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“THIS IS THE MOST IMPORTANT ELECTION OF OUR LIFETIMES.”


AUTHOR’S NOTE

TODAY’S ELECTIONS CAN BE SUCH AGONIZING PROCESSES THAT THE END OF HUMAN CIVILIZATION DOESN’T SEEM LIKE SUCH A BAD OPTION.



Sound familiar? It should. Not an election year goes by without swarms of media personalities, activists, “community organizers,” and politicians screeching at the top of their lungs about the threats of the present age and how if their side loses—enter the political party of your choice here—it would be the end of human civilization as we know it. This is my tenth consecutive “most important election,” and I think it’s a safe bet that the next one will be just as dire.

I’m not trying to minimize the problems Americans are facing today or the important choices we’re going to have to make over the next few decades if we’re going to survive the twenty-first century. We really are living in a remarkable, disruptive, and dangerous time.

When Donald Trump says that many “skilled craftsmen and tradespeople and factory workers have seen the jobs they loved shipped thousands of miles away,” and that in some parts of the country, whole communities have been “plunged into depression-level unemployment,” he’s right.1

When Bernie Sanders laments that “half of the country lives paycheck to paycheck as tens of millions of our people are an accident, a divorce, a sickness, or a layoff away from economic devastation,” he’s right, too.2

Ted Cruz is right when he says that “every student deserves a great education,” but that “too many young Americans are denied those opportunities” because America’s school system is in “grave” shape.3

And Elizabeth Warren is right when she says, “Families are getting crushed by health costs,” and that because of high health insurance deductibles, health insurance for many “is like a car with the engine missing. It looks fine sitting on the lot, but it is inadequate if they actually need to use it.”4 (Thanks, Liz, for outlining some of the failures of Obamacare so eloquently.)

But if you think for even one moment that many of these problems will be solved if we elect the “right” party in the next election—whether Republican or Democratic—then you haven’t been paying attention. We could elect the “right” party every election for the next dozen “most important elections” and we would still end up with more crises than we started with. Political parties are equal opportunity offenders when it comes to creating crises.

This isn’t because the challenges we’re facing are insurmountable. I don’t wake up each morning in despair. Technically, I wake up every morning in a SpongeBob onesie, a lengthy discussion of which was cut by the publisher.

We can make America better than it has ever been. But not if we put our faith in politicians, or any human being, for that matter. America has been able to survive endless switching between Team Red and Team Blue (even Team Whig), and yet it has still managed to become the most successful nation in the history of the world. Washington elites want you to believe their alleged brilliance is the only reason America has been as successful as it has, and that they can save you if only you were willing to give them more power over your life, but that’s just not true. Our nation thrives not because of its politicians, but in spite of them.
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Ah, there you are—my friend. I’m so glad we agreed to have this conversation, and I’m looking forward to meeting the comrades you’ve brought with you throughout our dialogue.

I know it’s tempting to jump right into it, but before we can have a truly meaningful conversation, we need to define our terms. Far too often, important discussions—no matter how sincere the participants are—end up devolving into screaming matches, or, at best, people just end up talking past each other. And in many cases, our disagreements result from people using the same terms but defining them differently.

We see this all the time when people talk about the “far left” or the “far right.” To many on the left, when they think of the “far right,” they conjure up images of neo-Nazi rallies or fascist dictators. But if you ask someone who identifies as a conservative what they consider “far right,” they are much more likely to think of people who believe in extremely limited government—people like Ayn Rand and other libertarians who think government should be so small that it can’t even build roads, never mind throw millions of people into concentration camps.

How can we have a useful conversation about right-left politics if one side thinks the “far right” is akin to Nazism and the other side thinks “far right” is best epitomized by Atlas Shrugged’s libertarian town of Galt’s Gulch? You can’t.

So, before we get into details about socialism, communism, and capitalism, we need a common understanding of what these words mean. In Chapters 2 and 3, we’ll go into much greater detail about all of these concepts, and we’ll cite heavily from people who actually claim to be socialists and communists. But for now, let’s quickly go over some very basic definitions of our terms.


socialism noun

[so-cial-ism | \ 'sō-shə-(ˌli-zəm \]

“any of various economic and political theories advocating collective or governmental ownership and administration of the means of production and distribution of goods.”5



In a socialist economy, the society as a whole collectively owns and manages property, taking the power out of the hands of individuals and granting it instead to the wider community, often by giving more control over property to government agencies. This goes over very well with humans. Just try taking toys away from one child and “sharing” them with others in the same room. Let me know how that works out.

Marx describes socialism as a pit stop (emphasis on the pit) on the glorious road toward communism. Technically, socialism is a “transitional social state between the overthrow of capitalism and the realization of Communism”—the phase when capitalism must be discredited and destroyed, along with all those who stand in the way of the people’s progress or revolution.


democratic socialism noun

[pred·a·tor·;y | \ pred-uh-tawr-ee \] · [so·;cial·;ism | \ sō-shə-li-zəm \]

features the same system of collective ownership and management of property inherent in every other socialist system, along with all of its problems. The only difference is its adherents also pinky swear that they’ll never support any form of government other than one in which elections are democratically held, as if democracy magically guarantees there won’t be tyranny.




(ASK AFRICAN AMERICANS WHO LIVED IN THE JIM CROW SOUTH OR JAPANESE AMERICANS WHO WERE FORCED TO LIVE IN GOVERNMENT-RUN INTERNMENT CAMPS DURING WORLD WAR II HOW WELL DEMOCRACY WITHOUT PROTECTIONS FOR INDIVIDUAL RIGHTS WORKS OUT.)




SOCIALIST CHEAT SHEET:

IF IT’S UNPOPULAR TO SAY YOU’RE A COMMUNIST, SAY YOU’RE A SOCIALIST.

IF IT’S UNPOPULAR TO SAY YOU’RE A SOCIALIST, SAY YOU’RE A DEMOCRATIC SOCIALIST.

IF IT’S UNPOPULAR TO SAY YOU’RE A DEMOCRATIC SOCIALIST, SAY YOU’RE A DEMOCRAT.



Although many of America’s most prominent “democratic socialists” say their system is entirely different from the socialist horror stories we’ve seen in numerous countries over the past century, the truth is, democratic socialism is nothing more than socialism with a better PR department.


swedish-style socialism noun

[sew·dish | \ swidI∫ \] · [so·;cial·;ism | \ sō-shə-li-zəm \]

is a mythical creation invented by socialists desperately looking for proof that socialism works. When they examined history and couldn’t find any examples of socialism working—not a single one—they fabricated the Scandinavian socialism myth.

communism noun

[com·mun·ism | \ 'kom-yuh-niz-uh m \]

is “a system in which goods are owned in common and are available to all as needed.”6 In the Marxist sense, communism is the most extreme form of socialism. In a communist utopia, all property, including many kinds of personal property, is collectively owned and managed. According to actual communists, this has never been achieved. In its most idealistic form, communism does not include an all-powerful, centralized government, but rather people sharing, working, and living for the common good.

real-world communism noun

[reel | \ ree-uh l \] · [world | \ wurld \] · [com·mun·ism | \ 'kom-yuh-niz-uh m \]

like many forms of socialism, results in misery, death, despair, and authoritarianism—everything communists say they oppose while fomenting revolution but can’t seem to avoid when they come into power.

capitalism noun

[cap·i·tal·ism | \ 'ka-pə-tə-,liz-əm \]

is “an economic system characterized by private or corporate ownership of capital goods, by investments that are determined by private decision, and by prices, production, and the distribution of goods that are determined mainly by competition in a free market.”7



Or, put in really simple terms: In real, free-market capitalism, I own personal property, you own personal property, and we’re able to exchange that property by using money or bartering.

Free-market capitalism is very different from the corrupt, crony brand of “capitalism” commonly found today. Under our current system, large corporations and other special interests work with government agencies and politicians to heavily tilt the scales in their favor, stifle competition, and establish a regulatory and taxing structure that favors many wealthy, powerful businesses over smaller ones.


Free-market capitalism with a “safety net” noun

[cap·i·tal·ism | \ 'ka-pə-tə-,liz-əm \]

is a market-based, capitalistic economy that includes publicly funded social safety nets for those who are unable to support themselves. This is the system utilized by countries such as Sweden, which has a largely free market; few regulations, making it easy to start a business; a tax-friendly atmosphere; and laws that protect honest businesses and their owners.



Free-market capitalism with a “safety net” is a market-based, capitalistic economy that includes publicly funded social safety nets for those who are unable to support themselves. This is the system utilized by countries such as Sweden, which has a largely free market; few regulations, making it easy to start a business; a tax-friendly atmosphere; and laws that protect honest businesses and their owners.

Free-market capitalism with a “safety net” is not a socialist system. It is the free market that allows countries like Sweden to be able to raise enough in tax revenue to provide generous benefits in their welfare programs. Most of these countries, as you will see in upcoming chapters, eventually scale their welfare states back as they become financially impossible to maintain (cough, cough, Social Security). The biggest difference between a free-market capitalist system with a safety net and a completely free-market model is the latter depends on the private social structure— churches, Lions Clubs, PTAs, soup kitchens, Jerry Lewis telethons, etc.—to assist people who are incapable of supporting themselves.


SOCIALIST FUN FACT!
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No truly socialist system could come up with the brilliance of Ikea, a place that somehow has built a business model selling both furniture and Swedish meatballs. However, the incomprehensible directions they utilize to “help” you put the furniture together absolutely had to be the handywork of a completely incompetent and borderline masochistic socialist bureaucrat.



There are obviously extreme differences between these concepts that carry with them important real-world consequences. If Americans move further down the road to socialism and communism, there’s no question that things will change—and radically so. Americans will especially love the bare grocery store shelves and rolling power outages. But, we are not merely looking for something different, we’re looking for something better. We agree that America is facing difficult challenges, like high health care costs and college loan debt, millions of people trapped in a cycle of poverty, out-of-control corporations in bed with government agencies, as well as economic disruption caused by automation.

Where we disagree is on the solutions to these problems. Socialists believe that we can make the world a better place by taking property and wealth away from the people who have it and centralizing economic, political, and social power. But I believe America is at its best when individuals are empowered with the freedom to pursue their own hopes and dreams—whatever that might mean to you—while strengthening cultural traditions that teach and encourage the individual to help, heal, and promote the general welfare.

Maybe you’re an auto mechanic who hopes to one day open your own shop. Or maybe you’re a nurse who spends your free time studying to become a doctor. Or maybe you work for a massive multi-national corporation but secretly aspire to start your own small bakery one day. Whatever it is that drives you, that makes you feel excited about life—that’s your “American dream,” and I believe that when we’re free to pursue our own unique passions and goals for life, we’re all better off.


[image: image]

All Americans want to send their children to high-quality schools. We all want a lower-cost health care system that works. We all want an increased standard of living and better job opportunities. And we all want to live in peaceful, stable communities. (Okay, maybe not Antifa members, but everyone else does.) In essence, we all want to pursue life, liberty, and happiness.

So, the real question isn’t, “Who should we elect?” or “How do we beat the other side?” It’s, “What ideas and policies are most likely to create (or conserve) an America where her citizens are able to pursue life, liberty, and happiness—and have a good chance at achieving it?” Throughout this book, I’m going to do my best to prove that socialism, democratic or otherwise, is not the answer, and I’m going to give you the tools you need to convince others of that reality.

If you happen to be someone who identifies as a socialist, or even just someone who thinks socialism has a valuable role to play in America’s future, there’s a good chance you’re reading this because a friend or family member put this book in your hands with the hope that you can be convinced to reverse course before you and your comrades destroy the country. I don’t know who that person is, but I know he or she is really smart. (And you can tell your friend or family member I said so!) If you’re a socialist, there will be times as you’re reading this book that you will feel surprised or skeptical. There may even be moments when you want to slam the book shut after I take a particularly harsh jab at Bernie Sanders. That’s okay. Important conversations that challenge our existing ideas and force us to rethink concepts we thought we understood can be frustrating. (Plus, Bernie almost certainly deserved it.)

But please keep in mind as you read through this important “conversation”—whatever your thoughts are about socialism—that despite the book’s cartoons, jokes, and other entertaining elements, my goal here is to teach people that the socialist reforms commonly put forward as “solutions” to all of society’s ills would actually cause significant harm to everyone, especially to those Americans who are already struggling.

Don’t take my word for anything I say throughout the book. Do your own homework. And don’t forget that in most cases, Americans agree on the problems we face, it’s the proposed solutions to the problems that divide us. We all agree that America has a long way to go before it reaches its full potential. On that point, we all stand firmly on common ground.
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“AND SO I DO THINK THAT RIGHT NOW WE HAVE THIS NO-HOLDS-BARRED, WILD WEST HYPER-CAPITALISM. WHAT THAT MEANS IS PROFIT AT ANY COST. CAPITALISM HAS NOT ALWAYS EXISTED IN THE WORLD, AND IT WILL NOT ALWAYS EXIST IN THE WORLD.”1

– ALEXANDRIA OCASIO-CORTEZ





Acigar-smoke-filled room full of old white men laughing as they light bucketloads of cash on fire, just for the fun of it—for countless Americans, especially those who spend their evenings watching CNN and MSNBC, that’s what they imagine when they think about capitalism. They think capitalism is an outdated idea that needs to be replaced with something innovative, a new and revolutionary way of thinking. It’s a corrupt, broken model that worked when people were riding around on horseback, but it can’t possibly manage the complexities of the modern, technologically advanced world.

Or, as self-described socialist and media darling Rep. Alexandria Ocasio-Cortez, D-N.Y., claimed, “capitalism is irredeemable.”2

“Capitalism is an ideology of capital—the most important thing is the concentration of capital and to seek and maximize profit,” Ocasio-Cortez also said, adding later that “we should be scared right now because corporations have taken over our government.”

Sen. Bernie Sanders, I-Vt., another self-described socialist, says America has become an “oligarchy,” a government ruled by the wealthiest few.

According to Sanders, “The simple fact is that in the United States today, at a time of unprecedented income and wealth inequality, we have a very small number of people—multi-billionaires who comprise less than one/one hundredth of 1 percent of our population—who exercise extraordinary power over our economic, political, and social life. … The oligarchy in this country, whose greed is insatiable, is … moving us toward a government of the few, by the few, and for the few. And that is a direction we must oppose with every fiber of our being.”3
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Looking back on the past few decades, it’s not hard to see how we ended up here, in a world where cartoon characters like Comrade Bernie Sanders and Alexandria Ocasio-Cortez—people who would have been laughed out of the room when I was growing up—have managed to become the faces of the new Left in the United States. Many Americans, especially those in the working class, are realizing that the current system isn’t working as advertised.

– TECHNICALLY, BERNIE HAD ALREADY BEEN LAUGHED OUT OF THE ROOM LONG BEFORE I WAS BORN. MORE RECENTLY, HE HAS LAUGHED HIS WAY INTO MULTIPLE VACATION HOMES.

Millions of people pay one-third of their income or more in taxes, and they get almost nothing in exchange for it. Some work their entire lives—40 years or more—and end up with nearly as much in the bank as able-bodied Americans who spent decades relying on welfare programs when they could have had a job.

When economic times get tough, thousands of business owners, including many small businessmen and businesswomen, lose everything they have built while well-connected, multi-billion-dollar corporations get handouts and bailouts from their friends in Washington, D.C.

Some entrepreneurs struggle to find funding to help make the next big idea a reality, while others with close friends or family members in the right places get access to lucrative government grants.
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Every year, tens of thousands of people flock to Austin, Texas, to attend the South by Southwest festival—an event where people gather to appreciate music, film, and art.

During one of the nights during the 2019 South by Southwest event, attendees gathered together, their beer cups overflowing and smartphones in hand, to listen to Alexandria Ocasio-Cortez explain that “capitalism is irredeemable.”

The evening was dripping with irony. Only in America can a democratic socialist attending an event full of relatively wealthy Millennials endlessly disparage the very economic system that made the event possible in the first place.a

WHAT A COUNTRY!



After spending years in America’s failing public school system, many college students arrive on campus less prepared for the real world than ever before, and they often end up graduating with tens of thousands of dollars in student loan debt, far more than their parents ever did. And then when they finally enter the workforce, they quickly realize their degree in women’s studies or art history isn’t going to help them get a job—even though their high school teachers and professors promised them all they’d need to do is graduate from college and they would be set for life.

For decades, millions of jobs have been shipped overseas to countries that hate American values. Whole communities, especially in many parts of the Midwest, have been totally decimated, and because cities like Youngstown, Ohio, and Buffalo, New York, don’t have the same political clout as Alexandria, Virginia, they don’t end up with equal economic opportunities. Too often, businesses go wherever they can get the best government pay-off, not where the market would ordinarily lead them. This is not free-market capitalism. This is crony capitalism, a problem that can only exist when big government tries to control markets.

As a certain reality-TV star turned president would say, the system is “rigged”—and Americans know it. What they aren’t so sure about, however, is what can be done to fix these problems.



“SO YOU KNOW THE GOVERNMENT IS TAKING 40% OFF MY TAXES AND UNCLE SAM, I WANT TO KNOW WHAT YOU DO WITH MY F****** TAX MONEY BECAUSE, YOU KNOW WHAT I’M SAYING LIKE, WHEN YOU DONATE TO A KID FROM A FOREIGN COUNTRY, THEY GIVE YOU UPDATES OF WHAT THEY’RE DOING IN ANOTHER NATION.

“I WANT TO KNOW WHAT TO DO WITH MY F****** TAX MONEY BECAUSE I’M FROM NEW YORK AND THE STREETS IS ALWAYS DIRTY. IT WAS VOTED THE DIRTIEST CITY IN AMERICA. WHAT IS YA’LL DOING? THERE’S STILL RATS ON THE DAMN TRAINS. … WHAT IS YA’LL DOING WITH MY F****** MONEY, I WANT TO KNOW. I WANT RECEIPTS, I WANT EVERYTHING. I WANT TO KNOW WHAT YA’LL N****** DOING WITH MY F****** MONEY … UNCLE SAM, I WANT TO KNOW WHAT THE F*** YOU’RE DOING WITH MY MOTHER****** MONEY.”b
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For years, Americans have been trudging off to the polls on the second Tuesday in November, electing the people who have promised to have their backs. But then, year after year, surprise! It turns out politicians don’t really care about fixing your problems. Things have gotten so bad, even colonoscopies and root canals are more popular than Congress.4
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So, Americans started to wander through the Ideas Desert, desperate for anything that might provide a solution. But no matter how far they trekked, there was no water to be found.

The mainstream news media, which is supposed to act as a check on the power of government, has transformed from a watchdog to a lapdog. Instead of asking tough questions about the United States’ future, they feed Americans an endless stream of garbage: “Wait, what’s that? You want a story about the nation’s whopping $23 trillion debt, or how that means every single taxpayer now owes $186,000 to the Federal Reserve and foreign countries like China. Sorry, we’ve a got a breaking story on Donald Trump’s latest tweet, followed by a story about Donald Trump’s hair, followed by a report on Trump’s ice cream consumption—can you believe he actually got two scoops?5 And then we’ve got more ‘news’ on Russian collusion, and then an in-depth report on Twiggy the water-skiing squirrel… and his expertly considered opposition to Donald Trump.”

It’s in this environment that millions of Americans, desperate for solutions to the world’s problems, worried and confused about the future, have started to take socialism seriously. Unlike many Democrats and Republicans, socialists are promising people something entirely different, a totally new world. Their vision is big, expansive, and yeah, to a lot of people it sounds too good to be true, but for many of those who are tired of being lied to and misled by politicians and supposedly “unbiased” news networks, it’s worth taking a shot on something, anything that hasn’t been done before.

Of course, socialism has been tried before—over and over and over again. But if you’re under the age of 40, you probably don’t remember much about the socialism of the Soviet Union. You weren’t alive to understand the dangers of the Cold War, and you didn’t experience Vietnam or Mao’s China, either. To many young people, socialism is idealistic, democratic, and peaceful. It’s not gulags, Nazis, and prison camps.

Socialists are selling snake oil, but they’re successful because they’re selling their “cure” to a people desperate for healing. And when people get desperate, they’re often willing to try just about anything. Socialism is the fast-acting diet pills or hair restoration tonics of the political philosophy world. It sounds great in theory, but in the end, those who try these “fine products” end up just as fat and bald as they were before—if they survive at all.

When I tell people the only way to fix our country’s problems is by embracing free markets, not giving an unlimited amount of power to government bureaucrats who couldn’t manage their way out of a paper bag, some people—many people, in fact—laugh or scoff or write me off as just another crazy member of the “vast right-wing conspiracy.” They say I’m greedy, selfish, and heartless. They say that if I really cared about the world, I’d support single-payer health care, the Green New Deal, and a long list of other socialist policy programs.
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But none of that is true. I oppose socialism because it hurts the poor, eliminates individual freedom, and destroys economic opportunities for everyone. I reject high taxes because I believe, based on mountains of evidence, that when people are empowered with the ability to control their own wealth, they use it more wisely than George Bush, Barack Obama, or John Q. Bureaucrat, who works in some gigantic government building in Washington, D.C., in a job that’s almost impossible to fire him from. I oppose the tens of thousands of pages of federal government regulations because I believe fewer regulations makes it easier for small business owners, entrepreneurs, and innovators to change the world and create products that improve life for everyone.

I love free-market capitalism, not the funhouse-mirror distortion of “capitalism” we see today. I love the kind of capitalism that embraces free enterprise and free people. I’m talking about the kind of capitalism and innovation that led to the creation of the modern computer and the proliferation of the countless millions of new ideas, products, and services made possible by the internet. Also, the one that came up with the McGriddle.
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Government now requires a license to do the following jobs:


	HAIR BRAIDER

	HAIR STYLIST

	SOIL SCIENTIST

	WOOD PELLET TECHNICIAN

	FLORIST

	DOG GROOMER

	GAS STATION WORKER

	DIETITIAN

	FOOD TRUCK OWNER

	INTERIOR DESIGNER

	LAND SURVEYOR

	TAXI DRIVER

	TRAVEL AGENT
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When socialists and progressives think of capitalism, they imagine Rich Uncle Pennybags—the Monopoly man—a chubby, white, mustachioed rich guy sporting a top hat and monocle. But that’s not the face of free-market capitalism. It’s the millions of small business owners who work tirelessly every single day in the pursuit of providing people with goods and services they need to live better lives. It’s family-run restaurants that feature the best darn ice cream you’ve ever had. It’s innovators tinkering away in their garages on the next great invention that will change the world. It’s immigrants who arrive on America’s shores with nothing in their pockets but a heart full of passion to pursue a life of peace, freedom, and hard work.


THE MYTH OF THE ROBBER BARONS


ONE OF THE MOST PERSISTENT MYTHS ABOUT CAPITALISM IS THE MODERN ARCHETYPE OF THE “ROBBER BARON.” INDUSTRIALISTS LIKE JOHN D. ROCKEFELLER, CORNELIUS VANDERBILT, AND ANDREW CARNEGIE ARE ROUTINELY DEMONIZED AS CUTTHROAT CAPITALISTS WHO WOULD STOP AT NOTHING TO EARN AN EXTRA BUCK.

IN REALITY, AS MISES INSTITUTE SENIOR FELLOW THOMAS DILORENZO PUTS IT, “THIS IS A DISTORTION OF THE TRUTH.”

AS DILORENZO EXPLAINS IN HIS BOOK HOW CAPITALISM SAVED AMERICA, PEOPLE FAIL TO MAKE THE DISTINCTION BETWEEN “MARKET ENTREPRENEURS” AND “POLITICAL ENTREPRENEURS.” YES, SOME BUSINESS OWNERS USED THEIR POLITICAL LINKS TO TIP THE SCALES IN THEIR FAVOR – LIKE LELAND STANFORD, WHO “USED HIS POLITICAL CONNECTIONS TO HAVE THE STATE PASS LAWS PROHIBITING COMPETITION FOR HIS CENTRAL PACIFIC RAILROAD.” THESE ARE THE “POLITICAL ENTREPRENEURS.”

THE MARKET ENTREPRENEURS, HOWEVER, LEVERAGED THEIR OWN HARD WORK TO GET A LEG UP ON COMPETITION. “ROCKEFELLER PAID METICULOUS ATTENTION TO EVERY DETAIL OF HIS BUSINESS, CONSTANTLY STRIVING TO CUT HIS COSTS, IMPROVE HIS PRODUCT, AND EXPAND HIS LINE OF PRODUCTS,” WROTE DILORENZO. “HIS BUSINESS PARTNERS AND MANAGERS EMULATED HIM, WHICH DROVE THE COMPANY TO GREAT SUCCESS.”c




Our current system isn’t even remotely close to a truly free market. It’s overregulated, designed to favor big corporations and well-connected special interests, and it’s full of corruption and sweetheart deals between policymakers and business owners who will do anything to make a quick buck. That’s not capitalism. That’s crony capitalism, and it can only exist in a society in which government officials are extremely powerful. After all, you can’t buy off a powerful government official if there aren’t any.

America is facing some very serious and important problems, but centralizing authority and putting government in charge of virtually every aspect of our lives won’t fix them. It would only make things much worse.


[image: image]

I’m so glad you brought up the 2008 financial crisis. I couldn’t think of a more perfect example of how government’s involvement in our economy has distorted markets and caused massive and far-reaching economic problems. The 2008 crisis and subsequent economic crash aren’t examples of capitalism run amok, they are proof that politicians and government bureaucrats—no matter how well-intentioned they might be—are terrible central planners who often cause a lot more harm than good.

According to socialists and progressives, the 2008 financial crash began when banks started to engage in “predatory lending” practices, offering mortgages to people who had no business getting large loans. The story goes that bankers, who were supposedly emboldened after the George W. Bush and Clinton administrations reduced financial regulations, were looking to earn as much money as possible, so they did whatever they could to trick and coerce unsuspecting consumers into agreeing to take on increasingly bigger mortgages. Bankers then packaged those mortgages together and sold them on Wall Street as securities. In many cases, Wall Street bankers then repackaged those mortgages and sold them again. Because housing prices were continuously rising, everyone was making money, but once housing prices crashed, the whole Ponzi scheme came tumbling down.


predatory lending noun

[pred·a·tor·y | \ 'pred-uh-tawr-,ee \] · s[\ 'lend \]

the horrific and criminal action taken by a bank or financial institution in which feeble peasants are hunted down and targeted to receive large amounts of money they ask for.




ponzi scheme noun

[pon·zee | \ 'pɒn-zi \] · [skeem | \ 'skim \]

a form of fraud in which belief in the success of an enterprise is fostered by the payment of quick returns to the first investors from money invested by later investors. Also see “entitlement programs.”



While there’s certainly some truth to this narrative, it’s hardly a complete picture of what really happened in the lead-up to the 2008 crash. As with so many other events that have occurred throughout history, the roots of the crisis stem back much further—all the way to the 1990s, a magical time featuring the birth of the modern internet, cinematic wonders like Jurassic Park, and the impeachment of a certain Democratic Party president who was more interested in screwing around with the new White House intern than he was killing Osama bin Laden.

During the 1990s, the cost of owning a personal computer that could be used at home dropped dramatically, allowing tens of millions of American families to purchase their first personal computer, as well as all the software that was needed to operate it. This created a huge new market, both in the consumer electronics industry and online. During this period, a slew of Wall Street investors and millions of others who were overly optimistic about the potential for new internet-based companies to turn big profits invested far too much wealth in companies that were unlikely to succeed, creating the “DotCom Bubble.” Who would have guessed that websites like Pets.com and Boo.com were not worth the tens of millions of dollars many investors said they were?

When the bubble burst in the year 2000, the Federal Reserve—America’s government-created and government-led central bank—lowered interest rates under the leadership of then-Chairman Alan Greenspan.6 Lowering interest rates makes lending easier, thereby flooding the economy with more cash and spurring investment, especially in real estate. Instead of allowing the economy to grapple with the mal-investments of that era, the Fed’s “easy-money” policies, along with other government actions, essentially replaced the DotCom bubble with an even bigger one: the housing bubble, which grew increasingly large and unsustainable until it popped in late 2007, directly leading to the 2008 crash.

Peter Schiff—a stockbroker, financial commentator, author, economist, and the founder of Euro Pacific Capital—is best known for predicting the collapse of the housing market. For years prior to the 2008 recession, Schiff warned that the Fed’s easy-money policies were fueling a massive bubble in the real estate market that was destined to burst. Of course, almost no one in power listened to him. Why would they? Government officials were happy that housing prices were going up and the economy was expanding, and many bankers were making money in the growing real estate market. It was a win-win—well, at least until the economic chaos ensued.

In the aftermath of the recession, Schiff, reflecting on the Left’s narrative of Wall Street gone wild, said, “In one of [President Bush’s] speeches, [he] said that Wall Street got drunk and he was right. They were drunk. So was Main Street. The whole country was drunk. But what he doesn’t point out is where they got the alcohol. Why were they drunk? Obviously, Greenspan poured the alcohol. The Fed got everybody drunk and the government helped out with their moral hazards and the tax codes and all the incentives and disincentives they put in all the various ways that they interfered with the free market and removed the necessary balances that would have existed, that would have kept all this from happening.”7

Instead of allowing the economy to sober up after the DotCom Bubble, Greenspan lowered interest rates. This signaled to Wall Street that the party was still going. “Relax and have another drink, everyone. In fact, bring in the funnels and togas!”

As Schiff noted, although one of the root causes of the 2008 financial crisis was the Fed’s easy-money policies, the housing bubble didn’t result from these policies alone. It was also caused by other market distortions created by the formation of really stupid, politically motivated government policies.

One such “really stupid” policy began in 1992, when U.S. Rep. Barney Frank (D-Mass.) successfully pushed through reforms that imposed “affordable housing” requirements on Fannie Mae and Freddie Mac, government-sponsored enterprises that were created to keep cash “flowing to mortgage lenders in support of homeownership and rental housing.”8 Despite their innocuous names—which sound like they could be lovable characters in Andy Griffith’s charming town of Mayberry—Fannie Mae and Freddie Mac facilitated and exacerbated the housing bubble by agreeing to purchase millions of high-risk loans from banking institutions, encouraging them to make even more high-risk loans. Sticking with Schiff’s analogy, these policies were the equivalent of offering half-priced shots.

Peter Wallison is the Arthur F. Burns fellow in financial policy studies at the American Enterprise Institute and a member of the Congressional Financial Crisis Inquiry Commission that was created by Congress to determine the primary causes of the 2008 financial crisis. In a 2011 article for The Atlantic, Wallison noted that prior to Frank’s 1992 reforms, Fannie Mae and Freddie Mac “had been required to buy only mortgages that institutional investors would buy—in other words, prime mortgages—but Frank and others thought these standards made it too difficult for low income borrowers to buy homes. The affordable housing law required Fannie and Freddie to meet government quotas when they bought loans from banks and other mortgage originators.”9

At first, Fannie and Freddie’s quota for high-risk, subprime loans was 30 percent, but over time, the federal government sharply increased those quotas. In 1995, it was 42 percent. In 2000, it was 50 percent. By 2007, the quota reached a stunning 55 percent. Fannie Mae and Freddie Mac were literally being forced by law to make and rely upon absolutely horrible investments—investments so bad most people would never even dream of making them. Even though the market was already half in the bag, these quotas ensured even more intoxication—like a comedy club’s two-drink minimum.

Although Fannie and Freddie did not originate the subprime mortgages themselves, the quotas they were forced to meet created a significant incentive in the mortgage lending industry to originate as many loans as possible. After all, the banks originating the loans weren’t going to be the ones stuck with them at the end of the day. They knew most of their subprime loans would end up in the hands of quasi-government agencies that were required to buy up bad loans.

As one report by the American Enterprise Institute, which was co-authored by Wallison, put it, “when Fannie and Freddie began to increase significantly their commitment to affordable housing loans, they found it easy to stimulate production in the private sector by letting it be known in the market that they would gladly accept loans that would otherwise be considered subprime.”10 Another round, everybody!

People who previously wouldn’t have been able to get $300,000 of financing for a home were suddenly getting access to mortgages worth half-a-million dollars or more. Payments for adjustable rate mortgages were extremely low because the Fed-created interest rates were low. Many people even started to buy second and third homes to “flip,” because housing prices were rising so rapidly that people could buy a home one year, do nothing to it, and then sell it the following year for a big profit.


“BY 2008 19.2 MILLION OUT OF THE TOTAL OF 27 MILLION SUBPRIME AND OTHER WEAK LOANS IN THE U.S. FINANCIAL SYSTEM COULD BE TRACED DIRECTLY OR INDIRECTLY TO U.S. GOVERNMENT HOUSING POLICIES.”

– PETER WALLISON

MEMBER OF THE CONGRESSIONAL FINANCIAL CRISIS INQUIRY COMMISSION



Wallison notes that as a result of these bad economic policies, “by 2008 19.2 million out of the total of 27 million subprime and other weak loans in the U.S. financial system could be traced directly or indirectly to U.S. government housing policies.” And according to Wallison, the other 7.8 million high-risk loans would not have been originated if it were not for the massive bubble created by Fannie Mae, Freddie Mac, and the federal government’s absurd and irresponsible housing mandates. Isn’t powerful, centralized government just swell?

Wallison went so far as to say that “the financial crisis would not have occurred if government housing policies had not fostered the creation of an unprecedented number of subprime and otherwise risky loans immediately before the financial crisis began.”11

When the bubble slowed and then started to deflate, the foundational cracks that had previously been obscured ruptured—and they ruptured in spectacular fashion. This is why the so-called Great Recession happened in 2008. The market finally had one too many drinks, stumbled out of the bar, ralphed all over itself, and then promptly passed out in a pile of trash on the street.

Did some of the actions made by greedy bankers and Wall Street financial corporations contribute to the crash? Absolutely. But everyone wanted free drinks without consequences. Wall Street rewarded the market’s drunk drivers. The only ones that ultimately paid were the pedestrians with tire marks on the back of their heads.


[image: image]

IN 2010, before the commission tasked with determining the causes of the 2008 financial crisis could issue its final report, Congress passed the Dodd-Frank Act to supposedly “fix” the systemic problems that led to the crash. As former Obama chief of staff and Chicago mayor Rahm Emanuel once said, “You never want a serious crisis to go to waste.”



Those actions would never have occurred—at least not anywhere to the extent they did—without government’s “easy-money” lending and “affordable housing” policies. The 2008 financial crisis isn’t a cautionary tale about the dangers of free markets, it’s a horror story about what can happen when government officials put politics above sound economic policies while crony capitalists risk your money, livelihood, and home, all to their own benefit. You lost yours, but they were bailed out.

POVERTY


[image: image]

Yes, America is the richest country in the world. And the reason Americans are so wealthy is that for centuries they have enjoyed relatively free markets and personal liberties. That’s why people from around the world have been able to come to our shores and achieve incredible things with nothing more than a strong work ethic and a commitment to freedom. No one looking for economic opportunity or individual liberty is banging down the doors of socialist Cuba or Venezuela. In fact, capitalist nations have had to work hard to establish and manage complex immigration systems because millions of people desperately try to cross their borders every year—often illegally. Meanwhile, socialist regimes around the world work tirelessly to keep people from escaping.

If there’s so little economic opportunity in the United States, why is our history full of entrepreneurs who started out poor or in the middle class but who then ended up amassing huge fortunes? Oprah Winfrey grew up in an impoverished single-parent household in Mississippi. As a young boy, Starbucks Chairman and CEO Howard Schultz’s family was poor and lived in government-subsidized housing. Larry Ellison, the billionaire founder of tech giant Oracle, spent much of his youth in a working-class neighborhood in Chicago’s South Side.12 Donald Trump was just a lowly dishwasher before… okay, so some of them did grow up rich.

The United States, despite all of its problems, is still known throughout much of the world as the “land of opportunity.” That’s not despite free markets, it’s because of free markets. You think the Krispy Kreme donut just happened? Thanks to free enterprise and individual liberty, some of the poorest communities in America live better than most people currently walking the Earth. Many Americans simply don’t know how rich they really are.

According to research by Gautam Nair, who relied on additional research by Branko Milanovic, the former lead economist for the World Bank’s Research Department and author of Global Inequality: A New Approach for the Age of Globalization, the average person living in the United States believes the median global income is $20,000, even though it’s actually much lower, about $2,100.13 Further, as Nair wrote in an article for the Washington Post, “Americans typically place themselves in the top 37 percent of the world’s income distribution. However, the vast majority of U.S. residents rank comfortably in the top 10 percent.”14 That means most Americans live better than 90 percent of the world’s population.



[image: image]

“AMERICANS TYPICALLY PLACE THEMSELVES IN THE TOP 37 PERCENT OF THE WORLD’S INCOME DISTRIBUTION. HOWEVER, THE VAST MAJORITY OF U.S. RESIDENTS RANK COMFORTABLY IN THE TOP 10 PERCENT.”


[image: image]



Although no one should be satisfied with the existing level of poverty in the United States, there’s no denying that being “impoverished” in America is better than being middle class or even “wealthy” in much of the rest of the world. The Heritage Foundation’s senior research fellow in domestic policy, Robert Rector, notes, “According to government surveys, the typical family that Census identifies as poor has air conditioning, cable or satellite TV, and a computer in his home. Forty percent have a wide screen HDTV and another 40 percent have internet access. Three quarters of the poor own a car and roughly a third have two or more cars.”15

Forget about flat screen televisions and cars. Do you have any idea how many billions of people around the world would kill to have regular access to clean running water, indoor plumbing, and electricity? About 3 billion people worldwide still cook their food and heat their houses using an open fire, a necessary but extremely dangerous activity. According to the World Health Organization, every year “close to 4 million people die prematurely from illness attributable to household air pollution from inefficient cooking practices using polluting stoves paired with solid fuels and kerosene.”16 Can you imagine having the entire populations of Wyoming, Vermont, North Dakota, South Dakota, and Rhode Island die every year from home cooking and heating? Well, you don’t need to imagine it because it’s already happening around the world. We’re just so protected by the wonders of the free market that it’s hard to see.

The United States, despite having a much smaller population than many other countries, has become much wealthier than nearly every other nation. The prosperity and quality of life for those in America’s middle class continues to grow. And although much is said about America’s “shrinking middle class,” the truth is that the reason the middle class is getting smaller is that more people born into the middle class are becoming significantly more wealthy, not because middle class families are becoming poorer.17 And a big part of that success—the biggest part, in fact—is that Americans have for centuries enjoyed personal economic freedoms that other people around the world can only dream about.

I want to live in an America where everyone is much richer than they are today, but we’re not going to get there by giving more power to government, which is already keeping tens of millions of people trapped in a cycle of poverty. During the Obama administration, numerous changes made by federal regulatory agencies allowed states to roll back welfare provisions designed to prevent dependency. The Obama administration argued that removing these protections was necessary because of the slow economic recovery. However, this decision, coupled with other Obama-era laws like the Affordable Care Act, resulted in gigantic increases in the number of people enrolled and trapped in welfare programs.


PERCENTAGE OF U.S. POPULATION RECEIVING FOOD SPAMPSd
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In 2009, enrollment in the Supplemental Nutrition Assistance Program (SNAP), commonly called “food stamps,” increased by 5.2 million, to 33.49 million. In 2010, the number of people enrolled soared to 40.3 million. Enrollment then continued to rise annually, even in the midst of the recovery, until it reached an all-time high of 47.63 million in 2013.18

Although enrollment has steadily declined since 2013, with the most significant improvements coming under the Trump administration, which encouraged states to reinstitute requirements for able-bodied adults to work or enter job training programs in order to continue receiving benefits, food stamp enrollment remains extremely high. Even in a booming economy, average SNAP participation totaled at least 39.6 million in 2018, 13 million more than it was in 2007, one year before the 2008 financial crisis and subsequent recession. Imagine what those numbers will look like in our next financial downturn.

Medicaid enrollment has increased even more dramatically. In 2009, Barack Obama’s first year as president, 52.1 million Americans were enrolled in Medicaid or the Children
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system. That’s why millions of people like me are calling for socialism.
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HERE. WARM YOURSELF WITH MY ROBE.

OH MY POOR, COLD,
DOWNTRODDEN CHILD.

ONE OF MY DOWNTRODDEN SUPPORTERS
1S COLD. HOW DARE YOU HAVE COMFORT
WHILE OTHERS PO NOT!
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QUESTION #17

If you're reading while in
Washington, D.C., check your
knowledge with this fun quiz!

What do the words “pursue
life, liberty, and happiness”

paraphrase?

ANSWERS:

a) A Will Smith movie about a
homeless guy.
b) Some old document that

seems to be carved in stone
around the city I work in.

c) Sorry, can’t answer. I'm

illiterate.
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Neal DiCaprio-Cortez @GreenNewNeal

Oh, @glennbeck, come on. We've heard this all before. Anyone with even half a brain
knows that capitalism isn’t working. After everything that happened with the 2008
financial crisis—the corruption, predatory lending, bailouts—it’s apparent that we need
to radically transform our economy. Capitalism had its chance, and it failed. It’s time to
finally give socialism a shot in the United States.
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I HAVE A SPLITTING
HEADACHE!!

IT'S NOT JusT
ABOUT A SINGLE
HEADACHE! WE
NEED T0 SOLVE
HEADACHES
FOR ALL!

HEADACHES ARE
CAUSED BY
POLLUTION. MY
GREEN NEW
DEAL WILL
ERADICATE THE
PROBLEM!

HOW ABOUT
JUST GIVING
THE GUY SOME
ASPIRIN?!
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Professor Tweed @checkurprivilegeplz

Maybe government did play a role in the 2008 financial crisis, but you admitted Wall
Street’s greed also played a role, and if we look at the big economic picture, it’s clear
that capitalism is to blame for many of our problems, including in areas you can’t blame
government. For example, it’'s 2019, and America is the richest country in the world,
and yet, we still have extreme poverty.
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