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	 IN THIS ISSUE: we explore difficult aspects of our economic life, character and politics.

	 OUR NEXT ISSUE: will continue this topic and will explore the most powerful confrontation 
of forces that our civilization has created and is now experiencing.

	 Economics has been called “the dismal science” 

and probably for good reason, for, as sciences go, 

it is more theoretical and less capable of proof and 

prediction than most.  It is not an easy word to define, 

partially because we use it to describe circumstances, 

motivation or behavior that often derive from political, 

psychological, social or other sources.  Still, as our 

world and wealth have grown so spectacularly in the 

last two centuries, so have our economic experiences.

	 Our first question, then, should be to ask what 

the meaning of “economics” is as it plays out in our 

twenty-first century national and global societies.  

In capsule form, economics is concerned with the 

measurement, development, transfer and expansion 

of wealth from both public and private sources, and 

the effect of these activities on populations and 

governments.

	 In the course of our attempting to understand 

and manage this economic process we reveal ourselves, 

whether willingly or not, by our thoughts and actions, 

and their consequences.  Invariably, we also disclose 

the methods, directions and intentions that we apply to 

the world of wealth and the wealth of the world.

	 The ugly truth about economics is that it is 

as much about our human behavior and psyche as it is 

about gold, oil or money.  We have had two millennia 

of extraordinary advances in population, knowledge, 

technology, health, productivity and commerce.  At 

the same time we have experienced continual warfare 

due to political, religious or territorial differences.

And weaponry to sustain and advance our acquisition 

of wealth has been our most successful and constant 

growth industry.

	 Our present economic situation is both 

complicated and precarious — complicated by global 

religious, political, and population issues; and 

precarious because of the way they interact, often with 

the sense that they are beyond any timely control.

	 However, many complications that we now must 

face have “Made in America” clearly stamped on them.  

In this chapter we hope to be able to suggest ways to 

view and deal with them.

	 America’s economic stature in the world today 

is close to being unique.  It stands as the world’s 

leading financial and military power, and yet in both 

these areas it is in the process of being meaningfully 

challenged, or, perhaps, having begun to decline.

	 The most difficult aspect of our present 

financial circumstance is that in the time of about a 

half century we have managed to reverse our financial 

status from that of the world’s richest country and 
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	 Quite simply, without advantage 

our economic system would resemble a 

pair of blind men trying to arrange a 

barter transaction.

	 “Advantage”, of course, is 

relative.  It is not the same for everyone, 

and unfortunately in our America the task 

of sorting out, defining and legislating 

our national economic issues is in the 

hands of our 535 elected members of 

Congress.  

	 It is true that the Congress 

changes every two years and that not all 

Congresses are the same either in practice 

or intent, but for the past two generations 

our governments, regardless of party, 

have created and followed policies so 

dominated by the spending mechanism that 

eventually failure would result.

	 Congress is not solely to blame for 

our present crisis.  Throughout its recent 

period of excess it had the support and 

approval of a compliant public which was 

no more able to understand the intricacies 

of global economics than Congress.  What 

it could understand was the grab-bag of 

local economic benefits in the form of 

federal programs which every member of 

Congress routinely displayed throughout 

his/her district and from which flowed a 

mixed but steady stream of funds.

	 This process was truly one of 

“the halt leading the blind”, but public 

compliance and support notwithstanding, 

the day-to-day, in-between-elections 

responsibility for good government lies 

with the Congress.  Its economic experience 

and capability fall so far of the mark set 

by our constitutional principles that a 

major overhaul of the way Congress acts 

and thinks is now increasingly recognized 

and proposed.

	 Visibly, the Congress is only 

answerable to its electorate, but in 

government, as in other circumstances, not 

all things are visible.  This is especially 

true of our twenty-first century political 

leadership which has somewhat less 

visible, but just as binding, loyalties to the 

media and to the ever-increasing number 

of legislative lobbyists that ply their 

trade in Washington.  They serve a rapidly 

growing list of commercial, charitable, 

regional and public advocacy interests 

that view government as just another 

element in their marketing programs.

	 This change in how our corporate/

private sector operates through 

largest creditor to its largest debtor, 

while our currency continued to serve as 

the world standard, or reserve.

	 That a contradiction as evident 

and ominous as this was permitted and 

encouraged by our various elected 

governments should have been of more 

concern to us than to others, but such was 

not the case.  The value of our currency 

was allowed to fall to only a fraction of 

its post-war value, and yet we expect to 

speak with the same voice, and to be heard 

in the same way, as before.

	 As much as we might like to, we 

cannot limit our search for understanding 

our economics to our own country.  

Economics is a global phenomenon that 

takes place 24/7 around the world.  

Seemingly minor, local events, if they 

malfunction, can alter their predictability 

and consequences.  They can also reveal 

their connection to other larger forces 

and wider influences.  We, meaning 

governments and individuals alike, are, for 

a variety of reasons, too often unable to 

discern these lines of connection.  Mostly, 

we suffer from a vestigial parochialism, 

both institutional and individual,  that 

once served as a protection, but has been 

bypassed by our modern communications 

technology.

	 The image that we must bear in 

mind is of America as one of many parts 

of the global perpetual motion machine 

which is made up of socialists and 

capitalists, Muslims and Christians, rich 

and poor, blacks and whites, farmers and 

bankers, bureaucrats and entrepreneurs, 

politicians and private citizens.

	 This vast economic machine is 

composed of so many parts, people, 

processes, regulations, products, 

markets and perils that it is beyond true 

human comprehension, and yet for our 

own survival we must try.  With constant 

motion, as in sub-atomic physics, there are 

no points of certainty.  We are in reality 

reduced to attempting to identify fleeting 

moments and means of establishing 

advantage.  The latter, whether applied 

to our human nature or our numbers, is 

operatively the most important word in 

economics.  At one level and moment it 

stands as a guiding, overarching concept;  

at other times it appears as a deadly and 

instant weapon — the sudden flash of 

light upon the blade before it vanishes 

into the body of its victim.
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government and how Congress has so readily adapted 

itself to relying upon lobbyists, not only for cash and 

“perks”, but also for assistance in actually writing 

legislation, has come about through the enormous 

postwar growth of money and power both at home and 

abroad.

MEDIA

	 In the beginning there were books — 

meticulously written, copied and illustrated by hand.  

They were expensive and special, and limited education 

to those places — religious or secular, private or 

public — where they were available.

	 All this changed in the mid-fifteenth century 

with Johannes Gutenberg’s printing of the Bible 

from movable type.  This new technology marked the 

beginnings of both mass media and the Gutenberg 

dynasty.  Printed books, joined by newspapers and 

then magazines, formed the trinity that maintained the 

Gutenberg print dynasty for five hundred years.

	 The first successful challenge to its grip on 

the public’s attention came from commercial radio 

broadcasts in the early 1920s.  Since then, in peace and 

war, our electronic technology has grown to include 

TV, computers, phones, films, games, weaponry and all 

forms of our present communications systems.

	 Not surprisingly, in our post-WWII expansion 

the now multi-faceted communications/entertainment 

industry stands without challenge or peer as the prime 

example of technological, financial, social and cultural 

impact upon our lives.

	 It has absorbed and ended the Gutenberg 

dynasty and with it many traditional views of our lives 

and civilization being bounded by shared respect for 

benevolent forms of human behavior.  In our present 

culture boundaries are in short supply.

	 It is no accident that this surpassing change 

has occurred simultaneously with our greatest growth 

in money and power, as technology has a way of both 

feeding, and being fed by, them.

	 In our system, it is our elected politicians to 

whom we entrust the responsibility of our political, 

financial, military and legislative power.  Over the 

course of our national history this system has produced 

mixed results whereby the combination of intention 

and consequence can, more often than not, be viewed 

positively.

	 This has not been true in the last half-century 

in which our newly created and vast amounts of money/

power have overwhelmed our executive and legislative 

branches, and even blurred lines of constitutional 

distinction that guided our judiciary.

	 We must constantly remind ourselves of our 

initial image of economics as a world force, constantly 

in motion, made up of millions of parts often moving in 

different directions, and lacking any effective central 

control.  America is a part of this force — an important 

part, but still only a part.  The role of the individual 

American, of which there are now over 300 million, is 

even more minor.  Collectively, American thought and 

action project strength; individually the American 

citizen’s voice does not reach far.  The difference is 

that it must be “packaged” and delivered through our 

political system.

	 This is a transformative process which takes 

its toll upon the message by significantly altering it 

to more readily convey the interests of the politicians 

who must deliver it, and/or the lobbyists to whom they 

are beholden.

	 Within a government which filters public 

opinion through its controlling money/power structure 

how can the individual’s voice be amplified?  This is an 

appropriate question for all our modern democracies 

who through time, numbers and technology have become 

separated from their earlier models.  And there are 

some tools available.

	 Economics can be judged and interpreted by 

every individual or institution on earth in light of their 

own specific interest.  That being far too broad a target, 

we have chosen fairness, government and growth as the 

lenses through which to view our economic condition.  

In doing so, we must again recall Dr. Albert Einstein’s 

prophetic comment:

“The problems in the world are so enormous

 they cannot be solved with the level 

of thinking that created them.”

FAIRNESS

	 There are two four letter words with opposite 

economic values that surface in every economic action 

or intent.  They are “fair” and “more” and they 

represent two very different human philosophies.  

Fairness is a frequently stated goal that is rarely 

realized because it is usually challenged and overcome 

by our need to establish competitive advantage — i.e., 

to obtain “more”.

	 In our economic time and place the process that 

affects the most Americans is the income tax which 

itself is the kind of moving force that is constantly 

amended and expanded.  The IRS code today requires 

some forty thousand pages of text.  Parts of this code 

are extracted and combined in the Form 1040 individual 

tax return which most Americans are required to file.

	 Both documents deal with the requirement 

for paying tax and a far more numerous and lengthy 

statement of loopholes in the forms of subsidies, 

allowances, discounts, exclusions, exemptions, 

qualifiers, credits, definitions, etc. that are available 

to some, but by no means all, filers.
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	 It would be an unusual year indeed in which 

Congress didn’t find ways to tweak our tax code.  As 

legislation is mostly altered by additional language; 

it is easy to see how the IRS code has arrived at its 

present length.

	 A reasonable estimate of the code’s content 

would be that probably a fourth of its text related to 

income/revenue and the remaining three fourths deals 

with circumstances under which tax on those sources 

can be reduced or eliminated.

	 Our tax code and its exclusions have only 

been in force for a little less than a century.  Early 

exclusions tended to be targeted to wider segments of 

our population, but, with the recent expansion of money 

and power, increasing pressure was brought to bear 

on Congress by groups and individuals for specific 

accommodation.

	 The consequence has been a decline in fairness 

as the growing list of tax benefits were always available 

to only some, not all, taxpayers.  In Congress there 

is now grudging recognition that the IRS Code is so 

bloated and unwieldy that it is approaching practical 

and political obsolescence.  Tests have shown that 

even within the IRS staff there are differences in its 

interpretation and computation.  Are we approaching 

the point at which it becomes unenforceable?

	 The impact of benefits for “some, not all” 

strikes a hard blow at our democracy and the sense 

of fairness that lies at its center.  We do not suggest 

a communist equality in which everybody has the same 

(i.e., usually close to nothing), but America has a 

special form of government.

	 Mostly, we have stuck to our original principles 

and have prevailed, but we are now challenged in 

perilous ways, as much, if not more, from within as 

from without.

	 It is no secret that our government’s actions 

give rise to the thought that the fairness that was so 

central to our founding has suffered at the hands of 

those too unqualified or uncaring to protect it, and 

they have allowed it to be replaced by favoritism.

	 While the tenor of our time is in conflict with 

our founders’ concept of fairness, if we fail to protect 

it  and can no longer muster hope for it, cynicism will 

triumph and our democracy will have been diminished.

*             *               *

	 Nowhere in our tax code, however, is the 

conflict between “fair” and “more” as evident as in our 

FICA payroll withholding tax.  There are probably as 

many reasons for this discrepancy as there are voting 

members of Congress, but fairness is not one of them.

	 This tax is levied against earned income at the 

rate of 6.2% paid in equal amounts by the employer and 

employee.  So far, all’s equal and fair, but there’s a 

kicker coming.

	 There is a limit on the level of wages to which 

the withholding tax applies of $106,800 so that only the 

first $106,800 of earned income is taxed and anything 

above that level is tax free.

	 By using real numbers it is easy to discern the 

difference in impact on the taxpayer as his/her wages 

increase.  Samples follow for three different annual 

incomes:

Income		                 Tax Withheld	            Tax Withheld as % of Income

$     50,000		     $3,100.		  6.2

$   500,000		     $6,622.		  1.32

$1,000,000		     $6,622.		  0.66

	 In this case, the forces of “more” are those 

whose earnings exceed the wage cap of $106,800.  Their 

“return” on the withholding tax legislation is high and 

becomes higher with every dollar they earn.  They are, 

therefore, strongly motivated to support this concept 

of the withholding tax both in spirit and by donations 

to their elected representatives in Congress.

	 “More” is a clear winner, as “fair” took a hit 

at the cap level and was overwhelmed.  But there’s 

something unusual here in that the cutoff at the cap 

is complete, rather than partial.  Much of our tax 

code, and especially our federal income tax, is based 

on the practicality of graduated levels of increase or 

decrease; and its appearance of fairness.

	 Our current economic situation with its 

enormous debt has become a center of contention for 

both parties and has brought the nation to the edge of 

default, and yet no serious argument for raising the 

withholding cap was made.

	 This is a tax source that responds quickly to 

any general economic improvement via increased hiring 

and employee earnings.  Over the coming ten year 

period, which our present legislative attempts seem 

to contemplate, it is difficult to justify ignoring this 

potential revenue form which is already in place, easy 

to collect and would have considerable public backing 

because of its appearance of fairness.

	 That does not mean there would be no opposition 

to it.  There is always opposition to everything, and 

some of it is quite loud and determined, but it can also 

be brief.  Whatever its duration, we shall see that 

the withholding tax matter is a metaphor that reveals 

far more about the workings of the Congress than 

its specific issue.  The tax code is not the only place 

where government policy produces unwanted economic, 

and arguably unfair, results.  For this double whammy 

we need only to look at our splintered combination 

of immigration law and enforcement.  There are now 

some 14 million unemployed Americans many of whom 

have been out of work for two years or more.  And yet, 

throughout our current recessionary period neither 
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the Congress nor the executive branch has made any 

effort to reduce the millions of legal and illegal 

aliens it admits every year by either new legislation or 

by enforcement of existing law.  Quite to the contrary, 

both branches, despite rhetoric to lull the public, 

engage in a form of shaded encouragement to those at 

every level of immigration law who wish to break or 

ignore it.

	 The immigration issue as we have noted before, 

is a mixture of social, political, security, ethnic, health 

and economic elements all of which involve fairness 

to some degree.  It takes no stretch of imagination to 

sense the unfairness felt by many of our unemployed 

when newly arrived immigrants are given preferential 

access to scarce opportunities and jobs.

	 How are we twenty-first century Americans 

to think about fairness, and the continuing struggle 

between “fair” and “more”, with the power of our 

government consistently applied on behalf of the 

latter?

	 How are we to think about our government?  

About ourselves?  Can we believe that we, or it, fit the 

mold formed by our founders’ determined and idealistic 

belief that the interests of many can be combined in a 

free and functional state — E. Pluribus Unum?

	 Our failures surround us.  They are present not 

only in our tax code, but also in our electoral process, 

our educational structure and the way in which we 

view ourselves and our place in the world of rapidly 

shrinking political and environmental choice which we 

inhabit.

	 If we can bring ourselves to recognize these 

failures, we can also then recognize the vast truth of 

Einstein’s statement.  As Dr. Einstein died in 1969 and 

as the world becomes ever more complex and divided, 

his thought continues to improve with age.

TRUTH/CERTAINTY

	 If Americans are unsettled by their expectation 

of fairness in government and their failure to find 

it, what other forms of disappointment reinforce the 

image of government that has lost its way — most 

notably our most fundamental belief stated in the 

second paragraph of the Declaration of Independence:

“. . . That to secure these Rights, Governments, 

are instituted among men, deriving their 

just Powers from the Consent of the Governed . . .’’

By any reading, the key word above is “Consent”, as it 

challenged the then current thought that government’s 

power was supreme.  Through their electoral process 

twenty-first century Americans can give or withhold 

consent, but its value is greatly compromised by the 

restriction or the confusion of information given to 

the public.

	 This is a facet of our media driven age.  It is 

practiced by both major political parties.  It distorts, 

alters and even falsifies information upon which public 

opinion and action are based.  And it has contaminated 

our democracy and significantly weakened both its 

intent and its conduct.

	 Evidence of this manipulation can now be found 

throughout our system.  We will cite two instances that 

deal with vital economic issues in which the public’s 

expectation of open disclosure has been denied.

	 The first topic is that of the recent argument 

over our precarious deficit/debt levels.  Ross Perot in 

1992 was the first presidential candidate to forcefully 

call attention to and explain the consequences of our 

continuing operating deficits; and for most of the 

time since then our political argument has used the 

word “deficit” and focused on our annual budgetary 

imbalances.

	 But deficits are only one part of our financial 

crisis.  The other is the growing debt caused by years 

of borrowing to accommodate unbalanced budgets and 

overspending.  The debt threat went largely unmentioned 

with the exception of The Concord Coalition, a public 

advocacy group that has been in existence for about 

thirty years and is exclusively concerned with our debt 

problem.

	 After the repayment of our WWII debt, our debt 

remained basically flat and at a minor level during 

both Republican and Democrat administrations.  It was 

adjusted from time to time by Congressional agreement 

and did not attract close attention from either the 

public or government.  It was kept out of sight and the 

frequent borrowings that it required were automatic 

and viewed as temporary.

	 The Concord Coalition recognized the various 

negatives that resulted from our growing reliance on 

debt increases, but its voice was unable to penetrate 

our political class and its policies.  They were, like 

others, attuned to the Keynesian economics that had 

gained dominance in the postwar world and, because 

of America’s enormous superpower wealth, could see 

no reason not to spend wherever and whenever they 

wished.

	 Enabling votes in Congress for debt increases 

caused only brief and sporadic argument and then 

were passed on to the White House to become law.  

As Congress found the process of making budgetary 

choices too difficult to undertake, they were omitted 

in favor of non-specific resolutions that made funds 

available in large amounts without identifying line 

items.

	 With the massive increases in our debt during 

the Bush II and Obama presidencies, it attracted wider 

and more intense notice to the point of becoming a, if 

not the, leading issue of our present political moment.
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	 The subject of our deficit now includes debt, 

and yet it is frequently referred to in political 

conversation in its original, stand alone “deficit” 

form.  Whether intentional or not, use of the single 

dimension term “deficit” has deprived the public of 

much critical knowledge and understanding.

	 A budgetary deficit is the amount, actual or 

projected, for a given period by which expenses exceed 

revenues.  Its opposite, a surplus, occurs when revenues 

surpass expenses.

	 Debt is the accumulation over time of unpaid 

deficits which can be reduced by surpluses or increased 

by continuing deficits.  We had an actual budget deficit 

of about $1.4 trillion in the year ending 9/30/11.

	 The conversation in Washington has been 

misleading because of its emphasis on reducing or 

eliminating our deficits.  This emphasis fails to pay 

proper attention to our debt and some important 

distinctions between it and our deficits: 

1)	 Today, both political parties are focused on a 

10 year period in providing solutions to our 

economic crisis .

2)	  If over this ten-year period we could establish 

a balanced budget for each year equalizing 

expenses and revenues, we will have done away 

with our annual deficits, but our debt would 

remain the same.

3)	 Or we might have a mixed record of results in 

which balance is achieved in some years but not 

realized in others.  In the latter, any shortfall 

or failure to reach balance would be added to 

the national debt.

4)	 In both cases our maneuverability is greatly 

limited by legislative and financial restrictions 

from the past.  In our present political state, 

cutting any expense is difficult and any large 

one, impossible.

5)	 The popular illusion fostered by our political 

leaders is that reducing deficits over the ten 

year period will decrease our debt.  That is 

wrong.  The only budgetary mechanism that can 

reduce the debt is a surplus.

6)	 While our present financial circumstance is 

referred to by press and politicians alike as 

“the debt/deficit problem”, there has been no 

agreement as to actual ways and amounts for 

dealing with our still growing national debt.

		  Differences in language and intent such as these 

serve to deflect attention and to conceal elements that 

deserve the public’s scrutiny and discussion.

		  There is another question that must be asked 

regarding the attitude of our political “leaders” 

towards deficit and debt relief.  And that is, “What are 

the sources that will produce the added revenues or 

reduced spending that will be required to bring us into 

a state of budgetary balance?”

		  Where, in our now globalized economy, will we 

be able to create the surpluses that can reorder the 

revenue side of our budgets?  We have moved whole 

industries offshore in search of lower production 

costs.  And we have followed production jobs with 

customer service jobs and further weakened our 

structure by replacing experienced technical personnel 

with lower wage foreign workers under an assortment 

of government programs.

		  Economics is not an easy game and we are making 

it tougher for ourselves than we should.

*             *               *

	 Fairness takes many forms, as does government’s 

way of avoiding it.  One of the latter that has affected 

most of our population deserves notice.  It dates back 

to the Clinton administrations and concerns the way 

our government computes the cost of living statistics 

which are used to predict or present many aspects of 

our economy’s performance.  Their impact upon our 

population and politics is as broad as any measure we 

employ.

	 During the Clinton years there was a noticeable 

increase in the volatility and prices of food and oil and, 

as they are essential elements of every family budget, 

Clinton’s advisors took the view that they could skew 

the Consumer Price Index (CPI).

	 But consumer prices were not seen as the 

primary threat.  The real problem lay in the fact that 

the CPI was used as the basis for computing annual 

cost of living adjustments (COLAs) for the millions of 

Americans on Social Security.

	 There is a direct connection between food 

and petroleum prices which results in the American 

consumer paying more for both when the world price of 

oil rises.  And with most of the oil we use coming from 

foreign sources we cannot control its price.

	 Clinton’s solution to what he saw as out of 

control raises in COLAs and, therefore, Social Security 

expense was to remove food and energy prices from the 

CPI and create a new index called the core rate which 

would report on our nation’s cost of living without the 

distortion of food and energy inputs.

	 Government now has two measurements it can 

use according to its preferences — the CPI and the 

core rate.  The exclusion of food and energy costs from 

the measurement of consumer prices has undoubtedly 

saved government billions of dollars in COLA costs in 

our present time of three and four dollar per gallon 

gasoline and steady supermarket price increases.

	 The core rate should be seen as it is.  It is a 

handy form of measurement.  But it is flawed by its 

eliminating two such significant prices as food and 

energy.  It is cynical and cosmetic, but undoubtedly its 

greatest fault is that its use attempts to deceive the 

public with an image that anyone who has experienced 

food and gas prices over the past decade knows is false.
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CONTEMPORARY CAPITALISM

	 Since its earliest days America has nurtured 

and displayed a strong sense of individualism in most 

areas of its life, but most notably in our pioneer spirit 

that moved and led our enormous process of westward 

expansion and settlement.

	 As more of our continent came under our 

control, we put it to economic uses such as ranching, 

mining, publishing, farming, food processing and 

manufacturing of both consumer products and of 

the tools and equipment that all these activities 

increasingly required.  As our economy literally 

muscled itself up from one level to the next in the latter 

half of the nineteenth century, our individualism added 

the word “rugged” to describe its economic role.

	 The Sherman Anti-Trust Act, our first effort to 

inject fairness rules into the nation’s commerce and 

finance, was not passed until 1890 and the Securities 

and Exchange Act (1934) was not even imagined.  The 

economic times 1850-1934 were turbulent ones and the 

individualism we practiced was, indeed, rugged.

	 During this time when both our capitalism and 

our rugged individualism flourished they became joined 

in their meaning and perception, and were often used in 

tandem.  One was often used to define the other and vice 

versa.  This combination in our thought and self image 

still exists, although our economic circumstances and 

practices have been tamed by decades of legislative and 

bureaucratic modifications.

	 Sometimes, however, we come across situations 

that give us pause as does this one.  FPL is one of 

Florida’s largest electric utilities and is attempting 

to expand its nuclear power program.  For this it 

must obtain approval from the Florida Public Service 

Commission (FPSC) because FPL intends to bill its 

utility customers in advance for a portion of its costs.  

These costs amount to about $355 million1, and every 

year approval must be obtained in advance for the part 

to be charged in the next year.

	 Timing, of course, is a factor.  The new reactors 

were originally scheduled to begin operating in 2018, 

but now face a new date of 2021 and additional expenses 

of $700 million2.  But, while FPL wants to get started 

with the FPSC and the customer payment process, it has 

not yet applied to the Nuclear Regulatory Commission 

(NRC) for reactor licenses which, according to FPL’s 

CEO, might take up to five years3.

	 The origins of this situation go back to 2006 

when the FL legislature, attempting to encourage 

nuclear energy development and use, authorized 

utilities to bill customers for some costs as they are 

incurred rather than wait until the facilities are up 

and running.

	 This is a curious combination of circumstance.  

We have a public utility granted an exclusive operating 

license by the state legislature for its area requesting 

the permission of another state authority, the FPSC, 

to forward finance some $355 million of nuclear 

construction (for which the necessary federal NRC 

license has not been applied) by billing its captive 

public customers who have no effective voice in the 

matter.

	 One can take the position that FPSC speaks for 

the public, but common practice suggests otherwise, as 

in FL and most other states public service commissions, 

through their nominating and appointive procedures, 

find themselves composed of members more likely to 

reflect corporate rather than public interest.

	 Traditionally, utilities have raised the 

substantial funds they need for expansion construction 

in the capital markets by selling their bonds.  This 

enables them to borrow money for a fixed period and 

to repay it with funds generated by the expansion.  

But, of course, interest must be paid and the duration 

of interest payment is extended by construction or 

regulatory delays.

	 FPL’s request to the FPSC reverses this 

procedure in that for whatever amount is approved to 

bill its customers FPL will not have to pay interest and 

instead will receive payment from its customer base.  

This extraction of funds from its rate payers might even 

be regarded as a form of public taxation for private 

development as it results from state legislation.

	 This bondless form of financing ushers in a new 

era in utility financing which Stephen Smith, executive 

director of the Southern Alliance for Clean Energy, 

describes as “It’s like free money for the utilities — 

talk up a project, sell the idea to the legislature and 

PSC, delay it multiple times, and keep vacuuming up rate 

payers’ hard earned dollars.”

	 The PSC has just announced its decision and 

the winner is (drum roll) FPL.  The average monthly 

residential bill for 1,000 KW of electric power will 

increase by $2.73, but may be increased by additional 

nuclear costs.

	 Under any circumstance this is a bad deal for 

utility customers anywhere and may be in use in other 

sates.  But we are not in normal times, as the Fukushima 

disaster has brought about an extensive review of 

our nuclear practices and safety regulations with 

the result that the role of nuclear power may be re-

evaluated in our energy program.

	 It’s a complicated situation and is another 

battle in the Fair vs. More continuing struggle.  Billing 

captive customers years in advance for unfinished 

projects seems to rate low on the fairness scale 

whereas it scores high with those who back “more”.

	 But there is another “zinger” here.  There is no 

assurance that the new nuclear failicites will even be 

built, and no obligation for FPL to repay its customers 

if they aren’t.  And the RPSC has shown no inclination 

to require any such protection.  It seems that. in the 

world of forward finance payback is a foreign concept.
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	 What has happened to our laissez-faire 

capitalism and its ever present shadow, rugged 

individualism?  Has our “can do” spirit now become 

“the public can do”?  Does our capitalist system, which 

bridles at any mention of government regulation, 

appropriate it for its own purposes when convenient or 

profitable?

	 The age of our great electric utility expansion 

and combination following WWI was as economically 

important to America as those of our automobile or 

oil eras, and was achieved without the use of consumer 

forward financing as proposed by FPL.

	

*             *               *

	 There are other instances in which our 

current concept of capitalism seems to eschew rugged 

individualism in favor of using public funds, albeit 

without the public’s approval.

	 A recent case in West Palm Beach, FL serves 

as an example.  Here, the County Commission voted to 

provide $27 million of public funds to help finance 

the construction of a hotel to be privately owned and 

operated.

	 There are many reasons in today’s economic 

climate to challenge such an action, including county 

budget and employment problems, but again the fairness 

issue cannot be ignored.  The $27 million would come 

from taxpayers in all of Palm Beach County whereas 

the benefits would be narrowly restricted to private 

ownership in one small part of one city.

	 Similar situations arise with beach restoration, 

for both public and private beaches, and other areas 

of public funding where the line between public and 

private benefit is neither clear nor common.

	 These types of public/private issues are by no 

means unique to FL.  They have appeared throughout the 

nation in response to our great increase in financial 

and political power, and what we face is a quid pro 

quo process by which public funds are put to use for 

specific private or mixed public/private projects by 

politicians with the authority to determine their use.

	 There is another form of taxpayer funds use 

that raises fairness questions on a somewhat broader 

scale.  This is the establishment of separate tax 

districts which are funded by local tax collections 

and/or user fees and are sometimes included in the 

taxpayers’ annual property tax bill.

	 These tax districts are formed around common 

interests such as water use and supply, waste removal, 

health care, the environment, property development, 

etc.  They have grown in number and in purpose over 

the years and can probably be seen today as both a 

mixed “bag” and a mixed blessing.

	 In FL alone there are over 1,600 active districts 

created by the state legislature that have annual 

revenues over $15 billion4.  As money on that scale 

poses an irresistible invitation to people anxious 

to spend their time and effort in managing its use, it 

comes as no surprise that it attracts the elements of 

a full service management “kit” — upscale offices, 

ample staff, high salaries, public relations programs, 

and consultants to cover almost any crisis.

	 The boards of directors of these tax districts 

can be appointed or be fully or partially elected by the 

public, but regardless of the method, they seem to be 

composed of people with industry backgrounds and to 

reflect those interests.

	 There is also a Florida Association of Special 

Districts which, it is easy to imagine, probably plays 

an important role in determining board nominations 

or appointments, as well as seeing that its members 

enjoy legislative access and attention when necessary.  

And we can assume that its offices, salaries and other 

“perks” are commensurate with those of its members.

*             *               *

	 The examples cited above do not rise to the 

level of national political issues, but it is certain that 

they have their counterparts throughout the nation.

	 Without accountability to public opinion they 

have become a powerful junction of local economic and 

political life.  And accountability is less than we might 

hope for because  these entities have all either been 

created or licensed by state legislatures and report 

to them.  Public opinion, when expressed directly to an 

issue as stated on an electoral ballot, is both clear and 

efficient, whereas, when it must be applied indirectly 

by electing representatives to the state legislature, it 

is weakened and less effective.

	 This change has become blindingly clear 

to all parties — the public, the private sector and 

the legislatures.  What is less clear, but equally 

significant, is how much we have changed our concept 

of American capitalism — how much it now owes to (and 

depends upon) our local, state and federal governments 

in order to function with minimal regulation and to 

produce maximum profits.

	 These were the goals of “rugged individualism” 

that dominated our incredible economic growth in the 

century from 1830 to 1930.  Since then, in many aspects 

of our national culture and life individualism has been 

replaced by institutionalism.

	 This new individualism goes by the name of 

“globalization” and is now practiced throughout the 

world.  It arouses the old energies and instincts of its 

forebears, but its bloodline has been diluted by its 

forced marriage to the proliferating institutions of 

our time.

	 This is increasingly true throughout our world.  

We live in an institutional age that has demanded, and 

received, its due from all of us.  There are many reasons 

for this global, cultural change, but one stands out 

as equally powerful and present in all parts of our 

planet.
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	 It is the effect of our constant, geometric 

growth in population that saw our world population 

grow from approx. 1.2 billion to 2.0 billion in the 1830-

1930 period5.  Today we are at the 7 billion level and, 

according to the UN Population division, are expected 

to reach 10.1 billion by the century’s end6.  Other 

less conservative, and in our opinion more realistic,  

sources expect the 10 billion mark to arrive by mid-

century.

EUROPE

	 Europe is our historical, cultural, religious, 

economic and political parent and we should feel the 

same pain and concern over its present circumstances 

as it does over ours.

	 Beginning with Greece and Rome, Europe’s 

political life has undergone conflict between 

representative government and hereditary rule.  

The Reformation, the printing press, the Age of 

Enlightenment all took their toll upon inherited power.  

They let the foot of public government in the door, but 

breeding dies hard and the spirit of a small group of 

royal ruling families has maintained a lessened, but 

persistent, place in European life.

	 This presence posed an unacknowledged and 

unspoken challenge to Europe’s conversion from 

multiple states to at first an economic, and then a 

wider political, union.  It wasn’t as if the peoples of 

Europe preferred royal rule, but Europe had always 

been a land of multiple domains and many borders 

so that union of the kind envisaged by contemporary 

politicians runs counter to some very strong and long 

standing traditions.

	 For most of Europe’s existence since it emerged 

from the Dark Age, the expansion of political (i.e. royal) 

power was accomplished by either warfare or marriage.  

The first was violent and offered more opportunities; 

the latter was slower, calmer and involved religious 

as well as political considerations.

	 Throughout these centuries of hereditary rule, 

the concept and image of a royal ruler, family and 

presence extended through all levels of European life, 

and long after the thrones were vacated this common 

image remained as an institution of public importance, 

and even affection.

	 Monarchy, being based on family, patriarchy and 

centralized authority, projected a parental image for 

most of its existence in countries both small and large.  

With the end of the monarchies after two world wars 

and the jockeying for power during the period between 

them, Europe embarked upon a gradual acceptance 

of socialism that has resulted in leftist politics, 

institutions and regulations that have continued to 

gain momentum.

	 Socialism is a form of softened central 

authority that adopts a parental image in Europe today, 

and was able to ingratiate itself there when more harsh 

and violent choices such as Fascism and Communism 

were rejected.  It has a sort of fuzzy, feel-good aura 

to it that has lessened the pain of losing freedom.  

It is widespread and has created a home for itself in 

Europe’s political thought and process.  The European 

Union (EU) is its monument and its proof of legitimacy.

	 The rush to union was born of economic and 

bureaucratic advantage.  Commencing with the postwar 

coal and steel trade agreements, it expanded to the 

European Common Market and then the EU under which 

political and financial integration was completed for 

those states willing to exchange their own currency 

and a substantial degree of sovereignty for EU 

membership.

	 The prospect of joining multiple states’ 

commercial, political and financial interests into one 

union was a managerial nightmare and a bureaucrat’s 

dream.  In mixed steps, some large and some small,  the 

EU was able to grow through a period of generally 

widespread prosperity.

	 That time is now over, and serious cracks 

have appeared in the EU’s financial façade.  Liquidity 

problems from the “spend now and why pay later” way 

of thinking have surfaced in Portugal, Ireland, Greece, 

Spain and perhaps Italy.

	 So far, these problems have been met by 

incremental transfers of capital from the richer 

members (Germany, France, England) to their more 

profligate brethren. They are now reaching a tipping 

point.

	 A pattern of rescue has been established, but 

has also served notice that it cannot be continued 

for reasons that are increasingly clear.  As the funds 

provided are drawn from both government and private 

sources, both private investors and political leaders 

are feeling the heat (i.e., losses) and stating their 

objections to the role that has been thrust upon them.

	 It is not surprising that the errors of a few 

would call into question the whole project of union, 

and that is what has begun to happen.  A failure, or 

default, by one diminishes the fact and spirit of union 

and would raise major questions about the value of the 

Euro , as well as the status of the defaulting member..

*             *               *

	 We live in an age that has sought to deal with 

many of its problems by covering up or disguising 

differences.  We do this through institutions such 

as the UN, our national governments, our regional 

alliances and our policies.

	 This practice of disguise may make for easier 

politics and diplomacy, but at the same time it is like 

the 800 lb. gorilla.  It’s there and everyone knows it’s 
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there, but we must pretend otherwise.

	 The same ocean washes the beaches in Europe 

as it does our East coast.  We are experiencing the 

same financial symptoms and crises as Europe, and yet 

our response has been distinctly different, as we have 

chosen massive stimulus programs whereas Europe, 

with its dominant German economy, has taken a much 

more measured approach.

	 Perhaps we, and others, have been so focused 

on the miracle of Europe’s union that we have missed, 

or ignored, the increasingly evident and difficult 

differences that have surfaced within the EU.

	 These are differences of individual states’ 

economic practices and philosophies which have 

produced results that threaten the larger community.  

It is a clear example of the sum of the parts being 

greater than the whole.

	 The EU is primarily a political union formed 

with hope that it could encourage and also accomplish 

monetary union.  This was a bold hope that failed 

to recognize some very significant differences in 

the history, character and economics within the 

EU membership — mostly between its southern 

Mediterranean and its more northern members.

	 The southern belt of Spain, Portugal, Italy and 

most notably Greece find themselves with excessive 

amounts of debt and unbalanced budgets that, if not 

repaired, will only demand more debt. And Ireland has 

joined this club within a club.

	 In a genuine and functional union there would 

be a mechanism which would provide early warning of 

these economic threats and trigger corrective action 

to which all members had agreed.  What remedies 

were available within the EU have been  too little and 

too late because politics took precedence.  Economic 

regulations and commitments were more difficult to 

install and more often and more easily deflected.

	 There are several top-level dilemmas that must 

be dealt with.  First, is that of continuing demands 

for bail-out funds from the richer northern tier for 

their southern associates.  For while this provision of 

funds constitutes a major economic problem, it also 

contains an equally difficult political choice in that 

the northern funding nations must secure the approval 

of their voters or be turned out of office.

	 This same political choice replays in a more 

painful way among the threatened Southern economies 

where acceptance of brotherly bail-outs calls for 

austerity measures in spending, pensions and salaries 

accompanied by higher taxes and reduced public 

services.

	 Here again, the political piper must be paid, as 

the party in power forced to find funding must impose 

its consequences upon the electorate.  It’s clear to see 

from the vehemence of Greece’s public protests that 

changes in financial culture do not come easily and that 

democratic regime change by ballot is an ever present 

alternative to agreements among heads of state.

	 The last dilemma strikes at the heart of the 

strength and structure of Europe’s union.  What if a 

member state fails to abide by the restrictions and 

standards of the Union?  What if it defaults on its 

financial obligation?  These are real perils because 

the bonds of EU states have been bought by investors 

throughout Europe and are held in private hands as 

well as in the vaults of the European Central Bank 

(ECB) and the central banks of EU member nations.

	 Any such default would call into question the 

status of the common currency, require the defaulting 

nation to withdraw from the EU and would greatly 

devalue that nation’s debt with negative impact upon 

investors in Europe and around the world.

	 And how would the defaulting nation then find 

funds to provide the base for a new currency and to 

meet its operating requirements?

	 Under normal circumstances nations are able 

to adjust their currency values by means of trade and 

capital flows.  But in a single currency union, such 

as the EU, such national flexibility is lacking.  The 

intra-union exchanges may take place, but central 

policy and authority is established at Brussels where 

the bureaucratic code often declares that internal 

differences do not exist.

	 Any union requires that its members surrender 

some degree of their sovereignty as a condition of 

membership.  England took greater exception to this 

than any other country in the EU by opting for political 

union while maintaining its own currency.  Whether 

this choice was primarily financial or traditional is 

unknown, but Europe’s continuing debt crisis could 

further weaken the Euro without a commensurate loss 

of value for the English pound.

	 England’s response to the world’s economic 

condition has separated it from both the EU and US.  

It has adopted drastic spending cuts with a much 

stronger impact upon powerful constituencies and 

public services than we or Brussels have enacted.

	 The differences in Europe, and here, endure and 

are clearly visible.  The same tides wash all shores.  

Will present political thought be able to produce an 

acceptable financial result?

CHINA

	 No material economic focus today can omit 

China. In economic size it  is second only to the US and 

continues on a highly expansionist  course. China’s 

status today is both unique and contradictory in that  

it is on track to become the world’s largest economy 

while it  continues to contain areas where its citizens 

lead a third world, or at best, a developing country 

life.

	 As change and wealth have come to China and 
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it can serve as lender   to the West, its political and 

economic relationships must also change. There has 

been mention of China   participating in the resolution 

of the European debt crisis which,  were this to take 

place, would create a new political trajectory for  

both East and West.

	 Any such effort would undoubtedly be 

accompanied by a transfer of   benefits from Europe to 

China and might entail a rearrangement of historical 

positions in the International  Monetary Fund.

	 It is too early to consider these possibilities as 

anything other than speculation, but they have received 

media mention. Is diplomacy far behind?

	 China today is economics in motion and dominates 

some sectors of the  world economy. It boasts an annual 

growth rate in the 8% to 9% range which, combined 

with its strong cash  position, projects an image of 

arguable superiority throughout the world.

	 Again, however, behind the veil of global 

economics other forces  are at work. China has 

established a program of buying land for agriculture 

and natural resources that far exceeds any similar 

efforts by the US, Japan, Russia or other leading 

economies. Such absentee ownership, however, usually 

finds itself in conflict with local residents. Will it 

pose problems, local or otherwise, for China?

	 Also behind the veil are some internal economic 

conflicts involving overbuilding, overpricing, 

population relocation, significant water supply/quality 

problems and extensive desertification. Some, if not 

all, of these have been caused or exacerbated by China’s 

intense development programs. It’s  worth noting that 

fast movement over an uneven surface produces a 

bumpy ride from which China’s tightly managed central 

economy may not be excluded.

	 China may well be the unacknowledged poster boy 

for water problems.   Its determined industrialization 

has resulted in 40% of it rivers becoming polluted 

and the remaining 60% being barely able to meet basic 

category three water quality standards. And more 

than 46,000 of its reservoirs need  to be rebuilt or 

repaired.15

	 In addition to its physical and economic problems 

China has recently  experienced growing social unrest 

over a wide range of consumer and political failures. 

In the past we have been allowed only occasional and 

partial glimpses of what takes place behind China’s 

veil, but this is being changed by our global advances 

in communications and information technology which 

will work to make our observations more accurate, but 

will not resolve the issues.

BACK HOME

	 In the constant struggle between “fair” and 

“more” we are bombarded by hype, opinion, argument, 

tradition, ideology and sometimes fact.  Much of this 

attack we can deflect, but parts of it, especially facts, 

are more insistent and claim our reluctant attention 

because of what they reveal about us and our society.  

For instance, the number of manufacturing jobs in the 

U.S. decreased by over six million in the two decades 

from 1990 (17.7 million) to 2010 (11.6 million)7.

	 Exxon Mobil, arguably America’s largest 

industrial corporation, in 2009 paid NO federal income 

tax on its $45.2 billion of profit8.

	 Social Security, which has been called America’s 

most successful government program, now pays 

retirement benefits to about 53 million Americans.  Over 

the seventy-five years of its existence it has become 

immensely popular and has resisted the arguments 

and attacks of its critics.  In spite of its popularity, 

the combination of an increase in population (i.e. 

beneficiaries) and a decrease in workers paying into 

the system now threatens the historical worker/payee 

balance.  Blue ribbon commissions and Congressional 

committees come and go, but cannot muster the political 

support for changes that would fix the problem.  There 

are three that alone or in combination could put the SS 

income and outgo back in balance.

	 They are a 1% payroll tax increase for workers 

and employers, a gradual increase in the reitrement 

age to 70 and removal of the present FICA wage cap of 

$106,800 so that all wages are subject to some tax.

	 There is considerable flexiblility in such an 

approach and in some combination of these 3 options a 

reasonable solution is available, but but it is unlikely 

that Congress could bring itself to take such actions.

	 Our country’s future would be well served 

by both parties changing the way they manipulate 

the nation’s finances.  We have not had a balanced 

budget for 40 years and Congress now refuses to even 

undertake to submit an annual budget, preferring 

to avoid its responsibility and to provide funding by 

“continuing resolutions” (CR).

	 The steady and steep rise in our national debt 

is another example of bipartisan congressional lack of 

will that commenced in the Reagan administrations and 

continues to the present.  One key step in this sad tale 

occurred in 2003 when a Republican congress did away 

with the requirement that debt limit votes be on the 

record.  As a result, subsequent debt limit increase 

votes became more frequent and assured.

	 The problem of inflation also gives evidence of 

somewhat less than inspired government management.  

From 1800 to the end of WWII the Consumer Price Index 

(CPI) was relatively stable and, using 1967 as a base 

level, remained below 50.  It is impossible for us today 

to imagine price stability of this duration.  Starting in 

1968 it moved steeply upwards to over 600 today.  

	 In 1970 average executive pay was 28 times 

average worker income, and by 2005 it had risen to 158 

times as much9.  The number of people living on food 



12

stamps in the U.S. is now over 44 million and close to 

15% of the nation’s population10.

	 These are circumstances that exist in America 

today.  They are what they are — the products of our 

policies that result from what we have done and what 

we have not done.

	 In the on-going game of “gotcha” that passes for 

government in Washington they are used relentlessly 

by both parties pressing for real or imagined advantage.

	 They command a headline in a prominent 

newspaper or serve as the theme for a prime time TV 

speech.  They are very much here today, then gone 

tomorrow and reappear when called upon.  There is a 

thin moral shape to them that invariably tempts their 

users to claim the high ground.

	 They are, per se, neither good nor evil.  They 

are what they are.  Whether we should accept their 

presence in our society, whether we should consider 

them desirable is another matter involving our own 

consciences, our relationship with others and what we 

envision as a worthwhile future.

	 No matter how varied are the origins of these 

circumstances or the nature of our responses to them, 

they all have consequences.  They are the products of 

our policies and reflect the mixture of social, economic 

and political pain which formed them.  Unfortunately, 

like DNA, these circumstances and the way we treat 

them are quite capable of issuing instructions to, and 

imposing behavior upon, following generations.

	 We inhabit a country whose “leaders” 

regularly portray it as “the greatest” in its wealth, 

military strength, education, health care, work force, 

etc.  Much of this is pure political hyperbole, but the 

chorus of self-praise that goes out to the rest of the 

world does not convince as readily as it does at home.

	 Looking at the kind of problems we have listed 

here, are we to believe that the strongest,  richest 

and most favored nation in the history of our planet 

is unable to solve them?   There is a real and enduring 

conflict here and our collective failure to identify and 

resolve it continues to obscure our genuine national 

interest.

	 The truth is that our true national interest is 

held captive to the ineptness and corruption of our 

elected government.  This is a truth that only America’s 

voters can change.  While group dynamics are difficult 

to accurately analyze and forecast, it seems that with 

the recent protests against Wall Street we are moving 

towards an expanded public effort to bring about 

change in our political menu.

	 Too many viewers of the Occupy Wall Street 

movement find fault because its message is not in 

Power Point form.  What is truly important is that it is 

exerting a form of pressure which our political class 

will find difficult to avoid and which will force it to 

change the way it responds to public concerns.

	 We have had moments like this before, but as 

the campaigns and hoopla heat up, as the money starts 

to flow far and fast and the TV commercials approach 

saturation frequency, then the voting public seems 

to drop back and melt into the officially designated 

Republican and Democrat backgrounds.

	 In view of the enormous failures of our political 

process over the past two decades, Americans must 

come to realize that Washington politics under our 

two party system will not be able to make necessary 

changes in the direction of good government by merely 

changing the party in power.  What has to be changed is 

the way we think — about ourselves, our government 

and its origins, our environment, our politics, our 

planet and our future.

	 This is a large order and will not be easy, but we 

are surrounded by our failures, not our successes.  We 

can wallow in them a while longer, or we can summon 

the effort and courage needed to raise ourselves to 

something better.

	 America has produced many fine moments, 

but unfortunately ours is not one of them.  We have 

betrayed our principles and must now reclaim our true 

identity.

*             *               *

	 There have been many billions of words 

written about economics in the course of mankind’s 

societal development.  And yet this global topic owes 

its relevance to only one circumstance — everyone, 

every government and every institution is engaged 

in economic activity in some way.  Bankers, farmers, 

priests, industrial laborers, doctors, schools, 

hospitals, social workers, teachers, parents, lawyers, 

politicians, charities, athletes, students, young/

old, rich/poor, tropical/arctic — all are involved in 

economic efforts, some to secure minimal sustenance 

and others to amass extraordinary wealth.

	 But while this vital paradigm extends to every 

part of our planet, its present monetary measurement 

and scale is relatively recent, for as recently as five 

thousand years ago the only form of economic exchange 

was the barter system.  It was one-on-one and based 

on the needs or desires of the trading parties, rather 

than the price of a commodity or a government stated 

value for an instrument of exchange.

	 Transactions were simple, buy/sell procedures 

whereby the desire of one party met the need of another.  

Credit and banks would come later as populations and 

commerce grew and spread.

	 Today’s enormously magnified pace, reach and 

value of our global economy has created a veil behind 

which other activities take place and agendas are 

pursued which are not primarily economic in nature but 

do have an economic impact.  Regardless of motivation, 

they have “hitched a ride” on the economic highway 

and have become part of our society’s journey to its 
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unknown destination.

	 One of these has to do with relative wealth — 

the difference in our social, political and economic 

experiences for those at the base and the top of our 

economic ladder.  These differences exist at individual, 

national, regional levels.  They are not fixed in time or 

place.  Indeed, like dark matter, they can be everywhere 

at once and can dispense severe pain or pleasing 

satisfaction depending upon perspective.  It should be 

no surprise that echoes from the struggle between 

“fair” and “more” can be heard.

	 The last half century has been witness to some 

remarkable “shifts” within our nation’s economy.  

For instance, in the 1977-2007 period, income for the 

wealthiest one tenth of one percent of Americans more 

than quadrupled and the individual income tax rate 

for the 400 top taxpayers in roughly the same period 

declined from over 40% to less than 17%11.

	 From about 1980 to the early 2000s our 

financial sector’s share of corporate profits rose 

from 15% to 33% and in about the same time its debt 

exploded from $3 trillion to $36 trillion.  The ten 

biggest banks held more than 75% of our banking 

assets and publicly traded Wall Street firms reported 

a compensation records of $135 billion12.

	 These are serious statistics by themselves and 

made more so at a time when 24 million Americans do not 

have full time employment and the recession has seen 

nearly $9 trillion of household wealth disappear13. 

	 Increasingly, evidence points to an expanding 

gap between upper and lower financial levels that 

includes corporate earnings and compensation as well 

as government legislation and regulatory changes.  

The most significant example of the latter was Pres. 

Clinton’s successful push to repeal the Glass Steagall 

Act, passed during the Great Depression, which 

mandated the separation of commercial and investment 

banking activities.

	 The sources for the above figures and other 

observers emphasize the role of Washington’s lobbyists 

in vastly increasing corporate participation and 

influence in financial policy, and view them as having 

created an imbalance that has lessened government’s 

ability to represent the middle and lower classes of 

our society.

	 If true, this sets up a classic political 

confrontation between legislators that favor the few 

and the numerically superior middle/lower classes that 

elect them.  The outcome is already visible in recent 

defeats of incumbents in both parties and in the spate 

of announcements by members of Congress who have 

chosen not to run for office again.  As voting patterns 

and results emerge in the future, it is highly likely 

that this form of political tension will increase.	

*             *               *

	 We are entering our third year of trillion 

dollar annual budget deficits with little or no relief 

indicated.  These numbers tell an unhappy story and 

they capture our attention, but behind them, behind the 

economic veil, we are faced with the unavoidable truth 

that they are the results of public policies formulated 

and legislated by both of our political parties.  Policy 

failure is a fact of political and economic life, as 

clearly and recently evidenced in our government’s 

attempt to provide mortgage modification assistance to 

troubled homeowners.  Hoping to provide relief to 3 to 

4 million homeowners, less than a million have derived 

any real benefit from this program14.

	 But nowhere is the failure of our government’s 

financial policy more clear than in the matter of our 

national debt.  Disregarding its earlier history, if 

we look only at the postwar record what we see is 

appalling.

	 Commencing in 1945 our debt stayed fairly level 

in the $300 billion range until 1970.  From then until 

1982 it moved in small but steady amounts to the $1 

trillion mark.  The second trillion was added in 1986 

and the third by 1990.  From that time on the graph 

becomes ever steeper, the increases larger and more 

frequent and the choices fewer.  What is visible is no 

less than an out of control addiction.

	 Do we continue to borrow, spend and print 

money?  Or do we slam on the brakes having neglected 

to fasten our seat belts?  Either way, whatever form 

of medicine we choose, it will cause real pain in other 

societies and systems as well as our own.  This is the 

“flip” side of being the sole superpower and, whatever 

we decide, our press clippings will be less fun to read.

	 Addiction is an ugly and dangerous process.  

Political addiction is especially so.  After WWII we, and 

others, entertained the belief that through the UN we 

could move towards a unified and peaceful world.  The 

record is somewhat different, but the hope still exists.

	 The world may be transitioning from the rule 

of nation states, as some would have us believe, but, if 

so, are we on a bridge to nowhere?  What will be the 

form of government that will replace nations?

	 We cannot now imagine answers to questions 

such as these.  We know only that all efforts in the 

past to provide a more unified system of multiple 

governments have failed.

	 One of the reasons for this is the importance 

of our now increasingly global economic patterns.  

But they, too, yield more questions than answers,  The 

human factor, the vox populi, is an unsettling one, and 

it dominates our finances and our politics.  It must be 

heard, and its message, like our economics, is neither 

clear nor consistent.
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. . . . AND FURTHER BEYOND

	 Behind the veil of economics the relentless 

struggle between “fair” and “more” continues.  We 

should not make the mistake of thinking it is specific 

to our era.  It is not.  It has been fought in many times 

and places.  Its competing forces include ambition, 

greed, power, wealth, status, pride and other human 

interactions which play out in pitched battles or 

minor skirmishes.  They are global in their reach 

and transcend differences in language, currency 

or culture.  They have become the ambassadors, the 

advance men, for the new global economics of our age, 

and they bear their share of its deceptions.  Their work 

is endless and their efforts seemingly tireless in their 

pursuit of relevance, or integration or dominance or 

whatever else is needed to move towards unreachable 

goals.

	 The economic veil obscures other conflicts 

that call for our immediate attention such as the 

confrontation between technology and our planet’s 

carrying capacity regarding waste, the environment, 

population and other “foot-print forces” of our 

civilization.

	 One such impending conflict is that between two 

real and powerful natures — between our planetary, 

physical nature, often referred to as mother nature, 

and its errant offspring, human nature.

	 Our country has made some very serious and 

unnecessary mistakes in its postwar economic policies, 

but we have had the company, willing or not, of other 

nations who allowed their economic goals to conceal 

their social, human and political failures.

	 What is needed in all this is a new way of 

thinking that can become acceptable to all.  The UN and 

the EU were early efforts in this direction, but have 

not been able to accomplish what they intended.  For 

the UN its failure has been mostly political; for the EU, 

economic.

	 This does not mean that they are complete 

failures.  They are structures which can be put to 

good use, but they have not been wholly successful in 

achieving their original purposes.  That will require 

a different level of thinking for both their members 

and their managements.  We should recall again Dr. 

Albert Einstein’s insight on page 3.  This should be the 

standard which we apply to repairing our government 

and solving its wide range of problems.

ECD 10/25/11
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13 	Ibid
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Margaret Carlson
15 	WEEKLY TELEGRAPH, LONDON 10/19 - 10/25/11

EDITOR’S BIO

Mr. Ault is retired from business, a graduate of Yale 

University, and the author of A Retail Food Study (La Roche 

& Co. NYC, NY 1957) which described the emergence and 

growing dominance of the supermarket in American food 

retailing; and eminent disdain: the triumph of cynicism over 

integrity in 21st century america. 

	

Correction:  A serious misprint occured on page 

10 of our July issue (#32).  In column 2 about 

third of the way down the page appears the 

formula H = P x A x T. The “H” is wrong and the 

proper spelling is I = P x A x T.   Our appologies 

for this error.

The Author’s second book, Who Lost America?, 

covers issues 19 thru 27.  It is now available 

through the publisher, Author House, at 888-

280-7715 or online at authorhouse.com  On or 

about November 21 it should also be available 

online at Amazon.com and Barnes and Noble.com

As the year end and its holy days approach, 

we send our readers our best wishes for their 

celebration and for the coming new year.
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