital spending lower and therefore is 
expected to increase capital spending. Neither of us have a PhD in economics, so we confess that the 
sophisticated logic here eludes us. But if someone out there does get it, we want to be educated. 

If in the name of bipartisanship, the White House allows Tom Daschle and Dick Gephardt to pass a 
stimulus bill that grows the government but not the private sector, then our nation would be much 
better off with no stimulus bill at all. If this turns out to be the case, pro-growth Republicans must 
vote no. I 

If freedom, trade, lower tax rates, and private charity cannot repair the damage caused by the attacks 
- nothing else will. 

. 

I 

1 b '  

I 
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The Economic Imperative 
Bush and the Republicans cnnitot let this drop. 
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By Stephen Moore, president of the Club for Growth, from the November 5,200 1 ,  issue of National Review 
October 25,2001 8:OO 8.111. 

. . 

I 

1 .. 
he post-September 1 1 spirit of bipartisanship was suddenly shattered during a House’ Ways and 

Means Committee meeting, when Republicans suggested a capital-gains tax cut as an emergency 
economic stimulus. Charlie Rangel’of New York, the ranking Democrat on the committee, embarked 
on a fist-pounding tirade denouncing the Republicans for exploiting the tragedy of terrorism to 
advance their “right-wing tax-cutting agenda.’’ A few day dater, John Spratt, the ranking Democrat 
on the House Budget Committee, lambasted the capital-gains discussion as “unconscionable” in a 
time of national crisis. Senate majority leader Tom Daschle piled on; advising-the White House not to 
cave in to the “extreme voices” advocating a “divisive approach’’ to the stimulus bill. Translation: 
Even in a plunging economy, congressional Democrats will never abandon their quasi-religious 
opposition to capital-gains cuts. I 

Unfortunately, to preserve the veneer of bipartisanship, the White House has succumbed to  these 
tirades. President Bush’s economic advisers have always - inexplicably - been unenthusiastic 
about capital-gains cuts anyway, SO the passionate opposition by liberal Democrats has convinced the 
Bush political team that it’s now doubly wise to shelve the idea. In a meeting with investment icon 
Charles Schwab, Treasury secretary Paul O’Neill rebuffed Schwab’s plea for a capital-gains cut, 
calling it a “deal-breaker.” But it’s only a deal-breaker because the Bush economic team, 
representing a president with an 85 percent approval rating, rehses to endorse the idea. 
4 ‘ 

O’Neill’s quick surrender has only emboldened the left-leaning Democratic leadership. They are now 
insisting that any speed-up of income-tax-rate cuts should apply only to the lower brackets, not to the 
highest and most punitive rates. 

So the White House, which has handled the military and coalition-building aspects of the current 
crisis with such mastery and professionalism, is fkmbling the economic-stimulus plan. Republicans 
are inching closer to agreeing to a stimulus plan with tens of billions of dollars in new government 
expenditures (which will depress the economy instead of resuscitating it), more tax rebates (which 
are close to being economically worthless), and targeted tax-rate cuts (which avoid cutting the rates 
that matter most). 

I 

b 

One problem is that the White House apparently gets its economic advice from all the wrong places. 
Bush has announced that he is “listening to the voices of leading economists’’ in constructing a 
stimulus package. This is dreadful news, because the vast majority of modem business and academic 
economists have a wrong-headed view of how the world works. The supply-side model that Ronald 
Reagan and Margaret Thatcher employed to change the world in the 1980s is still in disrepute with 
most traditional Keynesians, who found themselves cast aside in the low-inflation, low-tax prosperity 
of the 1980s and ’90s. 
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Most “leading economists” opposed Reaganomics.. As a consequence, it is now.Clintonite-Robert . ’ - :  i 
Rhbin and Fed chairman Alan Greenspan, not Reagan, supply-sjders, who are crafting the. president’ s 
stimulus plan. Thkadministration is clearly in search of its economic orthodoxy., and it’s being. 
tugged in multiple directions. Bush has described his administration’s economic philosophy. as “both . ’ 

supply-side and Keynesian”; of late, the emphasis seems to be on the Keynesiahism, as with the’ 
administration’s absurd claim that the $40 billion emergency spending enacted ‘the.:week affer 
September, 1 1 would provi.de a quick “stimulus,.~~ the economy.” (This contention’prompted Con- . . , , 

copy of a famous chapter from Henry Hazlitt’s ctassic Economics in’One Lesiom-The chapter,. ’ . .  

entitled “Broken Windows,” reminds us that breaking windows so as ‘to create jobs,repairing them is ’ -i 

’ : 

gressman Paul Ryan of Wisconsin - one of the h i n g  stars of the house GOP - to send around a 

not an intelligent way to build prosperity.) 

. .  

I 

I 

. .  _ I  ._ ’ 

. .  

. . .  . .  

- .. , . . .  
. .  

Of course, the demand-side Keynesian model preaches that economic growth is driven by consumer 
and government purchases, and I am told that the Fortune 500 CEOs who have visited the White1 
House since September 11 are almost universally obsessed with this idea. They have begged the 
president to get customers into their stores. The problem with this idea is that it has already been 
tried, and failed. J a p y  - with the fastest-growing government spending and debt of any nation in 
the industrialized world - has been trying it for eleven years-now, and continues to sink deeper int 
the economic mire. In early October, the despairing Japanese finally cut their capital-gains tax. 

b I 

The alternative, supply-side worldview holds that prosperity is achieved by driving down the cost of 
capitai through.sound money, low tax rates, a non-intrusive gdvemment sector, and free trade. 
Today’s Supply-siders generally believe that the economy is being dragged down not by insufficient 
consumer demand but by a virtual disappearance’of investment capital over the past year or so. 

And, to fix this, capital-gains tax cuts are crucial. They would raise asset values instantaneously, by 
reducing the tax penalty on all new and existing capital investment. They would reverse stock losses 
and stimulate new investment - which is what the economy needs most. Fo’mer Reagan economist 
Gary Robbins, now of the Institute for Policy Innovation, has found in a new study that dollar for 
dollar, there is no tax cut that is more stimulative to the economy than a capital-gains cut: -You get 
$10 of economic stimulus for every $1 revenue loss. (By contrast, the Democrats’ payroll-tax rebate 
is worth less than 50 cents for every dollar of cost.) 

Here again, the president is receiving bad advice. The Bush team has apparently been frightened by 
the argument that a capital-gains cut would lead to a quick sell-off of stocks, as investors rush’to cash 
in on past gains; this-would further-depress the stock market.-Historically, however, the stock market 
has risen, not fallen, after a capital-gains cut. After the most recent capital-gains cut in 1997, the Dow 
went from 7,000 to a peak of 11,000. Here’s why: A share of stock is valued at the expected future 
earnings of the company - after all taxes are accounted for. When the capital-gains tax is lowered, 
the after-tax value of the earnings of every company in America rises. The only possible way that the 
stock would fall in value is if investors were willing to sell stock that is now worth more, for a lower 

I 

price. 

There’s also a way to guarantee that a capitabgains cut won’t depress the market: Cut the rate from 
20 percent to 10 percent on all gains earned after September 11 , 2001, but not on gains’earned before 
then. This would mean that no investors would have an’extra incentive to.sell stocks, because they 
would still have to pay the old rate, but new investors would have a strong incentive to buy stocks 
because the tax in later years would be cut in half. The value of stocks’ under this plan would have to 
rise. (House Whip Tom DeLay has already proposed this sensible compromise.) 
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This debate, alas, is not primarily abo$u&cpnomics, but about diplomacy with the Democrats. The. 
Bush policy team's preference on almost all.domestic issues now is to advance issuesthat are .: 
perceived as less partisan. This makes some sense: Bush has risen above politics and party in. recent', . 
weeks, to the level of a statesman truskdby almost all American The problem is that when this 
principle is extended to economics it means that we get a steady o ush of bad PO 'cies: lavish , 

giveaway packages to the airline industry, extended unemploymen f ,'benefits, the fe . eralization of 
15,000 airline.workers, another $5 billion in Department of Edu'cation spending, 
farm bill in American history, and so on. 

'Worst of all, bipartisanship has given'Tom Daschle and Dick Gephardt a de facto veto over 
economic-policy decision making. There are two problems with that: First, Gephardt and Daschle are 
clueless as to how to stimulate the economy. Second, even if they weren" t economically illiterate, : ,  . 

they might not support an'economic-revival plan that would ensure that Republicans'retain the House' . 

and recapture the Senate 'in 2002. As Rep. Pat Toomey, the Pennsylvania Republican, notes: "Our .. 
GOP leaders need to understand that a slumping ekonomy is not necessarily contrary to Dick 
Gep hardt ' s political interest . " 

" 

I 

, 
, ,  \ I * .  ' 

7 

'most expensive ' ' 

' 

,. I 
. 

, * 

So in the'name of bipartisan cooper ation, George W. Bush.may commit a grave political and . .  
' economic sin: signing a bipartisan stimulus package that doesn't stimulate. And if that happens, even . ,  

Just ask the president's dad. 

. 
' 'a great military victory may not be enough to maintain these stratospheric approval ratings for, long. 

I. . .  
I .  

I . '  I 

I 
I 

I 
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Mr. Moore is president of the Club for Growth 
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o n e  of the most puzzling repercussions of the September 1 1 th attacks has been the polling data that 
shows that Americans' trust for government has surged. When the public is asked whether they "trust 
the government to do the right thing most of the time," more than half of voters now say they do. 
This is up from less than 1/3rd in recent years past. Liberal newspaper commentator David Broder 
has celebrated this increased trust in government as a sign of civic cohesiveness. * 

One of America's most annoying commentators these days, Paul Krugman of the New York Times, 
wrote earlier this week that the need for big government is more apparent now than ever. You see, he 
says, h e  need policemen and firemen and federal bureaucrats to tun the security at the airports. we 
ridicules ,the notion of conservatives who would privatize public services just because they "are 
motivated by a hatred of government:" He even blames the hijackings on private security guards at 
the airports. 

I I 1 

I 

Now, it is certainly encouraging that we Americans have experienced a surge of patriotism as a result 
of these murderous attacks against our nation. To some extent these polls showing a rise in trust in 
government are simply capturing the "rally around the flag" phenomenon that is healthy and common 
during times of national disaster. 

But to feel patriotic about our country does not mean that we should rush to embrace big government 
or the bureaucrats who run it, as Krugman suggests. In fact, just the opposite. The successfbl acts of . 

terrorism of September 1 1 th were quite possibly the greatest failure of our government in the last 50 
years. After all, we spend $2 trillion a year on our government - the most expensive government in 
the history of the world - and the one thing this massively expensive federal enterprise is supposed' 
to do is protect us from foreign enemies. It is'not being unpatriotic to say that our government failed 
us big time. 

I 

So herein lies the paradox: Why would Americans feel more trust for our government now than we 
did before September 1 lth. Rationally, we should feel much, much less trust in our government. And 
what is much more troubling is that so many people in Washington are now arguing that the lesson of 
September 1 lth is that we need even more government than the $2,000,000,000,000 one we already 
have. We here talk of national ID cards and federalizing 15,000 airport workers, and huge new 
expenditures on white elephant government infrastructure programs like Amtrak. How in the world 
does what happened on September 1 1 th argue for even more money for a railroad that costs 
taxpayers nearly $75 every time someone climbs aboard? 

The lesson of September 11,2001 is not that we need bigger government. It is that we need much 
smarter government. Sen. Phil Gramm of Texas, who will soon be terribly missed, has said it best 

http://web.archive.org/web/2OO 1 1 1 17 163 800/www.nationalreview.com/balance/balancep ri... 5/17/2005 
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when he' noted that "a government that \ds,g 10 do everything can't do anything very well." Precisely. 
We should stop subsidizing day care and sheep herding, and high-tech companies, and expensive. . 

drugs for 85-year-old geriatric patients, and mass-transit projects to nowhere, and Lawrence Welk , I 

governments, . , 

museums, and shark research, and an utterly worthless education d 
every comer of.the globe, and foreign-aid payments to corrupt and 
and tens of thousands o.f troops in Europe protecting we don't 

, and start investing massively in counterterrorism activities that will keep us 

and freedom fighters in' 

I I .  ' 

If the federal government can't protect our national security, it is the height of folly to empower it to 
do much of anything else. . 

. .  

+., 
. .  

! 
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In praise of tl!e world's greatest airport. 

Mr. Moore ispresident of the Club for Growth 
October 4, 2001 9:15 a.m. 
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I 'm not usually one who gets sentimental about buildings or monuments, but the Reagan National 
Airport is a great American icon. It is very good news for the country that this spectacular and stately 
airport reopens today. Suddenly the skies seem a lot friendlier with Reagan National back in 
business. 1 

My first trip ever into what was then just "National" airport was probably not much different than for 
so many other Americans. It was during our Saints Faith, Hope, and Charity eighth-grade fieldtrip to 
Washington back in 1973. And what I will never forget about that trip (other than getting nearly sent 
home By Monsignor Flanigan on the first night for smuggling beer and cigarettes into our Marriott 
Hotel room) was gazing out of the window as we descended into National on a crystal-clear May' 
evening in 1973. "There is the Washington Monument!" we all blurted in unison, like a bunch of 
well-giddy school children. "I see the Capitol," hollered someone in the seat behind me. The photos 
in the civics textbooks just don't do justice to any of these resolute symbols of fieedom. 

Over the past 20 years that I have now lived and worked in Washington I would venture to guess that 
I have flown into National perhaps 250 times. I'll be damned if I don't still get the same goose bumps 
staring out the window at those magnificent and muscular marble monuments that I did some 25 
years ago. It's just the best way to capture the grandeur of our capital city unless you have the money 
to rent a hot-air balloon and float down Pennsylvania Ave. 

Now I have to confess that I also love National for purely selfish reasons. Has there ever been a more 
convenient airport to any city in the world? I mean really? Before September 1 lth, I could leave my 
office at 18th and K and be aboard a shuttle to New York in 23 minutes - if - it wasn't rush hour. It 
practically takes 23 minutes to take those blasted shifile trains just to get to your gate at Dulles 
Airport. And from now on, alas, it will take 23 minutes just to get through the lengthy security lines 
and the metal detectors. At New York's LaGuardia it can take 23 minutes just to wait for a cab. 

The design of National airport is superb in every regard. Its glass and stone faqade with high curving 
ceilings are like those of a cathedral. It is spanking clean. It is comfortable. It seems - and what a 
novel idea - designed to maximize the satisfaction of its customers. One reason the airport is back 
in business is that members of Congress, who appropriate f h d s  to help pay the airport's bills, are 
heavy users - and they were no more thrilled about the prospect of flying out of Baltimore than I 

I I I '  -- - - 

I 

Was. 

Despite servicing hundreds of flights a day, National is easily the least congested and least 
claustrophobic airport on the east coast. This is no small point: There is plenty of parking in the 
nearby garage, meaning that you don't have to take a shuttle bus from some remote "satellite" lot 
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three miles away from the terminals. Eys;~ Peparture gate is easily accessible in about six or seven' 
minutes walking time. At DFW in Dallas or Chicago's O'Hare, you could run a marathon in the .: ' 

' . 

terminals and still not amive at your departure b gate. . ' .  
1111;,, .,I 

1 \ The security concern over National Airport's proximity to downtow Washington, e White House, 
the Capitol, and the Pentagon is admittedly no small problem. The I! ,efense Departm nt would have 
less than ten seconds to distinguish between a plane descending into the airport runw y and one 
crashing as a missile into the Pentagon. But this closeness to D.C. is also its great attraction. The 
new-style mega-airports sprouting up around the country seem to be built with the intention of 
milking out-of-towners with the maximum cab fare possible. The new Denver airport is an 
abomination in this regard. You drive 15 miles just to get close to civilization and another 15 to get 
into downtown Denver. By contrast, I feel almost sorry for the immigrant D.C. cabbies who wait in 
line for an hour or two for passengers atNationa1 and then often get rewarded with a puny $16 fare. 

I 

It makes great .sense that private jets will no longer be serviced in and out of National. The landing 
slots are so valuable, it was sheer idiocy to allow Cessna's to fly in and out with three or four fat-cat 
passengers, thus bumping out of the queue jumbo jets with,200 passengers. It's high time that our 
airports charged competitive market rates and peak-hour pricing .for landing slots. 

Kudos to George W. Bush for reopening National - albeit 'on a much slimmed-down flight 
schedule. Bush was right to proclaim that by opening up Reagan National for business again, we  say 
to the terrorists: You bastards failed. We're all systems go.' (Here I'm paraphrasing the president, of . 

course.) 

. ' .  " 

I 

1 

* .  ' 

. .  . .  
. !  

* 

. .  

A great city deserves - no, it needs - a great airport. It's the world's window to the city. (When you 
arrive at the dilapidated airport in Detroit ,you just somehow get the sense you're in a city that you 
don't want to stay too long in.) Reagan National is as much a monument to Washington, D.C. as is 
the Jefferson or Lincoln Memorial or the Kennedy Center. It should remain open for at least another 
1.00 years. 

-. . 
4 ' 

1' 

I 
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No need for ID cards. 
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Qne historical lesson of wartime is that government grabs new powers that it could never secure, ' 

during times of peace. War has been an engine of government growth and invasiveness because the 
state very rarely gives back the freedoms it has usurped during the time of crisis. In fact, in his 

of how government has nearly doubled in size after every major war. - 

famous and brilliant book Crisis and Leviathan, historian Robert Higgs provides dozens of 

The new war on terrorism is especially frightening in this regard. Obviously, in the wake of the 
heinous events of September 1 1 th, everyone wants the government to take extra prudent security 
measur'es to prevent the recurrence of these murderous acts. But almost every new security step that 
the government has taken in the last several weeks will do little to avoid terrorism, but will do a Ibt to 
place new'burdens on the rest of us. The examples are mounting up: ending curbside check in at 
airports, not allowing e-ticket holders to go straight to the airport gate, requiring motorists to wait in 
lines for hours to get into Manhattan, creating five and six houf waits at the border for truckers to 
bring their cargo into the country, shutting down Reagan National Airport (which will probably be 
opening by week's end). I 

One really bad idea that scares me is the rush to institute a national ID card. The idea is to require 
every American to carry a secure identification card that would include a photograph and some 
biometric identifier, such as a fingerprint. These kinds of internal passports were the hallmark of 
totalitarian nations and other police states. Almost every national ID card proposal would include a 
national computer database that would or could contain all sorts of information about you and me. 
Police, employers, school officials, etc. would phone into this database to verify our citizenship and 
records. I have suggested that the government use the easy to remember number: 1-800-BIG- 
BROTHER. 

I 

I 

With a small microchip on the card, the government could storehouse every conceivable piece of data 
about our private lives on the card: extensive health and education records, our job histories, ourpast 
residences, information about whether we own a gun and how many, perhaps income and IRS data, 
etc. It is also interesting that every time a big government liberal suggests some new expansive 
governmental power, it is often linked to setting up a national ID card. For example, gun-control 
fanatics have always lusted after the idea of a national registry of gun ownership in America - 
which would, of course, facilitate rounding up the guns if the government ever tried to disarm 
citizens. 

Conservatives should never forget that the last major politician who called for national identifier card 
was none other than Hillary Clinton when she wanted to nationalize the health-care system in 
America. If we already had a national'ID card to "fight terrorism," this would only make Hillary's 

. .  

. . . .  
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socialistic dream all the more achievablgk,b, 

We have seen time and again throughout history that when the government gathers information about, 
us, it often uses that data for illegal and"tmkonstitutiona1 purposes."fhe IRS just a 
admitted, for example, that the "confidential" IRS records of thousa ds of 
by snooping IRS agents. The government used supposedly confiden B 'al 
to track down Japanese Americans during the internment during World War 11. 

B *  

I confess here a strong libertarian bias. Call me a natural skeptic, but I refuse to believe that a n  ID 
card system would only be used by govemhent officials for legitimate purposes. The idea of a 
national id card system with another Janet Reno in the Justice Department is frankly very frightening. 
My belief is that the less the government knows about me the better. And I'm no terrorist; nor am I an 
illegal immigrant. 

Here's the clinching argument against the id-card scheme: It won't work. The objective of the ID card 
is to keep out terrorists and to reduce illegal immigration. But terrorists can come to the United States 
in any one of dozens of ways legally. They can come as tourists, students, legal immigrants, 
diplomats, and on and on. A national ID card scheme would have done nothing to deter the 
September 11 calamity. These terrorists were here in the country legally. For those foreigners who do 
enter illegally, falsified documents are available quickly and at a low'cost. Any design of a card  the 

,.ll 

, 

I 

government can come up with, counterfeiters can easily copy. You can obtain half decent forgeries of . 

system might double that price, which could potentially deter some .poor Mexican agriculture 
workers from trekking across the border illegally, but a $500 "fee" to obtain false paperwork would 
hardly be a deterrent against well financed militant terrorists who plan multi-billion dollar operations. 

We can defeat terrorism - by defunding the murderers and by systematically tracking their. 1 
operations.down. We don't have to forfeit hndamental fieedoms and civil liberties to the agents of 
government. After all, we love America because it is the freest'land in the world. It is our freedoms . '  

and our wealth that make the terrorist hate us so much, and that we have set out to protect. If we.do  
decide, one by one to voluntarily surrender our bundle of rights, I believe we will have allowed' the 
terrorists to achieve a great victory over the American way of life. 

t-4 drivers licenses and birth certificates for less than $200 at the border inCalifornia. A more secure , ' ' 
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N e w  York Senator Hillary Clinton announced Monday on the floor of the New York Stock . 
Exchange that if her money (from cattle-future trading no doubt) weren’t tied up in a blind trust, that 
she would be buying stock today. This may be the first time in her political career that Hillary has 
expressed any concern for helping the stock market, but it turns out her strategy of buying share to 
pro-up stock values is misguided. 

Many economic commentators have urged the sanie response from patriotic Americans this week. 
Buy stocks; invest in America. My friend Bruce Bartlett has recommended this strategy as a way to 
prevent a market free fall. Millions of Americans took this advice-and bought stocks Monday. Good 
for them. 

This may help boost confidence in the days ahead, and we all know that for long term investing, 

I I ‘  
I 

1 

I 

I 

. stocks always offer a terrific rate of return. 

But the stock market is as close as it gets in this world to a perfect market. No one individual, or even 
large group of individuals - even a mass effort in the millions - can long influence market prices 
or hold them above or below their value based on future earnings potential. (The big industrialists 
tried to prop up the stock market after the crash of 1929. It was a grand failure.) 

Take the situation of our airlines. No amount of buying stocks can alter the fimdamental fact that 
these companies have lost tremendous value in the last week (airline stocks were down almost 40% 
on Monday). Running an airline is not going to produce profits for a long time to come. Travel agents 
say that air reservations are down almost 50%. If the future profits of these airlines fall to zero, it 
doesn’t matter how much of the stock we all buy - the price will eventually fall to zero. Buying 
United Airlines stock won’t get people to fly the friendly skies. 

Here’s the good news. There is a step that Hillary Clinton could and should take with her 
congressional colleagues to boost stock values: Cut the capital-gains tax in half. Do it today. M a k e  it 
retroactive to 9/11/2001. If you cut the capital-gains tax you will instantly increase the underlying 
value of every share of stock of every American company. People like economist Paul Krugman say 
that this is ludicrous. That we need sacrifice now - not “tax cuts for the rich.” The USA Today poll 
today asked Americans if they would be willing to pay more taxes to finance a war on terrorism. 
Raising taxes now, on this fragile economy, would be about as logical as taking another plane and 
flying it into the Empire State Building. 

I 

Krugman and the media don’t get it. If we can keep stock values high and reinvigorate the economy, 
every American gains: our soldiers, our union workers, our 100 million share holders, and our 

httx,://web.arehive.orn/web/200 1 1 10603563 8/www.nationalreview.com/balance/balancex, ri... 5/17/2005 
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policies at a time of national emergency"i's a muscular military 
engine to finance that defense system. That is a valuable line of 

I .  

Ronald Reagan proved in the 1980s in winning the Cold War that the optimal constellation of ' , ' . , I . 
'. 

. .  
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. .  

villains who want to destroy our economic way of life. 

Finally, we ought to never forget the wise counsel of the great General Patton who said that the goal I ' . I .  

of war is not to die for one's country but to make the other bastard die for his country. The best type 
,of sacrifice is that required of our enemies, not of ourselves. 
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o n  Thursday President Bush was asked about whether he felt it was safe for people to fly again: He 
responded that he would have no reservations about putting his own family on a commercial plane.  

Whether Americans share that sense of confidence is another matter altogether. Americans will 

of America's national pastimes. Even many major American corporations have banned air travel fo 
at least the next week or two. 

, I  

undoubtedly be even m'ore terrified of boarding an airplane than normal I and fear. of flying is 

'' But flflng is a lot safer than most Americans think. Statistically speaking, commercial airplane 
crashes - whether caused by bad whether, pilot error, air-traffic mistakes, or even hijackers - b e  
extremely' rare. 

Even accounting for the four hijackings last week, it is still true that airplane travel is now the safest 
form of transportation ever devised. In 1998, for example, there were 14 million commercial airline 
flights carrying 6 15 million passengers. There were zero crashes and zero fatalities. In 1999 and 2000 
there were less than five in each year. According to the research organization STATS, "your odds of 
dying in a plane crash [based on recent experience from the 1990~1 and based on flying 100,000 
miles a year on large commercial jets, are about 1 in 500,000." STATS also finds that if you fly just 
2,000 miles a year, your odds of dying in a plane crash are roughly equivalent to your odds of be ing  
hit on the head by a plane falling on you. 

I 

I have talked to many people in recent days, including my wife, who say that they will fitom n o w  on 
drive or take the train, whenever they have those options, ratherthan fly. This is the height of 
irrationality. The death rate from flying on commercial airlines is at least four times lower per m i l e  
traveled than driving a car. Train crashes are f&more common than airplane crashes. In other words, 
if you are you are motivated by fear to drive to your out-of-town destination, your chances of d y i n g  
are much, much higher than if you fly. 

But more so than ever Americans will think that flying is dangerous because that horrible scene of 
the jet slamming into the World Trade Center is now indelibly sketched in our minds. There b u t  
through the grace of God could have gone you or me. Yet if we are going to be frightened of such 
random acts of terror - that have minute statistical probabilities of occurring - then are we also 
going to fear entering tall buildings (probably), going to a shopping mall, a football stadium, a bus, 
Disney World? Are we going to fear sending our kids to school? 

. To live in such terror is to.. .well, allow the terrorists to accomplish their objective: to defeat 
capitalism by bringing American commerce to a standstill. 

http://web.archive.ora/web/200 109 1 9033349/www.nationalreview.com/balance/balance~ri .... 511 712005 
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. .  Prior to this week, the odds of dying in a.qraorist incident were far less than the odds of dying from . .  

falling off a ladder at home or from riding a bicycle. The'rate of death from catastrophic events .. 

(accidents killing at least five people), had fallen about threefold over the past 50 years: You have a. 
microscopic 1 in 400,000 chance of dying'in'a catastrophic accident. This may not seem very 
reassuring given that we have just suffered the worst catastrophic e nt on America soil in at least . 

. drinking, and smoking to excess and you will do f q  more to extend your life span tha by avoiding 

. 

. 

I . .  

. .  
, ,  a * I .  ' 

100 years. But if you are worried about premature death,'the best eo Tr se of action is ,stop eating, 
' 

flying on an airplane; 

, In fact, it is precisely because acts of terroiism have been so rare in recent times that we were so 
caught off guard and had become so lax in security to allow these monsters to succeed in their 
dastardly deeds. The best way to avoid future acts of terrorism is through rational acts of prudent 

Whenever we radically.alter our lifestyle out of irraional fear (for example, by driving not flying), 
then we often engage in more dangerous behavior, not less. The journal Psychological Science 
recently found that one risk of early,death is fear itself. Thejournal found that "people who 

place at the wrong time." 

In other words, we must not allow terrorists to literally scare us to death. 
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security and precaution and, of course, 6y seeking retribution as a means of deterrence. . .  
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. catastrophize experiences suffer from poor decision making and are more likely to be in the wrong 
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L a s t  Wednesday House Speaker Dennis Hastert convened. a meeting 'of the congressional leadership. 
and three economists to discuss an economic stimulus package to reverse, the sinking stock market. 
The principals in the meeting included Hastert, Trent Lott, Tom Daschle, and Dick Gephardt. .The . 

economists Hastert invited were Fed Chairman Alan Greenspan, Clintod Treasury Secretary Robert  
Rubin, and Bush economist Larry Lindsey. 

The meeting couldn't have gone worse and is an indication of the lousy advice Republicans are 
gettinglon the economy. Incredibly, not a single one of the economists there supported the most 
urgent stimulus measure of all: a capital-gains tax cut: 

Greenspan told the congressional leaders that they should wait two or three more weeks until he has 
"better data" before Congress passes an economic-rescue plan. '(Apparently the near 1,000-point. 
decline in the Dow Jones isn't plain enough evidence that the economy is in a'world of hurt r igh t  
now.) r 

' ,I ' 
. 'i 

. 
I 

I I 

Robert Rubin then chimed in to spout traditional Keynesian.orthodoxy, arguing that any tax-cut plan 
should be 'ttemporary.'t That is to say that it should have no lasting positive effect on the economy. 
Rubin advised Congress to expand the earned-income tax credit to low-income people who don ' t  pay 
any income taxes, so they will go out and spend. 

Lindsey argued for a package .of business tax cuts, including a corporate income-tax rate cut, which 
will help the economy, but not nearly as much as or as rapidly as a capital-gains cut to 10%. I f ind  
myself totally mystified by this White House: The Bush team seems inflexibly opposed to capital- 
gains reductions even though almost every supply-side economist has continually advised them that 
th is  would help the stock market more than any other policy change on the table. We could h a v e  had 
a capital-gains tax cut four months ago as part of the original Bush tax plan if the White House had 
shown even.a scintilla of interest. We could have one right now if Bush would simply endorse it. So 
far, excruciating silence fiom 1600 Pennsylvania Ave. 

. 
. 

Finally, Gephardt and Daschle reportedly advocated "more infrastructure spending" to get the 
economy moving again. This 'idea is almost laughable. The federal appropriations have been growing 
by about 7 percent per year for the past three years. This year federal spending is likely to rise b y  at 
least $100 billion, not counting the extra $40 billion just recently approved for "emergency spending" 
for the military and the massive clean-up job that lies ahead.. As NRO's Lany Kudlow has s h o w ,  the 
only sector of the American economy that has been growing since the start of the year has b e e n  
government-state, local, and federal.. 

http://web.archive.org/web/200 1 1 1 0604 1708/www.nationalreview.com/balance/balancep ri... . 5 / 1 7/2005 
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Lindsey, to his credit, zinged the Demog.$tiF leaders by noting'that they are in effect endorsing the' 
Japan recovery plan for America. The Japaneve government has virtually paved over the entire island. 
with public-works spending, and this former economic superpower is now entering its 1 1 th year  of , 

t . 1..1,#, . #Q recession. 

The only two people in, this meeting that had the right idea on theaec ,nomy were Ha tert and Lott. 
They both want to cut the capital-gains tax to 10%. But they were isolated--surround ,by a sea of 
boneheaded thinking on the economy. 

The good news is that House Republican leaders Dick Armey and Tom Delay are unflinchingly 
committed to capital-gains reduction as a "must pass" item of any economic stimulus bill. 
Increasingly, they are confronted with the astonishing argument that a capital-gains tax cut will cause 
a wave of selling and thus depress the stock market. Henry Aaron of the Brookings Institute made 
this silly argument in the Washington Post the other day. And the White House has similar concerns. 
But every capital-gains tax cut in history has raised 'stock values, not lowered them. A capital-gains 
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tax cut increases the after tax value of stocks, so it is impossible for the stocks to fall in price. A 
capital-gains tax cut is desirable now precisely because it will raise stock values and reverse the 
catastrophic market slide over the last week. 

I am increasingly worried that Bush and Congress - in the name of bipartisan, unity - will enact a 
completely impotent economic stimulus plan. This is the greatest economic emergency our nat ion has 
faced since the stagflationary 1970s when we faced a gusher of double-digit inflation. This is not the 
time for half-measures or for tinkering. In just the past week Americd investors have lost a horrific 
$1 trillion in asset values. The entire budget surplus--or the $80 to $100 billion or so that is lef t  of it-- 
should be devoted to growth-stimulating tax cuts. If Democrats won't go along, let them have $40 
billion for new spending. That is a trivial price to pay in exchange for capital-gains tax cuts, 
expensing for big-ticket business capital purchases, and acceleration of tax-rate cuts in the original 
Bush plan. Why cut tax rates in 2005 and 2006? Do it now! 

Bush needs to lead on the economy - not follow a rudderless Congkss. He now has an 80% 
approval rating with voters. Like his father exactly 10 years ago, who had a 90% approval rating at 
one point, George W. can command almost whatever he wants out of Congress. Bush Sr. frittered 
away that political capital through indecisiveness and lack of action. 

Bush must immediately send an economic-rescue plan to Congress insisting on three items: Cut the 
capital-gains tax in half; give businesses real tax relief; and fast forward all the tax-rate cuts in his * 

original tax plan to an effective date of 9/11/0 1. 

It took just 48 hours for Congress to pass an emergency military appropriations to fight the war 
against terrorism. It shouldn't take more than 48 hours for an emergency plan to fight the war at home 
against recession. 

' 
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Earlier this week; Sen. Kent Conrad, the left-wing senator from North Dakota, ‘said that if the’ ’ 
surpluses continue to disappear, we may have to st& looking at “revenue options.” Well; there‘ they 
go again. “Revenue options” is one of those lovely Washington euphemisms I for “tax increase.’’ 1. ’ I 

I v 
v 
G3 
Pa. 

Question: What kind of an economic illiterate would call for a tax increase just as the economy is 
taking? This is about as sane as lighting a blowtorch in a munitions factory. And folks, this is the 
man that the Democrats have chosen to run the Senate Budget Committee. Even most left-wing 
econohists would denounce a tax hike as ludicrous given the precarious nature of the nation’s 
finances. 

Though not all. In the August 28th Washington Post, Bob Kutner provides another dose of 
boneheaded advice to deal with the shrinking surplus: First, repeal the Bush tax cut to regain the lost 
surplus, he says, then increase government spending as much as possible to pump up growth. This is 
a demented bit of logic we have here. Kutner says that giving people like you and me a tax cut so 
they can we spend it on what we want to is economically depressing, but letting Hillary Clinton and 
Robert C. Byrd spend those same dollars on government programs is a wise investment in the fbture 
and an economic stimulus to boot. Of course, if Kutner’s prescription were right, the economy would 
be soaring and the Dow Jones would be surging into the 20,000 territory. Federal spending this year 
is already sprinting along at a nearly 10 percent growth pace. 
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This rush by Democrats to raise taxes is the first good news that Republicans have had in weeks. As 
the economy slows, Democrats are so thirsting for more revenues that they’re now publicly endorsing 
tax hikes. Since, the Bush tax plan is now the law of the land, repealing it would require raising taxes 
on at least 75 million people. By all means, let them run in 2002 on that message populist message. 

The Democrats are also fiscal hypocrites when it comes to the tax issue. The Capitol Hill newspaper 
The Hill reported last week that the vast majority of the Democrats who opposed the Bush tax cut are 
intending to cash their rebate checks rather than send it back to the Treasury. One congressman was 
quoted as saying: “I have bills to pay.” I only wish he could feel my pain. 

The tax rebate, which has caused the surplus to shrink by $40 billion this year, was originally the 
Democrats’ own idea. In fact, when the White House sent out letters reminding voters that the tax- 
rebate checks were thanks to George W. Bush’s commitment to tax relief, Democrats howled to high 
heaven in protest, charging Bush with hogging all the credit. Tom Daschle originally wanted to 
widen the tax rebate to 35 million Americans who don’t even pay taxes. Now he and his colleagues 
are threatening to cancel the tax cut that they still say they wanted to go to more people. 

http://web.archive.org/web/2OO 1 1 1 17 163 8 13/www.nationalreview.com/balance/balancepri ... ’ 511 6/2005 
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The Democrats’ fuzzy tax logic goes hrther back than that. During the presidential campaign A1 * 

Gore and the Left’s spin machine conipl?G’ih;d that the Bush tax cut would “overheat” the economy. 
Then when it became clear earlier this year that the economy was on rocky ground, an army of left- , 
wing economists said the slowdown would be over before any tax relief could possibly arrive. There 
is always an excuse with these folks not to cut taxes. Then in the fii t months of 
Gephardt thrashed the White House for “talking down the economy ’ to build 
Now, with the economy and the stock market reeling worse than ever, 

l e  

i 
favor of an even larger tax cut rather than repealing the meager one we just got. 

Nothing would better aid Republicans in regaining their political balance than a clash over whether 
taxes should be raised or lowered. Now that the Democrats have staked out their position, 
Republicans need to counter with an entirely alternative vision: one that includes a big plate of 
growth enhancing tax cuts. The shrinking surplus is a result of slow growth. Slow growth is a result 
of a tax anchor on businesses and workers that still hasn’t been lifted. Liberate the economy f r o m  that 
burden and the economy will rise back to life and the surplus will again surge. Mitch Daniels is the 
one (and perhaps only) administration top dog who has this story right: The surplus is a consequence 
of economic growth, not the cause of growth. 

There’s one problem. Republicans have not articulated a comprehensive economic recovery tax  plan 
containing capital-gains relief, genuine death-tax repeal, and business tax incentives to encourage- 
capital investment and hiring. There is nothing to counteract the. Daschle-Gephardt agenda of higher 
taxes and fattened government. The Democrats have an economically debilitating game plan t o  
resurrect the economy. But at least they have a plan. 
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oday the President's Commission to Save and Strengthen Social Security reconvenes to look at ' 

reform options. The commission has shown in its first report that doing nothing is about as sensible 
an option as allowing the Titanic to move full-steam ahead to the iceberg, 

Left-wing fringe groups want to do just that and are expected to protest the commission's 
deliberations with hysterical claims that the Republicans want to "destroy Social Security," as D i c k  
Gephardt and so many others have alleged. But the hysteria is a proof-positive sign that opponents of 
personal accounts are getting desperate and are losing the hearts and minds of American workers, 
who want to get more for their money. Privatization is regarded by liberal Democrats as a frontal 
assault against the nanny state cradle to grave fortress that was first erected by FDR some 60 y e a s  
ago. They are actually quite right about that. Privatize Social Security and the rest of th.e New 
DeaVGreat Society welfare state will come a tumblin' down. 

, 

I '  
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' So the stakes are high here. The commission had better get the plan right - both from a financial and 
political standpoint - so that they don't give Gephardt and his cronies a big Ted round bulls e y e  to 
shoot at. 

The first thing they ought to do is call on Congressman Jim DeMint, the 3rd term South Carolina 
Republican, who has drafted a s a y  and salable private investment plan. DeMint's brainchild 
promises to get us to a fully private retirement system faster and with less political resistance than 
any plan I have seen. 

DeMint recognizes that tactically, it makes sense to preempt the strongest argument that the le f t  has 
against private investment accounts. Opponents really only have one semi-persuasive argument: that 
private investment in the stock market is "too risky." In this god-awfd stock market that argument 
has an aroma of truth to it. Most Americans lost money in their 401K plans last year for the first time 
in anyone's memory. The bearish market reinforces the message that stocks are too risky to gamble  
your retirement dollars on. (Let's set aside the fact that now may actually be the ideal time for 
workers to begin investing their payroll tax dollars, when the market is down, down, down. Buy low, 
sell high is the first rule of investing.) 

I .  

The brilliance of the DeMint plan is that it removes virtually all of the ''risk" from private investment 
accounts and thus clears away the biggest obstacle to privatization. His legislation, called the Soc ia l  
Security Personal Ownership Plan, has the added attraction that it is completely voluntary for 

. workers. It also allows lower income workers to privately invest a much higher portion of their 
payroll tax dollars in these accounts than even President Bush is seeking. A McDonalds burger 
flipper would be able to put up to 8 percentage points of the 15.3% payroll tax into private 

. 
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investment accounts. In other words, lox:& ipcome workers would be able to acquire real wealth . ' .  

much faster than under the Bush plan. This progressive feature of the plan gets around the practical 
problem' that lower wage workers wouldn't be able to put enough money into their personal accounts 
(if the cap was 2%) to cover the administrative costs of private acc unts. 

The DeMint plan also masterhlly overcomes the "transitional financ pg". problem th t has liberal . 

. 
. 

a .  a 9  * \  
critics of privatization all hot and bothered about. The DeMint plan would pay for cu qnt benefits 

dozen years or so. In fact, DeMint has run the numbers with the help of Social Security actuaries, and 
what he has found is that his plan requires several trillion dollars less debt over the next 50 years than 
if we were continue with this insane pay-as-you go recklessness. Any American 20 years of age or  
younger, could rely exclusively on the earnings from the personal accounts, and wouldn't need a 

out of payroll tax revenues plus borrowing from the on-budget surplus that is projecte 1 over the next, , 

11. u:, dime of Social Security. 
Gr 

I 

I have always believed that the three. key componenk of Social Security private accounts are as. 
follows: 

1),No benefit cutsfor seniors or near seniors. Social Security's promises need to be kept for the 
elderly and near-elderly. 
'2) The plan should be voluntary. No one should be forced to join. 
3) Every worker should be guaranteed a minimum benefit payment when they-retire, regardless of 
how poorly their accounts might do. 

. .  

. . .. 
I 

. 

To my delighted surprise, I learned last week in a meeting with Rep. DeMint in his Capitol Hill 
office that these are precisely his priorities as m7ell. (Great minds think alike.) The DeMint plan offers 
an actuarially sound mechanism for getting the U.S. to a fully private retirement account system 
within 20-25 years - or within about one generation. "Access to real personal financial wealth 
should not be reserved for the privileged few," DeMint's proclaims. 

President Bush and the members of his Commission to Save and Strengthen Social Security should 
adopt this model plan as their own. Congress should pass it into law pronto. No other plan to my 
knowledge allows even the lowest income workers to build-up real castles of wealth, more-quickly 
and efficiently than the DeMint plan. The plan is bulletproof. 

' 

The rallying cry for this legislation ought'to be Karl Marx's famous plea: Workers of the world unite. 
All you have to lose is your chains. It says a lot about the leftist mentality that even the most devout 
socialists in Congress don't want that to happen. . .  
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I . ,  . N o  event over the past quarter century has had a more profound impact on the U.S. economy and  
the prosperity of the 1980s and '90s than the Reagan tax cut of 198 1. 

It was signed into law on August 1 5 ,  198 1 - a day that will live in history as a great American 
turning point. 

4 

Liberals to this day continue to fanatically denounce the Reagan economic plan - known as supply- 
side economics - as an economic catastrophe. Dick Gephardt routinely warns against "repeating the 
mistakes of the 1980s." In a recent TV interview he proclaimed that it took the nation 'I 15 years to 
dig out of the hole that Reagan put us in." 

The truth is that the nation was in quite a deep hole of economic collapse when Reagan was elected. 
We were in the midst of the worst economic depression in 1980-8 1 than at anytime since the Grea t  
Depression of the 1930s. Here is how Netirsweek described the economy that Reagan inherited f r o m  
Jimmy "malaise" Carter: "When Ronald Reagan steps into the White House next week, he will 
inherit the most dangerous economic crisis since Franklin Roosevelt took office 48 years ago." That  
was no exaggeration. 

. 

.- - 

h e r e  is a sharp contrast between the performance of the U.S. economy before, and then after the 
Reagan tax cuts. In 1980 the U. S. inflation rate hit a record high of 13.5%. Mortgage interest rates 
soared to 20 percent creating a moribund housing industry. America was rapidly deindustrializing. 
Unemployment had reached its highest level in 40 years. We were literally teetering on the br ink of a 
1930s'style depression. Economist Henry Kaufman of Salomon Brothers reflected the gloomy rno0.d 
of most Americans at that time when he remarked, "I am aghast at how much our country has 
faltered." 

In the early 1980s when I graduated from college, the economy was so bad and jobs were so scarce, it 
was hard to get hired as a burger flipper at the minimum wage. I 

, '  . 
Reagan's tax-rate cuts - combined with his emphasis on sound money, deregulation, and free t r ade  
- created a mighty economic expansion in the 1980s. Bob Bartley of the Wall Street Journal 
described this period as "the seven fat years." Any student of the 1980s, who wishes to know what 
really happened to the economy in the Reagan years must read Bartley's invaluable book by that title. 

prosperity ever. " 1.1 ' 

! '  
e '  

This expansion carried through the 1990s as well - creating Americals greatest sustained wave  of 

The economy grew by more than one-third in size. Growth was so high in the 1980s that grou,chy . . 
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, leftists were forced to resort to ridiculing the Reagan years as the "decade of greed.'' - - 

L 

Consider what happened to the net wealth of the nation over this lengthy period of peace and 
prosperity. In 1982 the Dow Jones hit a low point of 792. When Reagan left office, the market had 
more than tripled in value. Then in tripled again overtthe next 10 years. In other words, after the 
Reagan tax cuts, the stock market soared froF, a low of 800 to well over 10,000 today. Miraculous is 
the only word to describe this $15 trillion increase' in American$' wealth. 

': 
It wasn't just the affluent who benefited from the 5 980s expansion. After Reagan's tax-rate cuts, real  

I median family incomes, which had fallen sharply during the stagflationary period 1977-82, rose b y  
nearly 10 percent. From 198 1 to 1989, every income quintile - from the richest to the poorest - 
gained income according to the Census Bureau economic data. 

4 < 

1 

The table below shows that by 1989 there were 5.9 million more Americans whose salaries exceeded 
$50,000 a year than there were in 198 1 (adjusting for inflation). Similarly, there were 2.5 million 
more Americans earning more than $75,000 a year, an 83 percent increase. And the number of 
Americans earning less than $10,000 a year fell by 3.4 million workers. I '  

I 

Incomes Moved Up in the -1980s ,: 

(billions 198 1 dollars) 
I S  

I 
I 

Workers Earning 

1981 .66.0 9.9 3 .O 
1989 62.6 15.8 5.5 
Difference -3.4 5.9 2.5 I 

$10,000 '> $50,000 > $75,000 . 

%Change -5% 60% '83% . 

Source: Cat0 Institute calculations based on Bureau of the Census; U.S. Statistical Abstract, 1996, p. 478, Table 740. 

*Earning levels are adjusted for inflation between 1981 and 1989. 

But what about the rise of the national debt that so many of Reagan's critics are so hyper-obsessed 
over? Tax cuts didn't cause the surge in debt. Spending did. 

Between 1980 and 1990 the federal tax collections doubled from $500 billion to $1 trillion. Tax rates 
went down, but tax payments went up, because a prosperous economy always produces an overflow 
of tax payments, just as a stagnant economy never generates sufficient tax revenues to pay the bills. 
This is just as Reagan had predicted. I have always believed that so many in the media and in 
academia have such a visceral hatred of the Gipper is that he had this wonderfbl talent of proving 
them wrong. 

Reagan used to take great joy in noting that when the economy roared back to life in 1983 and 1984, 
"no one calls it Reaganomics anymore." That's because Reaganomics was supposed to be a fa i lure  
according to the models of Harvard and other Ivy League Keynesian economists. How fkustrating it 
must have been for someone trained in economics at tiny Eureka College to blow their decrepit 
theories away. 
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In the 1980s incomes, employment, investmFnt, wealth, consumer confidence, the stock market, and 
tax-payments rose. Interest rates, inflatigiiyand bankruptcies plummeted. If the tax cuts of the 1980s . 
were a mistake, there are millions of Americans who believe we could use mistaken policies like that , . 
again right about now. 

I 

I 

I 

. . .  . .. 
I 

.-. . . 

I' 

I 

I 

I 
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Republicans have struck political pay-dirt with the tax-rebate checks that are now being delivered ' 

to the mailboxes of American taxpayers. For weeks now tax-cut skeptics have been ridiculing these 
tax rebates as financially irrelevant to most families, but I've yet to meet anyone who isn't eagerly 
awaiting their $300 to $600 check from the IRS. At parties, on talk radio, and in casual telephone 
conversations, all anyone wants to talk about is how they're going to spend their windfall. 

Economists around are fretting over what the finaricial impact'of these checks will be. But it's really 
irrelevant what people do with the money - whether they use it to pay down credit-card debt o r  to 
buy a dew car stereo system - it's their money, they should do with it what they please. The checks 
are a deserved and appreciated downpayment on the Bush tax cut. 

This got me to thinking. Why not a send out an automatic tax-rebate check every year that we have  a r 

tax surplus? The size of the rebate check could be made conditional on how much of the surplus was 
not frittered away by congressional appropriators and their voracious appetites each year. 

In other words, these tax-rebate checks could be the ultimate check-and balance against the stampede 
of federal spending. At the start of each fiscal year, Congress should determine the size of the 
expected non-Social Security tax surplus. Congress should then announce how large the expected 
surplus tax rebate would be for the typical taxpaying family. Under this new law, discretionary 
federal spending should be permitted to grow no faster than the rate of inflation (CPI growth) e a c h  
year. If economic growth came in faster than expected, federal revenues would be higher and the 
rebate checks would be larger. If Congress raced through its own appropriations speed bumps, ;then 
the surplus - _ _  checks would be smaller. 

And people like my wife, a prototypical soccer mom who doesn't care a whit about politics, would be 
hopping mad that the rebate check she was counting on from the IRS to help pay the plumber's bill, 
won't be coming this year because it was intercepted by the rascals in Congress who spent the money. 

, I 
I 

I 

r 

That's what's so ingenious about the automatic annual rebate plan. For the first time in decades, fiscal 
conservatives would actually have a political tool to increase support for trimming frivolous spending 
whenever and wherever possible. Voters would now have a direct incentive to keep the government's 
budget under a microscope and to repel spending for grants to the Pillsbury Dough Boy. Every dollar 
saved would be an additional dollar to be passed back to income taxpayers in the form of a bigger 
rebate check. Election-year pork-barreling would lose its "free lunch'' appeal because the marble- 
plated parking garages and the snow-pea research funds would translate into funding available for a 
big rebate check every July. 

. .  

' 1  

. . . .  

. .  

. -  
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I* .!I$ Who knows, if the plan works as I think if might, pretty soon we' wouldn't have any federal 
government at all, save for a few billion dollars for a strategic defense initiative, the Supreme Court ,  ., . 
and independent counselors to investigate sex crimes on Capitol Hill. ! 

\ 1 

$: Under this plan voters would think twice about rubber-stamping abshrd new entitlem nt programs, 
such as the prescription-drug benefits for seniors. Young voters who hant the rebate 'eck to h e l p  
pay off their student loans would be butting heads with seniors who want yet another ultibillion- 
dollar taxpayer handout for free Viagra pills. If voters were aware that the Senate prescription-drug 
benefit for seniors, with its gargantuan $300 billion price tag, might mean some $100 a year off t he i r  
tax-rebate check, worker enthusiasm for this new freebie entitlement might start to wane. 

can just imagine the fun that people likelPhil Gramm might have with this new automatic tax-rebate 
plan. Gramni could announce, "gee I'd like to support this $50 billion IMF bailout plan, but I can' t  
because it would mean that Texans would only get half the rebate check they're expecting in '02. " 
Emergency funding projects would also be examined more carehlly to determine whether, for 
example, a few bad weeks of weather in Nebraska wan-ants a bigger bailout of the farmers and a 
lower rebate for the rest of us. 

Given that my forecast for this year is a 7% to 9% growth in appropriations, coming on the heels of 
last year's 10 percent spending surge, any plan that could create a political constituency for smaller 
government, would make a lot of economic sense these days. 

The Automatic Tax Rebate plan would also increase the political likelihood of real tax reform i n  the 
next five years. If congressmen realized they couldn't spend surplus tax dollars on ribbon cutting 
ceremonies back home, then the case for creating a brand new spanking clean tax system that is 
economically growth-enhancing, equitable, and 'radically simplified would become far more 
persuasive to Congressional members. Why collect tax dollars in the first place if you're prohibited 
from spending them? 

' 

I 

I 

I '  

I 

I believe it was Mencken who once called the federal spending process an advanced auction on stolen 
doney. Under this rebate plan voters would start to realize that that the government funding that 
Congress lavishes on us with such generosity was simply money stolen from us in the first place. 

- . 

I 

1 . .  . I  
I 
I 

. .  

I 
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A11 of Washington is wringing its hands over the allegedly dwindling budget surplus. The 
Washington Post reported on Monday that we may soon see a return to the politics of the "deficit. 
ridden years of the early- and mid- 1990s.'' Senate Budget Committee Chairman Kent Conrad says 
that the shrinking surplus is due to "Bush's fiscal mismanagement" which has "driven us into a ditc  ." 
He predictably advises lcancellation of the tax cut passed last month. Is there any time that Conrad 
and his Democratic cronies in the Senate think is the right time to cut taxes? 1 
The Left is on the political warpath armed with these new budget numbers. The strategy of T o m  
Daschb et. al., is to run spending through the roof (with the complicit aid of a lot of big spending 
congressional Republicans), then to blame George W. Bush for imperiling Social Security with his 
"giant taxncut. " I 

Hold on here. How can the tax cut be blamed for slow economic growth and shrinking surpluses 
' when we haven't even gotten a dime of tax cuts yet? This is like blaming rain on umbrellas. 

Let's back up and get the facts straight. The tax surplus isn't evaporating. Even with the updated and 
less bullish budget estimates, we will still run at least a $150 billion surplus this year. A few y e a r s  
ago that kind of budget picture would have been regarded as fiscal utopia. Now it's true that virtually 
the entire surplus this year will be a result of payroll taxes exceeding Social Security f h d s  spent.  
Nonetheless, that's an imprudent amount of excess taxes for the government to be collecting in a flu- 
ridden economy. 

Is the problem with the budget a shortage of tax revenues? Hardly. For the past 4 'years federal ' ' 
income-tax revenues have been flooding the federal treasury as if pumped in through a fire hose. We 
averaged 8 percent federal revenue increases per year in 1998,1999, and 2000. Since 1996 federal  
tax receipts have risen by $600 billion aided by a surge in capital-gains receipts after @e 1997 rate 
cut. The $600 billion increase in taxes is more money than the entire GDP of most nations. E v e n  after 
the Bush tax cut, the federal tax bite will remain higher than at anytime since 1980. Repeat after me: 
There's no drought in revenues. 

' 

But there is gluttony on the spending side of the budget ledger. In fact, over the past 3 years Congress 
has been on the most expensive shopping spree in Washington .since LBJ was in the White House.  
Last year federal appropriations rocketed skyward by almost 9 percent. (This was in a year w i t h  
negligible inflation.) This year, I've been predicting a 7 percent growth rate in spending. I 

Over the past 3 years the total number of pork-barrel projects has more than doubled. It used to be 
that Congress spent $20 or $30 billion a year on parochial projects like skating rinks, convention 

. ,  

. .  

. .  

. .  

. .  

. , . .  
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centers, parking garages, dams, and hometoyn university grants on honeybee mating behavior. This 
year, hold onto your hats, the total cost"zfiequested pork projects has reached $280 billion. That: . 
comes to $3,800 this year for every family of four in America. &d yet now we're told that Congress . 

can't afford to mail a $300 rebate chechto :folks. Sorry, we've got to pay for that new Robert C. Byrd.' 

' , 

' 

light rail system. in Morgantown West ,Virginia. 

If Congress would just'cut out the Jimmy Dean sausages from the budget, we 

\ .  ' 
. .  * , \ .  

check with an extra zero tacked on. 

Yes, Virginia, there is a budget emergency in Washington. It's called spending. Here're some 
examples. Education funding is expected to double over the next five years. Agriculture spending 
could hit an all-time record of $50 billion in 2002 - making farming the most subsidized occupation 
in America. The energy budget will riseato its highest level since the Carter administration. 

It gets worse. The prescription drug,benefit program that is sure to pass later this summer or fall 
carries with it a price tag of $300 billion over 10 years. Runaway entitlement spending created the 
budget crisis in the first place. Now we're into the game of adding new entitlements - for seniors, no 
less, the wealthiest of all age groups. 

I 

The budget surplus is shrinking for two reasons: too much spending h d  too little economic growth. 
Tax cuts help solve both problems. Growth oriented tax rate reductions tear down the obstacles to 
investment, capital formation, and prosperity. Tax cuts also deprive Congress of funds that would  
otherwise be spent. This is precisely why the left is so obsessed with scaling back the Bush tax 'cut. 

And this is why America's fiscal health and Bush's reelection requires a parade of more tax cuts 
(especially a capital-gains reduction), and, fighting to retain the one that we just passed. 

. ._ 

4 .  
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his is the one time.of the year when we Americans reflect on how fortunate we are to have been '  
born at this particular moment in time in this great country. There are 275 million Americans, b u t  6 . 

billion people on the planet. We all had less than a 1-in-20 chance of being born American. Folks, we 
, I .  

have won the most important of life's lotteries! : ._. . 

I I b: 
In our recent book It's Getting Better All the Time: The Greatest Trends of the Last 100 years, m y  .c  
author Julian,Simon and I ask the question: Why did so much'of the human progress of the past . ' 

century originate in the United States? What is so special about this'country that has sparked s u c h  ' 

incredible human ingenuity and invention? 

. 

. .  
. .  

I '  . .  I 

The shorthand answer is: Freedom works. The unique American formula of individual liberty and 
free enterprise has cultivated risk taking, experimentation, innovation, and scientific exploration o n  a , 
grand scale that has never occurred anywhere before. 

Economic freedom and freedom from government repression, in particular, are necessary ingredients 
for human progress. In the United States for the most part, and at least more than nearly anywhere 
else of consequence on the globe, the government has set down a reasonable rule of law, providing a 
well-balanced equilibrium between liberty and order, and then gotten out of the way. In the post- 
World War I1 period when America's closest economic rival, Europe, experimented with socialism in 
the west and totalitarianism in the east, the U.S. wisely continued to pursue free-market capitalism, 
thus widening the U.S. lead in economic prosperity. 

I would add to this that America enjoys a unique advantage over other nations - and I know some of 
my NR colleagues disagree here. We are a nation that remakes itself through the new blood of 
immigrants. The tens of millions of new Americans who came through Ellis Island or across the  Rio 
Grande have represented the skim off the cream of the rest of the world. Americans are a people who 
have been self-selected as problem solvers and progress-seekers. 

America got rich at such a faster pace than other nations in the 20th century quite simply because no 
other place on Earth cultivates the entrepreneurial, inventive spirit of human beings, more than the 
United States does. Government has grown enormously over the past century in the U.S., much more 
than we believe is optimal; but compared to other nations and compared to the heavy hand of 
government that restricted individual freedom in past eras (slavery, Jim Crowe laws, etc.), Americans 
today enjoy an unprecedented degree of political and economic freedom. This provides Americans 
the ability and the incentive to build, create, and prosper. 

Repression by government short-circuits the human spirit and dooms its citizens to sustained periods 
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of stagnation and even anti-progress. The tra ed of the past 100 years is that mankind has had to 
relearn the lesson of history again and a@% - most recently in the former Soviet Union where life 
expectancies have tragically fallen and in China where tens of millions of Chinese have starved to 
death under collectivist agricultural policies. *There is a strong positive relationship between 

B Y  
. I 

economic freedom and economic prosperity. The free countries are \he rich countri 
like the U.S. have a 10 times higher per-capita income than countxieathat are not 

1 

really a very simple science. Why do economists try to make it so complicated? 

1 0  

Health and freedom also go hand in hand. Life expectancies are 17 years longer for those born in free 
nations than those born in non-free nations: 

The American intelligentsia is the last to get this message. Many in the media and academia reject the 
notion of American exceptionalism and tapplaud statism. But almost every great tragedy of the 20th I 

century was a result of too much government, not too little. Nazism, socialism, Maoism, 
Communism, Marxism, and Apartheid were all simply fancy names for statism - for tyrannical 
governmental control over the lives and liberties of the citizenry. Hitler killed 6 million Jews in the 
Holocaust, Mao murdered an estimated 30-40 million people; Stalin's purges led to the extermination 
of between 20 and 60 million; Pol Pot killed roughly 2 million in the killing fields of Cambodia. The 
enduring lesson of the last century is that the only real restraint on progress is a government that 
smothers the human spirit. , I 

This is why it is a wonderhl holiday, the Fourth of July. We celebrate a unique American-style 
liberty and freedom. The good news is that freedom is now stretching iuound'the world. But it is still 
far too much of a rarity. 

Reagan said it best when he noted at the 1980 Republican Convention, "No one can doubt that it was 
divine providence that created this shining city on a hill - this beacon of freedom." Yes, God surely 
has blessed America. 

I\ ' 
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Daschle & Kennedy Call for Abolition of Bathtubs Washington, D.C. (CNN) - In the wake of 
the tragic and horrifying drowning of five children by their mother Andrea Yates in the bathtub of 
their Houston home, Democratic Senators Tom Daschle and Ted Kennedy have called for making 
home bath tubs illegal. "How many children have to die before we accept the fact that bath tubs a re  a 
major cause of death in the home," Kennedy said. He cited Consumer Product Safety Commission ' 

data which confirms that bathtubs are now one of the 5 leading causes of home accidental deaths. I 
"It may very well be that if this severely depressed mother had not had ready access to a bathtub, 

these 9 innocent children might still be alive today," Kennedy added at the somber Washington press 
conference. He was surrounded by representatives from a wide range of liberal organizations 
including .People for the American Way, Children's Defense Fund, and Bathtub Control, Inc. 

8 

Daschle and Kennedy also called for an immediate doubling of National Institute of Health fbnding ' 

for post-partum depression. "We've been ignoring the cries for help of these horribly depressed 
women for too long," said National Organization for Women president Patricia Ireland. Mrs. Yates is 
"as much a victim as a criminal in this sad incident," she observed. Ireland al'so said that this incident 
only underscores the fact that America remains a "patriarchal society" where women are forced to 
rear children at home "isolated" and without "any support networks from government or the 
community." "This situation where women are imprisoned at home with their children is the worst 
possible kind of child-care arrangement for mother and child." 

Mrs. Yates made her first public appearance this morning on The Today Show. In her usual probing, 
but empathetic manner, Katie Couric asked: "Mrs. Yates, after you drowned your five children; how 
did that make you feel?" 

I 
. .  

I 

. . .  

! .  

I 

Kennedy and Daschle pledged that they would launch a series of Senate hearings on, bathtub-related 
deaths, and were greeted by thunderous applause by many of the consumer-advocate groups in . 

attendance. People don't drown children, bathtubs do," Ralph Nader noted. "We intend to do to 
bathtubs in this decade what we did to Corvairs in the 1960s: abolish them." Marian Wright Edelman 
weighed in by noting that it will do very little good to ''get handguns out of the home, if people still 
have access to bathtubs that are statistically about as dangerous." 

The American Trial Lawyers Association says that it will set in motion a $6 billion class-action 
liability suit against the ''rapacious and irresponsible" bathtub producers for selling these "weapons of 
destruction. " 

Activist groups chimed in that a ban on bathtubs would have collateral societal benefits. The Sierra 
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Club issued a press release noting that "bathtubs needlessly waste gallons of water every day" and. ' 
that the optimal "green policy" would be Tor Americans to take showers, not baths, and :preferably not 
.every day." 

.I*. ' 9  6 

. .  
. ' .  ,. 

l..l..l, L ! 

Sen. Phil Grarnm of Texas ridiculed the Daschle-Kennedy bill, 

\ 

. .  

from homes, why not ban water and modern plumbing." ! . I 

' Daschle ended the news conference by declaring: "After 
bathtub she called 9 1 1 and confessed with great remorse: 'I Killed My Children.' But it wasn't just 
this poor tortured mother, but each and every one of us in society who were co-conspirators in this 

. senseless death and I will work tirelessly on legislation to make sure that this kind of.tragedy never 
happens again." . .  . .  

. .  . 
.I!# I 

, Author's note: After writing this parody, I asked my research assistant to do a search o f  commentaries . 
, . 

on Ms. Yates monstrous act of filicide. I was astonidhed to find that this is hardly even a parody of 
the left's reaction to the murders. If you want to be especially sickened, read Anna Quindlen's rant 

I 

I 

. .  

4 

against society and stress in the current Newsweek. Her column is so over the top, atthe end she is .. 

forced to write as an afterthought: "Don't get me wrong, I'm not making excuses, for Andrea Yates." 
. I  

, 
t , .  . .. 

' Sure. 
I 

I . .  

4 ' 
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G.  MI. Checks 
Tax rebates will be more popular than the press t'fiinks,, 

Mr. Moore is president of the Club for Growth 
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Die-hard supply-siders like me have been skeptical of the economic effects..of Uncle Sam sending 
out tax-rebate checks later this year. For the umpteenth time: The problem with the economy is too 
little investment, not too little consumption, so it's not clear how $300 to $600 checks are going to ' 

help reverse the financial slide. 

But make no mistake about it: These tax rebates are a political masterstroke. The experience i n  the 

... . , 

I ,  

I I I "  ' 
states with tax rebates is they're extremely popular with voter's - especially taxpaying voters not 
used to getting a refund check in the mail from the IRS. But is the GOP shrewd enough to capitalize 
politicjdly on these 98 million checks that will start to be mailed out starting in mid-July? 

Republicans should pay attention to the political lessons from state rebate checks sent out in recent 
years in Minnesota. Readers will recall that the governor there is one Jesse "The Body" Ventura. On I 

a recent trip to Minneapolis, I asked a team of political pundits what residents thought of Ventura. I 

The response was shocking: Despite Jesse's sometimes less than tasteful verbal indiscretions now and 
then, he's still quite popular. Why? I asked. The answer: Minnesotans remember tax rebate checks 
they've received in the mail in recent years from the state government. They i-emember Jesse's 
mantra: The budget surplus belongs to you! And lo and behold he gave it back! 

Minnesotans refer to these payments as "Jesse Checks." What an ingenious reminder to voters of the 
man who's chiefly responsible for these unexpected but greatly appreciated tax refunds. 

Bush needs to take a page out of Jesse's playbook. Start referring to these refund payments as "G.W. 
Checks.'' The RNC should start an aggressive advertising campaign entitled: Did you get your' G.W. 
check today? Already Democrats are grousing that Bush has a letter going out to taxpayers reminding 
them of the rebate checks and of his promise for tax relief. Good for him. Better yet, Bush's photo 
should appear right on the checks. 

Now, rebates are about the worst way to cut taxes from an economic standpoint. They give back 
money to investors and workers based on the amount of taxes ALREADY PAID. You can't change 
yesterday's behavior, no matter how much you jiggle with tax incentives. (But history sure proves 
you sure can change tomorrow's behavior with tax changes, which is why marginal tax-rate c u t s  are 
so essential to economic revival.) 

That said, rebates do have one other virtue--and it's a virtue that ought not to be sneerednat. There are 
at least $100 billion of hnds that will now be returned directly to taxpayers. That's money that won't 
be left lying under the sofa in Washington for Congress to spend. Anything that gets money out of 
Washington, I'm reflexively in favor of. These rebate checks are popular and an effective antidote to 

I '  
I 

I 
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big government. 

In the future, any tax revenues that exceed total 
and Medicare, should be returned automatically 
not send a refund check every year to taxpayers with the 
amount Congress spent during the year. This could create a 
government. Americalis may like these gushy feel good 
recent appropriations bill to "encourage marriage"3, but not if it 

I I .  

Liberal and pompous political commentators have been ridiculing rebate checks as financially 
insignificant. Gail Collins of the New York Times snuffs that "although I won't quit my job, I do hope 
to buy my parents a new house and perhaps travel." What biting sarcasm.' 

But these eggheads just don't get it. Except for perhaps Alec Baldwin, Eleanor Cliff, Dick Gephardt, 
and Ms. Collins, almost all Americans would rathe$ spend $300-$600 themselves, than have the 
government spend it for them. And something tells me that none of the anti-tax-cut zealots are likely 
to be sending their rebates back to Washington uncashed either. 

I ) (  

In fact, tax rebate checks may be the savior of the Bush presidency. My hunch is that that's what 
really has the Left so agitated these days. 

4 ' 

I 

a 
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Capital Punishment , . , I  

The venture-capital drought is bad news for investors and . ' 

Republicans. , I 

Mr. Moore is president of the Club for Growth 
June 19,2001 200 p.m. . 

' 

I *  

o v e r  the past year I've 

with economists, politicians, 

-insisting that the problem 

weak consumer spending. 
They're plain wrong. The 
real economic malady is declining 'investment. 

J 

been in umpteen debates . ' & Printer-Friendly 

and journalists who keep E-mail a Friend 

with the U.S. economy is ~4 Moore Archive I 

If you don't believe me, just take a hard look at the data. 
The venture-capital industry is experiencing a drought. In 
2000, financiers provided- $87 billion of this risk capital 
funding for entrepreneurial start-up companies. 
'Preliminary estimates from .a survey by 
PricewaterhouseCoopers show that for the first half of 
2001 , venture-capital funding will be less than $20 
billion. The pace of venture-capital funding has 
plummeted by more than 60 percent in the past 18 
months. It's no coincidence that that's almost exactly the 
same percent decline in the NASDAQ from its high last 
year of 5000. 

, 

Venture capital is the seed corn for high-tech start-ups. 
These are the most essential invested funds in our 
information-age economy because they finance high-risk, 
but potentially high-payoff enterprises. Most every 
successfhl telecommunications, pharmaceutical, 

. . .  
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. ._. 

. . .  
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software, and semiL9qdpctor firm started in the U.S. over 
the past 20' years was nurtured in its. infancy stages by 
angel investors and venture capitalists. I 

,l.,.ll . ; 
\ 

Now that funding is vanishing. Entrepreneurs a e starved 

American economy, not the slight slump in consumer 
spending that so many of the academic and Wall Street 
economists keep fretting over. 

for: financing. And this is the real long-term t h e  i t to' the 

What's Washington doing to help stimulate a resurgence 
. in risk capital pools? So far, almost nothing. 

i n .  r 

We know from experience that'? enture-capital funding 
levels are highly sensitive to the capital-gains tax rate. In 
the early 1980s when the capital-gains rate was cut as 
part of the Reagan tax plan, the venture-capital industry 

. first started to flex its muscle, more than.doubling in size 
after inflation, according to the Venture Capital , 
Association. Then in 1986 Congress did a very stupid 
thing: It raised the capital-gains tax from 20% to 28%. 
The growth spurt in these high-risk pools of capital 
subsided. By 1992 the total VC funds raised were still 
below the 1986 level. After the 1997 capital-gains cut, 
there was a near five-fold power surge in venture 
financing - until the ,recent downturn. 

. 

' 

' 

, 

. . This all makes intuitive sense. If you're going to risk a lot 
of your money on a long-shot investment - which is 
what almost all entrepreneurial efforts are - you want to 
make dang sure that if your horse comes in, the IRS 
won't snatch away your profits. In an ideal world, there 
"wouldn't be any capital-gains tax, of course, because 
these funds have already been taxed once (when the 

says that the truly optimal capital-gains rate is. negative, 

4 ' 

1 ' original funds were earned by the investor.) (Art Laffer 

but let's not get greedy.) . .  

! 

I 

In any case, the higher the capital-gains tax, the lower the 
after-tax rate of return on venture-capital investment 
dollars. 

If the tax becomes too confiscatory, people will simply 
invest in bonds or relatively reliable blue-chip stocks. 
That's what's happening now. The ratio of the Dow to the 
NASDAQ is a convenient, if imprecise way to measure 
investors' willingness to take risks. That ratio has risen a 
lot in the past 18 months. Risk aversion is the reigning 
orthodoxy on Wall Street these days. 

. .  
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Okay, so what's' to be done to provide some oxygen for 
the entrepreneurial class? Cut tlie capital-gains tax now. 
If we were to cut the' current caplgains rate from 20% to ' 

.15%, and make that cut effective July 1 , 2001 , this would a .. , : - . I .  Internet' Explorer  wa: 
... 'The'page might  be tc . . immediately help resuscitate this,now-dormant sector of . . ..:. . .  
.. . .  the financial markets. Also, the tax cut'.would be ' . . . . W Y i - x e l I = ~ x : ~ w w : *  

immediately capitalizedb,into the value of existing stocks, :::: ,.., ' I . 

because a stock's value is simply the preserit value of the ' 

long-teim after-tax profits ohbe firm. That would be a , ::' . ' " . 

nice way to put value back in!o the NASDAQ. 1t:would 
also help Republicans hold onto the House in 2002.' 

What inthe world are they waiting for? 

. . .  
: Please.try t h e  followi, , 

. .  . .  
. .  . I  

. .,';. 
0' Click the m, p 
0 Ifyou h a v e v "  , . 

what has bee ' ,  . .  

c l i c k ' w b r k  0 

:: ' 

- . .  . . . .  
0 For informatic , , 

' .. click the Helr . .  
. .  

. .  ' i -.-...... . , 
I 

. .  
. .  

. .  

1 Internet E x p l o r e r  . 

' I . . !  ' . I  : 
.. . , 

Nothing Ventured, Nothing .Gained , I  

I 

U. 9. Venture Capital Funding 
. (Billions of 2000 $) 

. .  

I '  

. 1996 12 
1997 17 
1998 30 I 

1999 49 
200087 . 

2001 (Est.) 40 

I 
I 

I 

. .  

Sources: National Venture Capital Association 2000; 
Price WaterhouseCoopers, 200 1 . . . .  

! .  

n 
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The Lakers the best ever? Here's a two-word answer: Da Bulls. 
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w h e n  you're from Chicago, as I am, and you're maniacal about sports (pardon me, for the 
redundancy), you learn to develop at a very young qge a high threshold for pain and suffering. The 
agony of defeat becomes a fact of life. Life's first heartbreak for me was in the surnmer of '69 when  
the Cubs somehow famously blew a 10-game lead in August and allowed the reviled Mets to 
overpass them. The Cubs, of course, have experienced some 80 to 90 years of futility but we shrug it 
off and figure that every franchise can have a bad century. . 
But we Chicagoans also develop life-long love affairs with our champions. We don't win' 
championships often, but when we do, Chicago teams win in devastating fashion - in "team-of-the- 
century'' proportions. I'm speaking, for example, of a certain team that played in Soldiers Field in 
1986, went 17-1 and became affectionately known as 'Ida Bears." And then, of course, there was 
another franchise in Chicago that won 6 NBA championships in the 1990s - a team we all know as 
'Ida Bulls." 

0 
Itw 
Ph 

Now this past year a lot of folks are questioning the supremacy of these two dominating squads so I 
feel morally bound to defend their honor and the honor of my hometown against all takers. * .  

s you may have guessed by now, this column is prompted by the recent suggestion by the eggheads 3 a 'NBC, Sports Illustrated, and other alleged hubs of sports journalism, that this year's Los Angeles 
Lakers are the greatest playoff team ever. Oh puh-lease! To be sure, these Shaq and Kobe Bryant-led 
Lakers are mighty strong. They have already swept through the first three rounds of the NBA 
playoffs'without a loss, and may very well complete the swing of perfection by disposing of their 
final pseudo-obstacle, the Philadelphia 76ers, with four straight Ws. No other team has gone . . 

.- . 

, 

, 

undefeated through four r o v d s  of playoffs--not even da Bulls. ' . .  

But Lakers fans in Tinseltown: You're as clueless as a valley girl wondering why she doesn't have 
enough electric power to b1,ow-dry her hair. Come back when you've won four more championships 
and we'll talk about supremacy and dynasties. 

Sports reporters are now asking the tantalizing hypothetical: Who would win between this year's 
Lakers with Shaq and Kobe Bryant and da Bulls of yesteryear with Jordan, Pippen, Rodman, et al. 

Shaq, Horace Grant guarding himself, and Phil Jackson pacing both sidelines at once. 

I 

' 

There are all sorts of fun match-ups to conjure up: Kobe Bryant guarded by Pippen, Rodman on the ! 

I 

There are two reasons to believe the Bulls were a 1,ot better. First, would you really want to bet 
against MJ in any big game? And for that matter, who on these Lakers could guard Jordan? Y o u  see 

1 my point. (Once Jordan was the guest host of Suturduy Night Live and in one skit they asked him 
I 

I 

I 

. .  

I 
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about the upcoming Olympics USA Dream Team for which he was playing. "Michael, . why - ....- don't. you , 

just play these foreign teams all by yourself?" I think they were kidding.) .. . _. . . . .' 

The other reason to 'be reasonably confident that the'Bulls would have prevailed withielative'ease is . . . 

that the Bulls played a ferocious, even smothering, difense.for four quarters. No.'one . .  else, has come 
close to that stifling defensive effort since. 

Now, to put to rest the even bigger absurdity: th'kblk back in January that the Baltimore Ravens 

. 

. .  
* ? +  

. .  . .  . .  - .  
... . 

I .  

. 

. .  ... , . . .. I - .. 
\ I B M  I I , ' . ,  

' 4' t 

1 I 
. .  . .  were the "greatest defensive team in NFL history,:' No, no, no, no. . .  . . .  , 

In '86 the Bears were virtually impossible to score against. They would put eight and even sometimes 
nine men on the line of scrimmage and terrorize opposing quarterbacks. In the playoffs that yeax the 
Bears beat the New York Giants something like 10-0 (okay, okay, we were no offensive juggernaut) 
and the press kept asking then-Giants head coach Bill Parcels whether, if this or that had gone . 
differently, the Giants might have won. "No way," said Parcels. "We were never going to score 
against them. You have no idea how hard they hit us.'' En route to their '86 Super Bowl Shuffle, the 
Bears hurt a lot of people. One highlight of the year was whupping the Redskins something like 34 
zip. 

Whenever I'm feeling depressed about things, I just slip into the VCR my tape of the '86 Bears season 
and all in the world is put right again. Those tapes are better for my psyche than a whole gallon-jar of 
valiumi. I ,  

If you had to take one defense, for one game, you would want the Bears', not the Ravens'. You would 
want Richard Dent, Mike Singletary, Gary Fencik, etc., etc. Come on, admit it, you just would. 

Oh, and if there are any obnoxious Mets fans (I'm being redundant again) out there in cyberspace 
reading this: Heads up! Look who's in first place in the NL central division. Da Cubs. Ever since 
Hillary started wearing the Mets and Yankees hats, we can't do anything wrong! 

I 

I I 1 '  
I 

I 

I 

' I  

. .  
I :  

I 
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b. Time! 
P4 5122101 

s i n c e  about 90 percent of the laws passed in 
Washington harm' the .economy, rather than. help it, it's 
worth celebrating those rare occasions when Congress 
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Jenna and Barbara,  
Honorary J .D . ' s 
NEW YORK - 
She.dding light on a . 

silly law. By William F. 
Buckley Jr. 6/05/01 1:15 
p.m. 

actually does something 
good for America's long- I 

term prosperity. President 
Bush's tax bill is one of these 
rare and wonderfbl policy 
achievements. 
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Persecuting; Jenna, 
and Ourselves 

The persecution of the . 

Bush daughters isn't 
about safety. B y  Dave 
Kopel & Glenn Har lan ' 

Reynolds. 6/05/0 1 1 :OU 
p.m. 

GOLDEN, CO - No one has complained 
more about the defects of the tax bill (too back-end 
loaded to help the economy anytime soon, too small 
given the giant tax surpluses we now have, and too much 
.of a-concession to the class-warfare rhetoric of the Left) 
than I have, but this should not blind us to the genuine 
accomplishment that has been delivered by George W. 
Bush and the'GOP congressional leadership. Why have I 
laid aside my past reservations to trumpet the Bush tax 
bill? Here are the top 10 reasons why conservatives 
should celebrate this bill's passage: ' 

The Demon Rum 
NEW YORK - The 
fuss over the Bush . 
gals trying to buy 
booze with fake i.d.s. 
has shed some 
interesting l i g h t  on the 
current state of our 
morality. By John 
Derbyshire. 6/05/01 12:45 
p.m. . 

I 
I 

1) When it comes to tax cuts.. . Size does matter. One of 
the strongest arguments for the Bush tax cut is that it will 
take $1.35 trillion over the next 10 years out of 
Washington. This tax cut is the best conceivable repellent 
to new spending. This is precisely why the Democrats 
fought so tenaciously to prevent a tax cut of this 
magnitude from ever being enacted. Workers, businesses, 

. 
I 
I 

. i  End of Bret 
WASHINGTON, DC 
-Jersey City 's  
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and parents can spend $1.3 5 '  trillion much more 
efficiently than Congress can. ,. 

' . .  . !  
. .  

- .  

Schundler era co.mes 
to a Close. By John J. 
Miller & Ramesh Ponnuru., 
6/05/01 10:55 a.m? 

.. . .  

....," 
. . .  .2) A return to the supply side. As Larry Kudlow argued. .;'%. 

earlier this week, the tax'bill provides some modest, but . .  ,I : ' .  ,. .. Clouded WASHINLToN, b ' B i a s  DC ' ' 

not inconsequential, increases inlsupply-side incentives , . . .' . - .  - The New York 
to save, invest, and take,,.xisks. Bush wanted to slash the ? , .  , . Times doesn'.t w a n t  to 
top tax rate to 33%. Instead,Jk settled for 3'5%: But hear ' ,:, . , cover the culture war;, 

, . 
this: The elimination of the phase-out of exemptions and 
itemized deductions brings t@e effective top income tax 

,.':. __ it Stan,ey wants Kurtz. to.fight 6/05,01 it. By , ' . .  
. .  

. . . .  9:55 a.m. . .  

'...............I ..... - -____ ............................................. .... rate down by at least one more percentage point. We 
didn't repeal the whole Clinton tax hike of '93 ,  but this is ": 'Euthanasia Sets  Sail 
a very nice start. 

3) Vindication for the politics of tax cuts. Moore's law of . . . .  "Dr. De&'' BY Kathryn 

. .  

' I  . . .  . .  

. :. NEW YORK -.An 
interview with Philip 

. " . Nitschke, the other 

. .  

' 

. . .  

politics is that no one in the history of American politics 
ever lost an election by voting for tax cuts. After months 
of the media assuring us that Americans don't really, feel 
that tax cuts are a "high priority," every vulnerable 
Democrat in the Senate voted "aye" on the final passage 
of the Bush tax cut. Dianne Feinstein voted for tax cuts. 
So did Jeanne Carnahan of Missouri, who never had a 
nice word to say about tax cuts in her life. Soadid 
Senators Max Cleland, Max Baucus, Ma@ Landrieu, and 
Tim Johnson. They must know something about the 
politics of tax cuts that the folks at CBS and'the New 
York Times can't seem to fathom. 

I 4) The Left is fuming. It finally dawned on me; If this 1 

bill is so watered-down, why is it that people like Tom 
Daschle, Dick Gephardt, Paul Krugman, and the entire 
staffs of the Washington Post editorial page and the 
Center for Tax Justice have been whining continuously 
about how horrible this "ill-advised" tax cut is going to 
be for the nation? Paul Krugman moaned on NPR 
recently that this tax bill's price tag is really closer to $2 
trillion. Let's hope he's right. 

5 )  The GOP has finally put *the 1990 "read-my-lips" 
debacle behind it. Taxpayers can trust Republicans again. 
Tax cuts were the crown jewel of the Bush domestic- 
policy platform. The White House absolutely had to have 
this win and they got it - notwithstanding several near- 
death experiences in the Senate. Bravo to Karl Rove, 
Paul O'Neill, Lany Lindsey, Nick Calio, and the whole 
White House lobbying team that snared this victory for 
the president and for the country. The ghosts of Dick 
Darman have been put to rest. 

6) McCain is now certifiably McCrazy. John McCain 
showed his true colors. He actually voted AGAINST 

Jean Lopez. 6/05/01 9:15 . . 
a.m., . . 
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In Harm's Way' 
WASHINGTON, DC . 
-Just say no to a 
scaled-back military I ' 

force. By Frank Gaffney 
Jr. 6/05/01 8:05 a.m.  

, 

Crimline Thoughts , 

BOSTON. - T h e  
ADA's powerfil  
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Peter Wood. 6/05/01 8:OO 
a.m. 
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final passage of the Bush tax plan. He was one of only 
two Republicans in,a,l140.fCongress to do so. Why this act 
of Jeffordsonian betrayal?. Because he proclaimed that 
the bill favored the rich too much at the expense of . 

lower-income Americans. He co-sponsored 'a pgison-pill 
amendment with Tom Daschle to gut the Bush t x plan. 

Prediction: John McCain will never. again seriously 
contend for the GOP nomination for president. 

McCain's evil plot was foiled, thankfully, by one-vote. t 

Page 3 of4 . ' 

I 

I 

1 1 .  . 
. .  

7) Tax-cutting success 'generates its own momentum. 
Why not another tax bill next month to cut the capital- 

. gains tax? To give business well-deserved tax breaks? To 
phase in the tax cuts'even faster? To repeal the death tax 
sooner? The conservatives in thy  House, including people 
like Dick Armey and Pat Toomey, are already crafting 
proposals. 

8) Class-warfare rhetoric fell flat. The Left's chief 
rallying cry against the tax bill for these last three months 
was "tax cuts for the rich." It didn't play in Peoria. Here's ' 

an example: A recent McLaughlin and Associates survey ' 

found that 60% of voters said they favored eliminating , 
the death tax even for "billionaires." The lesson: The 
growth argument of the Right once again trumped the 
envy argument of the Left. JFK was right: A rising tide 
does lift all boats. I 

I 

I 

. .  
I 

9) Fire the Joint Tax Committee. The biggest obstacle to 
tax cuts this year was Lindy Paul, the staff director at the 
Joint Tax Committee - the committee charged with 
predicting the revenue losses from tax cuts. Consistently, 
Paul vastly overstated the "costtt of the tax cuts, even 
predicting that a capital-gains cut would lose revenues, 
when history proves conclusively that capital-gains tax 

need to insist on real-world scoring at the JTC. 

10) Want tax cuts? Vote Republican. Republicans win 
when they draw sharp distinctions with Democrats. On 
the tax issue, they have done just that. Every Republican 
in the Congress, save two (Chaffee and the 
aforementioned Mr. McCain) voted for tax cuts. 
Meanwhile, the Democratic leadership and all the left- 
wing interest groups rallied against tax cuts. This sharp 
distinction on the tax issue can only help the Republican 
party, which is now genuinely the party of Reagan. 

4 ' 

1 cuts always raise revenues. If we want more tax cuts, we 

.-. .. . .  

1' 

I 

I 
I 

0 .  

a 

So conservatives should take some Prozac and cheer up; 
We've just passed the third-largest tax cut since World 
War 11. This might not have been a Reagan-esque . 
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accomplishment - but it's awfblly close. . I  
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The Party of Reagan, Not Rockefeller . ; , \ .  
Republicans must.not capitulate to the left-wing base of the pa'fty. . . ' ': 

Mr. Moore is president ofthe Club for Growth 
May 29,2001 1:OO p.m. 

Page.  1 of 2 

I 

1 1 .  . .  

I 

- .  

here is one clear and present danger in the aftermath of the Jim Jeffords defection to the 
Democratic party. That danger is that Republicans will learn all the wrong political lessons. 

The press is reflexively deifjling Jeffords as a man of principle and statesmanship (poor John McCain 
is just stewing that for at least a few days he's no longer the source of the media's adoration) and is 
.warning that this is a major setback for the Republican agenda. In truth, the media has vastly . .. 

overstated the political significance of this defection. The fact is.that the Republicans never had 
fhctional control of the Senate these last six months thanks to the thorough unreliability of left- 
leaning Republicans like Jeffords, Lincoln Chafee, and Arlen Specter. .The Jeffords defection simply 
makes official the de facto control of the Senate floor the Democrats already had. 

I 

I 
a i  

What is really critical now is how Republicans respond to this defection. How does the GOP m o v e  
forward with its agenda on tax cuts, Social Security reform, school choice, and so on? .And how does 
the GOP take back the Senate in 2002? 

. 
. ' 

i .  

There's a lot of hand wringing, finger pointing, and soul searching now going on within the party 
echelons of power. The political pundits in Washington are, of course, trying to steer the GOP to all 
de wrong conclusions. The USA Today wrote that "Jeffords didn't leave the Republicans, @e party . 

left him." The media spin has been that the GOP has swayed so far to the right that it is no longer the . 

"inclusive party of Lincoln." E.J. Dionne of the Wushington Post wrote that it was doctrinaire groups 
. like the Club for Growth that were chasing good moderate Republicans like Jeffords out of the party. , ' .  

Comically, Dionne pines for the day when the GOP was populated by tax-and-spenders like Jacob  
Javits and Clifford' Case. Never mind that when people like Javits and Case were controlling the 
party platform, the party was at the nadir of its power. 

Dionne pines for the days when the GOP was the party of Rockefeller. Thank heavens it no longer is. 

.- . 

. 

. 
, , 

In the 1960s and 1970s the Republican party was dominated by a left-leaning northeastern 
Rockefeller Republican ideology. There were up to a dozen very liberal northeastern Republicans in 

And their stranglehold on the party helped insure that the GOP was a,minority party for decades until 

I 
I .  

the Senate and several dozen in the House as recently as the 1970s (such as Case and Javits). They 
were not much different in their voting behavior than Mr. Jeffords (or Ted Kennedy, for that matter). 

the Reagan revolution began to convert the party into one that stood for bedrock GOP principles: 
lower taxes, less government, and more individual freedom. The Republican message in the landslide 
GOP election of 1994 - the election that created the GOP majorities in the ,House and Senate in the 
first place - could not have been more free-market conservative in its tone and its policy 
prescriptions. 

' . 
! 
b 
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, Stick with that anti-big government message and the GOP will prosper. The majority of America.& ' , . . .. 
. 

' agree.with us, not Jim Jeffords, on economic issues. Note that every single vulnerable Senate: . q .  . . 
, . .. Democrat up for reelection in, 2002 votedfor the Bush "risky" tax cut. Every one..-. '" ., ' .  , . . .. .. . 

. .  . .  . . .  . _  . .  . . .  . 
Republicans must not capitulate to the left-wing base:of the. party, which seems to' stand' for, well, . 

nothing really. Alas, there's a very real danger that this is precisely what the GOP. "leadership" 
. .  

b . .  . .  
b U . I B .  

I . . .  . .  
intends to do. d' . 

4', , ' ': 
What's left.of the left wing of the party is in an agitated state now. They are seizing upon the'loss of 
Jeffords as an indication that the party should not 'insist upon "ideological purity" 'ind "strict ' 
unanimity," as Mr. McCain put it. The emboldened Lincoln Chaffee threatens that unless he sees a 
more accommodating attitude for his far left-wing views on economic issues, he may be the next  out 
the door. Olympia Snowe says the party needs to move away from its conservative'message. I . 

fervently hope that Chaffee and Snowe remain Republicans, but not at the price of neutering the 
Republican message. The GOP cannot retain, the White House and regain the Senate by enticing 

' 

. 

. .  

. ;I 
... , 

voters with servings of vanilla pudding. . I ,  

Chaffee's ransom isn't m70rth paying. It will reduce the party's voter base; rather than expand it. 

NO, for a political party to survive and to thrive it must stand grandly and unwaveringly for 
something. Tax cuts are a signature issue for the Republican party. If liberals in the party don't want  
to cut taxes, then why are they Republicans? I '  

I 
I 

The GOP,' from the local level up through the governors' mansions and theWhite House, is stronger 
now than it's been at anytime in fifty years..That is because the GOP has been almost thoroughly 
transformed from the party of northeastern Rockefellers to the party of southern and western . 

Reaganites. Jeffords was a political dinosaur: a throwback to an era long gone. His defection is. 
indeed a short-term setback. It will only be a long-run set back if the GOP leqms all the wrong 
lessons. 

. .  

. I  

. .  

. .  :.:- I " 1  
' I  

. .  

. .  
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There's Still Time! 
It's not too late to fix the tax bill. 

I 

1 

Mr. Moore is president of the Club for Growth 
May 22,2001 9:00 a.m. 

B i g  tax-cut legislation in Washington comes along on average about once a generationis0 it's 
crucial that when one does come along, we get it right. 

The $1.3 trillion tax bill that will apparently make its way to President Bush's desk in the next week  
or two, alas, has one monumental defect. The tax plan provides too little tax reduction too late to help 
the economy any time soon. This is a problem that I and others have been blaring with a megaphone 
to the White House and the congressional leadership since the tax debate started back in January. 

I 

Apparently, no one is listening. The tax bill has gotten less economically stimulative, smaller, and 
more back-end loaded as it has meandered its way through Congress. What Congress is about to pass 
is a tax bill that would be terrific for America if we were living in 20 1 1. 

But, of course, this is not 201 1. This is 2001. And in 2001 the economy and the stock market are 
ailing. But the data below shows that the tax cut does not provide much juice for the economy until 
about 2005. A supply-side tax stimulus is needed right now - not in 2005 and beyond. 

This bill is not just the wrong medication for the economy. It is also .politically bone-headed. In 2002, 
the Republicans must try to hold precarious majorities in the House and Senate in crucial midterm 
elections. In 2004, Bush must run for reelection. In other words, Republicans will face voters twice . 

before .having provided almost any short-term tax-policy changes to enhance capital investinent, 
saving, risk taking, or job creation. 

. .  

Now i't is certainly plausible that the animal spirits of the information-age economy, with some useful 
prodding from the accommodationist Federal Reserve policy of late, may muscle the high-tech and 
manufacturing sectors back into shape even without any tax-cut stimulus. The economy may soon 
roar back to life, in which case the Republicans will be home free. 

But what if it doesn't? What if the economy remains stalled and the stock market continues to slip 
into bearish territory? Investor-class voters are not going to be happy campers. Under a bearish 
scenario the political implications are almost 1 00% predictable: Congressional Republicans will get 
wiped out in 2002. Bush may be evicted not long thereafter. And they will get tossed out because of 
their failure to rescue the economy when they had the opportunity to do so. 

. .  I 
I 

Why, for heaven's sake, take that chance? 

The White House has become so obsessed in recent months about whether the tax cut will be $1.6 
trillion or $1.3 trillion or $1.2 trillion over the next 1 1 years, they've lost sight of the most crucial 

I 
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policy issue of all: What does this do for the economy over the next 18 months? As currently drafted, .. 

the tax bill provides just one microscopic supply-side stimulus to the economy before Novimbey ' .  

2002. It nicks the top tax rate down from 39.6% to 38.6%. And then there is no further reduction in 
the highest tax rate until 2005. That's what all the hullabaloo is about? This has about as much chance. . 

' . . 

I .  of hotwiring the economy as a butter knife has of cutting down a mighty oak tree.' . : .. . ' . .  

I 

. .' I - .  

. .  
Now it's certainly clear that the anti-growth Dempcrats in Congress const.itute. an imposing obstacle 
to the Republicans' passing even a mildly stimufatjve tax bill; The Democrats have become so 
enscoiiced.in class-warfare ideology that they are,.!,now seemingly genetically incapable of endorsing 
any change in tax policy that would help the economy. Any change in,tax policy that would create . , .. 

prosperity, might also inadvertently help rich people. Tom Daschle and Dick Gephardt will have 
' 

none of that. I recently debated Paul Krugman, an economist at'Princeton and one of the Democrats 
economic brainchildren, and I asked. him how he would improve the tax bill; 'His advice: Retain the, 
death tax and don't.cut the top income-tax rates. In other words, any provision that has thedightest 
hint of helping the economy grow more prosperous should. be omitted from the bill. Zell Miller, the, . 
one Democrat who has consistently supported tax cuts this year,. recently,chastised. his colleagues 
noting that they are "is no longer the party of pro-growth tax cutting as it was under JFK." Tragical 

. .  

, ' 

. ' . 

. .  

I I 

, . - .  
. .  he is right. . .  

So' all of the heavy lifting is going to have to be done by the Republicans. 

More heavy lifting'is needed. What is needed is a real political, and economic victory on the tax bill, 
not the appearance of a victory. Sometimes the GOP political operatives get these two things 
confused.1 

' ' 

' 

I I 

Now, for the good news: There is time to repair this tax bill, arid inject a supply-side stimulus into the ' 
economy pronto. And there is a way to do it so as not to crowd out other important features of Bush's 
original plan. r 

Last week, Larry Kudlow, Arthur Laffer, and I argued in the Wall Street Journal for a three-year 
capital-gains tax cut to 15% effective immediately. Senators Allard of Colorado and Gregg of New 
Hampshire have sponsored an amendment to do just this. The White House response has been ho- 
hum. What the administration needs to recognize is that the capital-gains cut is the one tax change 
that could almost immediately rally the stock market, stimulate capital investment, and reverse the 
drought in venture capital fbnding that is dragging down the high-tech sector of the economy. To do 
this will cost virtually nothing in terms of lost revenue. It is virtually a FREE tax cut that will d o  a 
world of good. It is an insurance policy against recession, and that's a policy that every Republican 
up for reelection in 2002 should gladly take out: 

Whether it is fair or not, this is the George W. Bush economy, stupid. Passing a tax bill with delayed 
tax cuts in 2005 and beyond puts both the economy and the GOP in needless peril. 

I 

Fix it in the House-Senate Conference by getting more tax relief and rate reduction up front and by 
demanding a capital-gains cut. This will require President Bush to fight for further cuts and even risk 
defeat. He will need to stand off the class-warfare rhetoric that will be thrown in his face. But he will 
prevail, because Americans want a tax cut now, not five years from now. 

This fight will give Bush and the Republicans a victory that they can truly savor. 

I 

I 

I 
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Jeffords be gone! 
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S e n a t e  Majority Leader ,Trent Lott confirmed today a blockbuster trade. that will send Zell Miller, ' 

the Georgia Democrat, to Ihe Republicans in exchagge for Vermont's Jim Jeffords and a liberal 
Republican to be named later. Speculation is that the politician to be named later will be ultra-liberal 
House member Jim Greenwood of Pennsylvania. 

The trade has been rumored for months, ever since Miller announced that he would vote for the Bush 
tax plan, much to the annoyance of his Democratic colleagues. The relationship between.,Miller and 
Senate Minority Leader Tom Daschle has been icy from the start of this term,,and the damage 
became irreparable when Miller declared last week that kongressional Democrats were no longer the 
party of JFK, a progressive tax cutter." 

Meanwhile, Jeffords has been an irritant within his own party, especially of late, when he voted first 
against the Bush tax cut plan, then against a scaled back tax cut voted on last week. Mr. Daschle 
could hardly contain his glee over the traae, saying, "In Jim Jeffords we've now inserted into o u r  line- 
up a reliable vote against tax cuts for the rich." Daschle went on to describe Jeffords as a cagey 
veteran of Congress who can "almost always be counted on to vote against trickle down economics 
and for more social spending. His record for progressive causes is really impeccable." 

I 

baschle also said that he was sorry to have to deal away Zell Miller, but that the affable Georgian 
'Inever really fit in with Democratic party here in Washington." "All Zell wanted to talk about was 
tax cuts this, tax cuts that. We tried to explain to him the importance of the Social Security lock box, 
Medicare prescription-drug benefits, and more money for education, but to no avail." Daschle 
described Miller as "totally entranced with the voodoo philosophies of the GOP." The final straw for 
the Democrats came late last week when-Miller sponsored a bill to cut the capital-gains tax. 

Not all Democrats were pleased about this mid-session trade. "In adding Jim Jeffords to our caucus," 
said Evan Bayh, the chairman of the Democratic Leadership Conference, "we continue to tilt our 
party fbrther to the left fringe of the political spectrum. We're no longer even spittin' distance from 
the sensible center," he fumed. 

. Jeffords said he had little regret in switching parties. "I didn't leave the GOP. The party left me'. 
There's far too much Reagan and far too little Rockefeller in the Republican party these days for my 
taste." Jeffords briefly considered joining fellow-Vermonter Bernie Sanders of the House as a 
member of the Socialist party, but said it would be more practical to become a Democrat. "Anyways, 
there really isn't that * I  much ' of a philosophical difference between the two," he said. 

The deal almost fell, through when the Democrats rejected the one for one swap, insisting that Miller 
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has a longer and more distinguished career ahead of him than Jeffords. That's when Republicans 
agreed to throw in a liberal House member to seal the deal. RNC Chairman Jim Gilmore c6ncehd  
that "it will probably be Jim Greenwood of Pennsylvania who will be sent over to. the Democrats, but 
there are so many liberal Republicans to choose from, it could be anyone of 25 House members." 

' . 

1 

- . .  . .  

Miller says he joins up with the GOP with some trepidation; "I'm terribly concerned that Imay be too 

. .  . .  ' 

conservative for the congressional Republic!%s," ,be complained. 
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D o n ' t  look now, but with the budget agreement reached this week, it now appears that federal' 
spending is going to end up growing at about sevenlpercent this year - or about twice the spending 
rate under Bill Clinton. Good thing we've got Republicans in charge to keep government as small  and 
confined as possible. . 

George W; Bush started the'budget process with a reasonable, but slightly overweight budget. He 
'called for four percent growth in spending; (Inflation, correctly measbred, is running at about maybe  
one percent.) 

The budget deal struck this week between the Congress and the White House ratchets that spending' , 
number up to near five percent. Some of this extra'spending, of course, was due to demands by  those 
dirty-rotten-Democratic spendaholics up on Capitol Hill. But a lot of it was a result of demands by 
those no-good-spendaholic Republicans that seem to be dominating the ,GOP agenda these days'  in 
Congress. Many Hill Republicans, who pontificate against big government, were quietly breathing a 
sigh of relief over the new inflated baseline in federal spending. : 

Now a five percent growth rate of the federal budget may not seem like the end of the world - and it 
isp't. But here's the problem. We're not even going to end up'within spitting distance of five percent 
expenditure growth. History teaches us that the spending levels set by the budget resolution in the 
spring become floors on allowable expenditures. Once the congressional appropriators start mending 
together the actual budget bills, in the summer and fall spending inevitably gets ratcheted up. 

My prkdiction of seven percent spending growth this year is based on several fiscal reality checks. - 
First, expect to see about $5 to $10 billion in "emergency spending" for victims of drought, floods, 
hurricanes, meteors, and the like. My estimate for emergency spending is conservative and falls 
somewhat below than the average for the past four years. 

The budget will grow faster this summer and fall than currently advertised for two other reasons. 
First, Republicans will surely cave in to Democratic demands for Medicare coverage of prescription 
drugs. Figure that will add at the very least another $1 0 to $1 5 billion a year to spending. Second, the 

. I  

' I 

I 

Rumsfeld Commission on military restructuring will almost certainly cdl  for more dollars into the 

more money, because that's beside the point. The point is there will be more money for defense that 
isn't now accounted for in the current budget estimates. 

I 

defense budget. I'll sidestep the issue of whether the $3 00-billion-a-year Pentagon actually needs I 

8 

Finally, there is our friend (or do I mean enemy?) the budget surplus. This year's'surplus is on tap to 
exceed $200 billion, depending on whether Congress passes a $100 billion tax rebate. Regardless, we 
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I 
now knoyv the kind of pro-spending impulse that surpluses now elicit from members of Congress'in . - .- 

bolh .parties. Put a fat budget surplus estimate in front of appropriators and they $art drooling ' :  
uncontrollably like Pavlov's dog. 

Now' some in Washington are already making excuses for .the. coming. shopping .spree. They say that . 

some extra spending this year is justified to make up for some years of excessively tight budgets. We 
need to start making some "investments" in"f2derpl programs to make up .for the.years of neglect. 
What neglect? Federal spending hasn't been heldqnder tight reigns'in recent years; In fact, just the . ' . 

opposite is true. The federal budget for discretioqgry spending has risen from $534 billion in 1996 to 
, $646 billion this year. Nondefense discretionary Spending has risen by 25 perce,nt 'o,ver this. five-year ' _. 

period. 

The bottom line here is that someone has to start holding the line on spending. If Republicans allow 
the budget to grow. at 'twice the rate it did under Clinton, many conservative.s.'are going 'to-start asking 
the. legitimate question: what are Republicans good for? Of course, if the GOP can deliver the crown. 
jewel of their economic program, the trillion-and-a-half-dollar tax cut, this could excuse some . 

I've said it before, but it bears repeating: Washington already has one party of big government. W e  
sutely don't need two." 
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excessive celebratory spending this year. But a seven percent increase? ' , . ... . 
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he tax-cut proposal that has gained the most political momentum on Capitol Hill of late isn't, 
strangely enough, even part of the Bush tax package. I'm speaking of a capital-gains tax cut, which 
has picked up powerhl backers in the House and Senate over the past four weeks. Trent Lott, Don 
Nickles, Orrin Hatch, and Dick Anney are all peddling various capital-gains-tax-reduction plans. 
Even a handful of influential Senate Democrats - including Robert Torricelli of New Jersey and Joe 
Lieberman of Connecticut are suggesting that it's time for another cut in the tax on the sale of stocks 
ahd other financial assets. 

This is an exciting development in the tax fight, because there's virtually no tax-reduction proposal 
on the table that would provide the kind of immediate adrenaline burst to the'economy and especially 
the stock market that a capital-gains cut could. A cap-gains rate cut should be the GOP's answer to 
the tax-rebate gimmick the Democrats are now offering up for 2001 -2. As we've said many t imes on 
these pages, with 52% of Americans nowjnvestors, the capital-gains tax cut is no longer just a tax 
break for millionaires. 

What's bizarre about this issue is that the biggest obstacle to getting the capital-gains tax down to 
15% (from 20% now) may not be congressional Democrats. It may be George W. Bush. You see, the 
Rpsident's economic team has never shown much enthusiasm for cutting capital-gains taxes. (What 

* 

I 

I 

irony, given that this was the ONLY tax-cut proposal George Bush Senior endorsed, though maybe  . 
therein lies the problem. W. may not want to stub his toe on an issue that caused his father four years . 

of grief.) My friend Larry Lindsey, Bush's senior economic adviser and a wonderfully solid supply- 
. sider, has always believed that the top priority should be to bring the income-tax rate down to 3 3% 

and to cut the death tax, because those are the taxes with the most onerous rates. 

. 

, 

. ' 

He's right. Those are critical priorities. But if we can get a capital-gains tax cut now, why in the 
world won't the White House lend a helping hand? One problem is a silly White House attitude that if 
it's not in the president's plan, we're not interested. They regard any addition to the original Bush plan 
as an unwelcome intrusion and a hindrance to passing the broader plan. 

The White House couldn't be more wrong. Bush should look to the Reagan White House 1981 tax- 
cut effort for strategic guidance. Additions to the Reagan 25% income-tax-rate cut were embraced by 

indexing in addition to the personal-income-tax cuts. There was seldom this juvenile 'hot invented 
here," mentality that has unfortunately crept into this White House's decision-making process. 

I 
t 

% 

the White House. Hence we got the bonus of business tax cuts, IRA expansions, and tax-rate t 

b 

The Bush team is pakicularly wrongheaded to thihk that a capital-gains tax cut would torpedo other 
high-priority elements of the president's package. A capital-gains tax cut, if it is cleverly designed, 
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, - can (and certainly should be) scored by the Joint Tax Committee as a revenue gainer. For'example; . - a '"._ . ' 

retroactive thee-year .temporary lowering of the tax rate from.20% to 15% would.raise money and . 

provide a nice supply-side buzz for the economy right now. The revenue raised could then be set . 

aside for making room for phasing in the Bush tax plan even faster. This is. called a win-win.. 

One of Larry Lindsey's arguments against making a c'ut in the capital-gains tax cut'a high priority is 
that we just did that in 1997, when the rate wiis slashed from 28% to 20%. Well, he's .correct, we did 
do it; and itswas an unequivocal public-policy su'oGess. The stock market boomed,.productivity and 
business investment rose, and the tax revenues frq,m the tax soared. The latest data'released f rom the 
Congressional Budget Office shows that the year before the capital-gains cut, the revenues came in at,' 
$66,billion. In 1999, the tax raised $109 billion and for 2000 the estimated revenue collection is  $129 
billion. In four years the revenues doubled after the rate was cut. The supply-side story doesn't .get, , 
any better than this. 

If you start drilling and huge geysers of oil explode out of the ground,*you keep drilling; you don't  , 
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explore somewhere miles away instead. . I ,  

So I will say it again: all that seems to be standing in the. way of a 15% capital-gains tax cut this ye 
is George W. Bush. It is my most fervent hope that the White House will object in the strongest 
language to this piece.3 oh so want to be proven wrong here. 1 even relish the thought of having to 
write a retraction. : 
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