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Foreword

I WAS ONCE asked to provide some advice to a company that at one point had a product that was not only the best in its class, but also technically far ahead of its competition. It created a better way of offering its service, and customers loved it and paid for it.

Then it made a fatal mistake.

It asked its customers what features they wanted to see in the product and then delivered on those features. It seemed like good business: Ask your customers what they want, and then give it to them.

Unfortunately for this company, its competitor didn’t ask its customers what they wanted. Instead, the competitor had a vision of doing things differently. As a result, they did it better. Their customers didn’t really see the value or need for those features until they saw the product. When they tried it, they loved it.

So what did the company I was working with do when it saw what the competition was doing, despite my admonitions to do otherwise? It repeated its mistake and once again asked its customers what they wanted in the product. Of course the customers responded with features that they now loved from the competitor, while the competitor continued to innovate.

The paradigm had shifted. Innovation had paved the way. The company I was advising? I made them memorize what Alan Kay once said: “The best way to predict the future is to invent it.”

Consumers aren’t sages. They aren’t in the business of imagining the next great thing. That’s the job of innovators, who don’t have a choice. To borrow a phrase from my friend, Gary Shapiro, they either “innovate or die.” Those who rely on someone else to tell them what the future holds usually find themselves six feet under before they even realize they’re in the coffin.

But progress—real progress—is like that. It’s punishing and it’s merciless.

It’s also absolutely vital for the continued prosperity of the United States. As Shapiro makes abundantly clear in the pages that follow, innovation is America’s economic salvation. It creates wealth, jobs, even entire industries where nothing existed before. And innovation is the key in reversing our decline.

Like that company I worked with, our government is making a fatal mistake. It believes it is acting like a good business when it treats our economy like a focus group, asking each member of the group what it likes and what it doesn’t like. Taking these answers, it then attempts to fashion our economic policy.

The results of this “innovation by committee” are plain for all to see: exploding deficits, minimal growth, anemic job creation, and an ever-growing reliance on government aid. Whether under Republican or Democratic administrations or Congresses, the United States has been mired in uncertainty for years.

This book is about how to reverse this process and restart America’s innovation engine. It’s about how to get American back on track and reassert our preeminence in the world.

I have had the privilege of knowing Gary Shapiro for many years. He has been at the forefront of protecting America’s innovators since he helped beat back an attempt by the content community to bury the VCR thirty years ago. That was a defining moment for Shapiro, as it would be for the revolution in consumer electronics that followed. It was a fight that showed that the success or failure of innovation has as much to do with the effort to defend it as it does with the usefulness of the product.

I also worked closely with Shapiro as he helped lead the national transition to digital television. That successful effort disrupted the status quo but changed our nation for the better. Of course, along with thousands of others, I have also been to International CES, where innovation and the future are on display.

The result of those thirty years Shapiro has spent in the trenches, fighting for innovation, has led to the ideas presented here. This book is a policy guide for our lawmakers to follow if they are serious about fully enabling America’s unique culture of entrepreneurship. He presents a disturbing picture of our current situation, and offers the tough choices we’ll need to make to get ourselves out of it.

You probably won’t agree with every one of his ideas. Whether you’re a Republican or a Democrat, conservative or liberal, there’s going to be something in this book that will challenge your long-held beliefs. Let it. It’s time we stop focusing on the success of one party or ideology, and start focusing on the success of our country.

But this book is more than a policy memo, too. It is a plea from one American to another to remember the American Dream—the Dream that the author has lived, the Dream that I have been fortunate to live. The Dream our ancestors came to this country to live.

Mark Cuban

October 2010


Preface

MY DEFINING MOMENT occurred In July 2008 at a lavish hotel in Qingdao, China. At a formal banquet I sat next to the head of the province, the top Communist presiding over some 100 million Chinese. With fewer than ten words, he changed me. In a few brief seconds, he planted a seed. This seed I received uneasily. In fact, for a while I just used it as an amusing anecdote. But the seed expanded, changed, and grew into a tree of resolve. This annoying man catalyzed my grief, denial, thought, and action—but never my acceptance.

I sat next to him as part of the formal opening banquet for the SINOCES, a trade show held each year in the beautiful coastal city of Qingdao. Little did I know, this event had started several years earlier and had borrowed part of the name from the International Consumer Electronics Show (CES). At the Consumer Electronics Association, CES is our pride and joy. It is the world’s largest and most exciting homage to consumer technology innovation. Held each January in Las Vegas, with more than 2,500 companies exhibiting cool new stuff, International CES attracts more than 125,000 leaders from business, media, and government from around the world.

Based in Arlington, Virginia, the Consumer Electronics Association (CEA) is a nonprofit trade association of some 2,000 American companies who make and sell technology products. I have worked for or at CEA since I was a law student in 1979. Throughout my time here, I have been a part of every innovation, from the VCR and the PC to the CD to the Internet. By producing our CES trade show and guiding our government policy to foster and encourage innovation, I have had a front row seat in witnessing a technology innovation revolution. I have been privileged to see innovations that have changed the world, created millions of new jobs, and transformed how we receive information, entertainment, and education.

It has not always been easy. Technology innovation has also changed other industries, and not in pleasant ways. Innovation breeds progress, but it also destroys. Ask a typewriter mechanic if he has a lot of clients these days. We have fought many fights, but for the most part, we won the battles that would have restricted progress, and the world is now better. I am extremely proud that we have improved the world through innovative technology.

I anticipate each year’s International CES like a kid entering a toy store. Nothing is more exciting than the new innovations and technologies and seeing how each of 2,500 companies position themselves to buyers, the media, investors, and the important executives. So as the CEO of the organization owning the CES name, I knew we had to act when we learned the CES name was being used in China with “SINOCES” without our permission.

SINOCES was created in 2001 by the electronics trade association in China and the city of Qingdao (famous for the Tsingdao beer). I knew a lawsuit in China was impractical, so we cut a deal. As both the city of Qingdao and our Chinese sister association shared our desire to create a big technology event for Asia, we negotiated a partnership through which we licensed our name, received a cut of the revenue, and helped with marketing, programs, speakers, and attendees. We also brought an American delegation, of which I was a member. It was a nice relationship—at least until 2008, when the economy softened.

Before the fall, the Chinese would do anything for us—even at the expense of their citizens. For example, in 2005, my wife Susan and I arrived in Beijing late, missing our connecting flight to Qingdao. The next few flights to Qingdao were full, so we told our partners we would not arrive until the next day. They said to stay put in the Beijing Airport. Within ten minutes, an official found us and whisked us to the Qingdao-bound plane waiting to take off on the tarmac. Two Chinese citizens had “voluntarily” given up their seats to accommodate us. Indeed, the Chinese did everything possible to give us an amazing experience, including police escorts and many celebratory meals.

Of course this graciousness is the result of a government that is a bit less democratic than ours. I knew those two Chinese passengers would not have given up their seats if we were in America. And for this reason I accepted the Chinese government’s hospitality with a grain of salt.

But in 2008, things changed. For one, in April, Susan and I had a baby. Our healthy baby, Mark, was a delightful surprise, especially thrilling my wife’s parents. My wife was an only child, and her immigrant parents by then were not expecting any grandchildren. I had two adult children from a prior marriage, but this miracle child later in life challenged me to think about the future—in particular, I wondered what kind of future he would have, knowing I probably would not be around for most of his life.

In 2008, the American economy also spiraled downward as the reality of the sub-prime mortgage debacle unfolded. It not only began a series of events affecting millions of Americans and Wall Street, but, as I learned, it also affected the Chinese and how they viewed the United States.

At the July 2008 event, from the moment I arrived in Qingdao, I was responding to questions about the American economy from our hosts and the Chinese press. At each protocol meeting, I was pressed by the Chinese on the issue of American sub-prime mortgages. They made it clear how unhappy they were with Americans, and they blamed our sub-prime mortgage problems on their reduced growth and sales. Clearly, they had ambitious growth goals, and jobs were on the line.

We had “protocol” meetings where I would sit in a big white chair next to an important Chinese government official or company executive. We would be separated by a coffee table with a huge bouquet of fragrant flowers, and behind us would sit two interpreters, one for each of us. Lined up in chairs by status and seniority on each side were our respective delegations, who had to feign interest as we talked in the time-consuming process of sequential English-to-Chinese and Chinese-to-English translations. Each meeting would begin with the sipping of the hot tea served by hostesses selected for the honor based on beauty and English proficiency. After the niceties, I would introduce our delegation, which included several American business executives interested in selling to or buying from the Chinese.

The final protocol meeting of the day was with a top Communist government leader. Although he was speaking Chinese, when I heard “sub-prime mortgage” I knew where he was heading. As protocol dictates, I listened intently. Despite my outward head-shaking and focus, inwardly I was constructing a different answer than I had been giving earlier. Previously I had responded to the sub-prime mortgage issue by saying that the American economy is the strongest in the world, that this is a minor blip and we will get through this and emerge stronger. I also insisted that the important thing is that trade between our two nations be bilateral. I raised issues of U.S. concern, including unbalanced trade, the environment, working conditions, piracy of intellectual property, restrictions on American exports to China, and the value of the Chinese currency.

But I decided to try a different approach in this final meeting. I told the Chinese government official I had good news. I turned to the American delegation and said that I understood his concerns about sub-prime mortgages. I then informed him that not one American in our delegation had a sub-prime mortgage. You could tell by their heartfelt laughter which Chinese official understood English. That deflected the situation immediately, at least for the couple of hours before the opening banquet and my transformational interaction with the senior Communist Chinese official.

The banquet began with speeches and toasts, and I was seated next to the head of the entire province. This Communist official seemed particularly grumpy and, in an earlier protocol meeting, had berated me for the U.S. sub-prime problems. As he was the top Chinese official and I was the top American, we were seated in the center of the VIP table with interpreters seated behind us. The speeches had ended, the entertainers had not yet taken the stage, and a moment for conversation had begun. And that’s when it happened.

He turned to me and pointed his thumb up in the air. “China going up,” he said in English. I nodded.

He then turned his thumb down and moved his hand toward the floor. “U.S. going down,” he declared.

I was stunned. I did not immediately respond. I felt my blood boiling. In fact, I wanted to punch him.

I pulled my chair back, excused myself, and walked over to one of my board members, Henry Chiarelli, a wonderful Italian American and former Radio Shack executive. Henry calmed me down, and we shared some choice words about this repugnant idiot.

Every day since then, I have thought about that brief exchange. For a while, I chided myself for not having some immediate comeback. I could have responded by putting my thumb on the floor and showing China’s rise one inch and then standing on my chair and showing the United States going down one inch. Or I could have simply slugged him and suffered the consequences.

But a couple of weeks later in Chicago at a CEA meeting, Henry was kind enough to describe my actions to his board colleagues as diplomacy under fire. That recognition—that I should not be angry at myself or even care what some coarse Communist official said— transformed my views. My anger over this Chinese insult transformed into a horrible conclusion. It is not that China was going up—that is a fact. Good for them.

Rather, it is the corollary fact: America is going down. The truth can hurt.

This appears so harsh in print. It is unfashionable to acknowledge and, some would argue, unpatriotic to declare the decline of one’s country. Politicians don’t get elected and business leaders don’t succeed and books don’t sell by declaring that America is faltering. Such a statement defies our culture of optimism and the sense of greatness that defines America.

But Americans are not stupid, and when presented with the facts, we can deal with them.

The fact of the decline is unmistakable. It stems from our choking debt and is exacerbated by government actions making the situation worse. The sub-prime mortgage debacle of 2008 was our clarion call.

I am as responsible as anyone. I knew about it. I certainly could have done more. I warned about it in our association magazine; I spoke about it when I gave speeches. In a 2007 meeting, I urged a Federal Trade Commissioner to focus on sub-prime mortgages when he summoned me to his office, concerned that Americans did not fully understand the transition to digital television.

Indeed, in 2007 and 2008, when consumer group and government leaders were concerned about the transition to digital television, I was consistent in raising the issue. I would say—even as head of the world’s largest consumer electronics trade association—that losing television service for a few days is of minor importance compared to the fact that millions of Americans would lose their homes because they did not understand the mortgage documents they had signed.

In retrospect, I should have shouted louder. After all, what is more important to the innovation industry than the overall health of the U.S. economy? Or, more crassly, we sell fewer new products and services to nations with struggling economies. And years later, our economy is still struggling from the impact of the sub-prime crisis. In retrospect, what issue was more important than the harsh impact of sub-prime mortgages on the U.S. economy?

I still keep wondering why I have heard not one person in any position of responsibility actually take responsibility. How is it that we faced an easily foreseeable crisis and no one is responsible? What about the executives who headed the mortgage lenders like Countrywide and Washington Mutual? Other than some minor civil fines, they are living nicely thanks to their ill-gotten gains. What about the political leaders who rejected Bush Administration pleas to reform the promiscuous lending entities? Some are still ensconced in Congress and congratulating themselves for passing the 2010 financial “reform” legislation.

What about the Clinton and Bush Administration regulators who did not do their jobs and review these schemes for fraud and ascertain that mortgage applications were being checked and verified? What of the consumer groups advocating for housing ownership by the poor and greater equality of income? They are still encouraging laws that put lower-class Americans in a precarious financial position.

What of the bond-rating agencies who packaged the sub-prime mortgages and rated them safe? Author Michael Lewis in The Big Short describes how these agencies relied on borrower credit scores and cleverly included lending to recent immigrants (with no bad credit history and thus high scores) to give high average scores and thus high ratings to sub-prime notes. Yet these agencies and their executives continue to prosper.

What of the investigative journalists who missed this obvious story?

Housing mortgages don’t have much to do with innovation. But the story from beginning to end, when it ends, revealed that our government is wildly ill-suited to manage our economy. Our government’s response to the sub-prime mortgage disaster underscores a blinding incompetence that is hard to fathom. The response was but the latest in a multitude of foolish mistakes that have crippled America’s number one brand: innovation. That Chinese Communist was correct. And unless we accept that, we will never return to our once-unconquerable heights.

My dream is to return to China in ten years and meet with him again. Behind me, I want a strong U.S. economy, building markets and expanding humanity’s technological progress. I want him to envy America, rather than look down his nose at us. I want to return to that Chinese man and extend my thumb, pointing upward.


1
America’s Decline

A TALE OF TWO CITIES

Almost every week, I experience a tale of two cities as I travel from Washington, D.C., to Detroit to see my wife and toddler son. For Washington, it is the best of times. Today’s U.S. Department of Labor numbers show that the Washington area’s 6.4 percent unemployment is the lowest of any large area in the nation. Washington area home prices are up 9 percent.1

The Washington economy is supercharged by the inflow of new federal government spending and the legal and lobbying business generated by the government proposing and issuing new federal laws and regulations. Even the quiet missions of Washington trade associations are growing as the government rushes to legislate and regulate. Americans outside Washington are paying ever more to Washington-based experts to explain massive 2,000-page bills as well as multitudes of proposed rules.

More than 10,000 lobbyists are formally registered to lobby the federal government. Interest groups, including unions, businesses, and the AARP, reported spending $3.5 billion in 2009 to influence the federal government, and likely even more was spent in 2010.



American Bar Association statistics reveal that the number of “active, resident” lawyers in Washington, D.C., jumped from 46,689 in 2008 to 48,456 in 2009. This increase is the second highest in the nation, with only New York adding more lawyers. Washington, D.C. now has one lawyer for every twelve D.C. residents. This is more than ten times the rate of the next most-lawyered state, New York, which has one lawyer for every 127 citizens.

Why the large number and growth in lawyers and lobbyists? The Obama Administration and Congress have been legislating and regulating to a degree unparalleled in our lives. This fuels the Washington metropolitan area economy, making it the nation’s wealthiest area by almost every definition, even as the rest of the national economy struggles. And the Washington boom will continue as the federal government hires thousands of new employees to implement the mandates of the health-care and financial reform bills as well as many little-noticed new bills.

Forbes.com reports that six of the ten wealthiest counties in the nation surround Washington, D.C. Washington, that most unique of American cities, is ever growing, ever expanding.2 It does not know recessions because it does not produce anything consumers can reject. You must purchase what Washington is selling. You pay for your required purchases with taxes, which feed Washington more than any other city in the country.

Indeed, it is the best of times for our nation’s capital.

For Detroit, it is the worst of times and has been for some time. Over the last fifty years, the city has lost more than half its population. Despite an influx of Washington stimulus cash, the 2010 Census shows that Detroit is still bleeding residents, losing over 1,700 people in 2009, second only to Cleveland.3 As they say, people vote with their feet, and the flight from Detroit mirrors a larger national trend, with states like Michigan, New York, and Illinois suffering net population losses over the past ten years. People go where there’s opportunity, and there simply isn’t any in Detroit.



What a difference a couple of decades make. In my lifetime, albeit when I was young, Detroit represented the epitome of the American Dream. It was a destination city for entrepreneurs, innovators, executives, blue-collar workers, and thousands of poor African Americans fleeing the bigotry of the Jim Crow South. Now, the children of those dream-seekers can’t wait to leave.

As I leave the Detroit airport to see my family, the anecdotal evidence bears this out. The unprecedented number of “for sale” signs, abandoned buildings, and empty lots tell the story of Detroit’s vast decline. ABC News reported that, in March 2010, more than 33,000 Detroit homes were believed to be vacant.4

Meanwhile, the economic numbers reveal a city struggling with high unemployment and a flaccid business environment. In the summer of 2010, Detroit’s unemployment rate was over 20 percent, twice as high as the national average. And even before the current economic downturn, Detroit led major metropolitan areas in unemployment trauma. Between 2000 and the first quarter of 2010, Detroit lost over 270,000 jobs, making it the worst out of 363 job markets measured by the U.S. Conference of Mayors.

Of course, Detroit’s decline is tied to the absolute and relative decline of the Big Three auto manufacturers, which remain the city’s largest employers. Fifty years ago, these distinctly American companies were the Dells, Microsofts, and Apples of the American economy. Although the United States didn’t invent the automobile, this country made it its own—indeed, never in the history of mankind had such an advanced technological achievement been available to so many. The American car in the middle of the twentieth century was what the personal computer would be at the end: one in every home.



And although the car is very much still with us, Detroit’s day is, as I look out the window, all but over. It survives only by the largesse of that other city I call home: Washington. The relative opulence of Washington compared to the distress of Detroit epitomizes a challenged nation. With apologies to Dickens, this tale of two cities is the story of the expansion of the public sector and the decay of the private sector. It is the story of how the public sector, ever growing, feeds on the wealth generated by the private sector. It is the story of how a once great American industry now must beg, hat in hand, at the table of Washington.

And it’s a tale I see all over the country, not just on my weekly trips back and forth between Detroit and Washington. Detroit, once the most innovative city in the country, is dying, and America’s innovative spirit is dying with it. In its place are the lawyers and lobbyists of Washington, who spend their work days trying to get the largest share of the Washington handout of taxpayers’ money.

It’s the story of the decline of America.

THE FAILURE OF A GENERATION

My parents’ generation worked hard to give my generation, the so-called Baby Boomers, a better world. They worked hard so we could be educated. They endured depressions and fought wars to give us a better future. They sacrificed so we would have a better life. They died knowing they gave it their all, did the right thing, and succeeded.

Sadly, my generation will not pass on with the comforting thought that we have done our children well. We are the first American generation that has failed to sacrifice for the next generation. Instead, we have stolen from them. We have lived for today. Every jobs bill, unemployment payments extension, corporate bailout, subsidy of state liabilities, and stimulus package; every increase in public pensions, Medicare, Social Security, and prescription drug and health-care coverage is a new debt we pile on our children. These benefits, which we bestow on ourselves, lift us briefly. But they massively burden our children and their children.

And with each heralded calamity, we focus on how to spend more money that we don’t have rather than on the opportunity to make tough choices and solve long-term problems. Instead, the crisis is an opportunity for a politician to fund his favorite spending program or for Congress to build another layer of bureaucracy. We can summarize this attitude of ours with the words from President Obama’s first White House Chief of Staff, Rahm Emanuel: “Never let a crisis go to waste.”

Which is why our children will be the first generation of Americans to inherit a more difficult life. While they will be enriched by technology, they will be poorer by other, more important measures. They will inherit a nation with more debt, less wealth, and greater challenges. More, they may not be equipped to deal with the intense competitiveness of a global economy.

We are already seeing burdens we put on our children and grandchildren. Spending and pension obligations at the municipal level are forcing cities to cut somewhere, and so we see austerity measures like “Furlough Fridays” for students and teachers, reduced foreign language and music courses, and larger classrooms with fewer instructors. These cuts are a transfer of wealth from the young to the old. We are now cannibalizing our children’s education to pay for our retirement. This is intergenerational theft. We are greedy geezers.

Our generation is but a link in the chain of generations. But now we are the weakest link. We have blithely assumed that our nation, which has been great, will continue to be great without our making it so. That is the curse of success: We assume prosperity is just something that happens, not something you work for. We had better start working, or history will record us as the generation that destroyed our children’s future.

Right now, the future looks pretty bleak. As I survey the economic, political, and social elements of America at the moment, I don’t see a society prepared to face a more competitive, more interconnected global future. The United States is drowning in debt, its political leaders are focused on false solutions, and we are failing to prepare our next generation to confront tomorrow’s challenges.

In short, we are deliberately pushing our nation into a decline. But before we can talk about arresting that decline, we have to properly and honestly assess the severity of our problems. And those problems begin with our economy.

BEWARE THE GREEKS

For decades now, the United States, supported by a stable political system and a growing private sector, has been able to avoid economic realities. Policies and habits that would undo a lesser country are standard operating procedure in the United States, precisely because our underlying economic and political foundations have been sound. But the party is ending.

Although Greece’s output is just over 2 percent of the European Union economy, its financial collapse in the first half of 2010 roiled continental markets and required an international bailout. Imagine what would happen to U.S. markets if California, which is 13 percent of the national economy, experienced a Greek-style implosion.

A study by a group at Stanford University pegs California’s unfunded pension liabilities at $500 billion. But that only includes California’s own state debt. When you factor in California’s 13 percent stake in the U.S. economy, which is saddled with $13 trillion in debt, the state’s total debt liability is over $2 trillion.

In many ways, California as a state has bigger problems than Greece as a country. The unemployment rate in California is higher than that of Greece. Much has been made of the ability of Greek government workers to retire at the age of fifty-three. In California, government workers can retire at fifty-five. As defeated gubernatorial candidate Meg Whitman noted during her campaign, the amount California spends on its pension programs has increased by 2,000 percent in the last decade to over $7 billion annually.5 More, while California lost over one million private sector jobs since 2007, California’s public employment has remained flat.6

In fact, if California were an independent nation, it probably would have suffered Greece’s fate a long time ago. The only thing keeping California—and Michigan, and Illinois, and New York— afloat is the resiliency of the U.S. economy, which is the best long-term bet in the world.

Or at least it used to be.

According to White House estimates, our total federal government debt will be $20.3 trillion by 2020.7 But this doesn’t factor in the unfunded liabilities associated with Medicare and Social Security. Also, this burden assumes no further crises, wars, or bailouts of state and local governments over the next ten years—not exactly realistic assumptions. This 2020 debt amount—$20.3 trillion—is if nothing changes at all. And the interest alone on $20.5 trillion, roughly $500 billion per year, would swallow about a third of today’s entire federal budget. The Congressional Budget Office (CBO) says that if we keep on this path, we will raise the federal debt to 90 percent of the nation’s economic output by 2020.



How Will Our Huge Annual String of Deficits and Growing Total Debt Affect us?

Well, take your pick. There’s the example of Japan, which suffered in the 1990s from what was known as the “lost decade.” Following a real estate crunch in the early part of the decade, Japan responded with massive stimulus packages to boost economic growth. To offset the rising deficits these spending packages created, Japan had to raise taxes, which destroyed the fragile recovery and ensured that the crisis continued for several more years.

Or we could follow the scenario of present-day Greece. As our federal deficits continue to grow unchecked, the international community will eventually lose confidence in the U.S. government as a good investment. Our debt rating will go down, our interest expense will increase, the federal government will impose austerity, and government workers will revolt.

As quickly as Greece collapsed, the United States could find itself a second-rate economic power. The dollar’s replacement as the world’s reserve currency would be the least of our problems. Rebuilding America’s credit would take precedence over any other domestic priority, which would require taxes at least twice as high as they are now. In short, the private sector would exist to rebuild the public sector—at least, much more than it already does. America’s economic engine would sputter for decades.

Or more immediately, we will see states and local governments facing a condition equivalent to bankruptcy. These governments survived 2009 and 2010 thanks to receiving one-third of the $787 billion stimulus package, courtesy of the U.S. taxpayer, plus another late 2010 bailout from Congress in the form of Medicaid and unemployment insurance assistance. Predictably this has allowed the worst offenders—California, New York, and Illinois— to delay addressing their structural problems of bloated state payrolls and huge pension obligations and they still look to Uncle Sam. California’s 2011 budget simply assumes an additional $5 billion gift from Congress. The Ponzi scheme can’t continue, and it won’t continue.

Whether we’re talking about federal or state obligations, those debts must be paid—or, more realistically, the federal and state governments must at least put forth a good-faith effort to control our debts and begin to live within their means. We have seen what happens when those debts are called in: Beware the Greeks.

DEMOCRATS CAN’T ADD; REPUBLICANS CAN’T SUBTRACT

But are our political leaders honest (and mature) enough to address our economic and budgetary problems in a forthright and realistic way? Are they prepared to do what my parents’ generation did and accept that sacrifice is required?

Given the last few years, there’s no reason to think they will.

Across the ideological spectrum, our political leadership has become more political and less leader. With a different crisis dominating the headlines every week—from bankruptcies to bailouts, from bonuses to stimulus packages, from global warming to health care, from unemployment to madmen terrorists, from education to oil spills—our political leaders run about like chickens without heads. There is no coherent focus in Washington; there’s just politics. Consider the last two years of major policy changes, which have come too swiftly to comprehend:

[image: image] The 2008 TARP bill. Total cost: $700 billion. Total debate time: TARP passes Congress in two weeks.

[image: image] The 2009 stimulus package. Total cost: $787 billion. Total debate time: The House voted ten hours after the bill was printed.

[image: image] The 2010 “Obamacare.” Total cost: Unknown. Total debate time: House voted three days after bill was introduced.

To be fair, Congress did debate “Obamacare” at great length, several months in fact from end-to-end. But the problem was that the debate was never really about what was in the bill. Why? Because no one knew what was in the bill. As then–House Speaker Nancy Pelosi said—all too truthfully, as it would turn out—“We have to pass the bill so that you can find out what is in it.”

Indeed, within two months of the vote, the CBO “reissued” its scoring by adding over $115 billion in costs.8 No one (other than the White House on its Web site) even pretends any more that “Obamacare” will be “revenue neutral,” which is how the Democratic leadership persuaded wavering members to sign on. To this day, we still can’t say with any confidence how this bill will radically transform the American health-care system. Democrats think they know; Republicans think otherwise. This is what passes for serious and honest debate in Washington these days.

At the heart of our political impasses are the governing habits (I hesitate to call them philosophies) of the two parties. Democrats, we all know, are fond of being for the “little guy.” They believe in a taxation and spending model that, in their view, achieves a more equitable distribution of wealth. As such, they spend like drunken sailors, with little regard for the consequences of giving everyone everything (except of course “the rich”).

Meanwhile, Republicans are great believers in the free market and limited government. But the largest explosion of government prior to the passage of “Obamacare” occurred under the Bush Administration and a Republican-controlled Congress. Although they passed tax cuts and tore down trade and regulatory barriers to business, they didn’t have the political courage to enact serious spending cuts.

Our political problem is that Democrats can’t add, and Republicans can’t subtract. Democrats spend a lot and, when they can, raise taxes. Republicans won’t raise taxes, but they won’t cut spending. If you won’t raise taxes and won’t cut anything, then the cancerous deficit grows.

Think about it: The 2008 presidential contest was fought between a Republican who promised no new taxes and didn’t advocate cutting any major government programs and a Democrat who promised the largest expansion of government since LBJ’s Great Society and no new taxes for anyone making less than $250,000. We are looting from our children and grandchildren, and we had to choose between two candidates who were unwilling to even raise the tough issues.

Neither party has a real strategy focused on the long-term health of the nation. Rather, each has a philosophy and a set of programs designed for today. But what would you expect from a government full of Baby Boomers?

DO AS WE SAY, NOT AS WE DO

And what about that next generation, the one I’m so concerned my generation is, for want of a better phrase, stealing from?

On the one hand, this next generation is putting us all to shame. Since September 11, over 1.5 million Americans, a vast majority of them under twenty-five years old, have served in Iraq and Afghanistan.9 Many were in grade school when the Twin Towers fell, and yet they still took our nation’s wars upon themselves. It is awe-inspiring, and it is a sign of the greatness of this country that we still produce so many brave young people willing to serve.

On the other hand, because the rest of the rising generation is taking its sweet time to start acting and working like adults, many in my generation think they’re all a bunch of spoiled slackers. Indeed, 40 percent of twenty-somethings move back home, and nearly 30 percent fail to pay their bills on time. Twenty percent of the rising generation is carrying credit card debt exceeding $10,000.10

Meanwhile, in the 1970s, the median marrying age was twenty-one for women, twenty-three for men. Today, the median age is twenty-six for women, and twenty-eight for men. A new term has been coined in academic circles to describe this period of one’s life: “emerging adult.”

It conjures a particularly disturbing image:

Dad: “Hey, son. You’re a twenty-five-year-old college graduate. Why are you sleeping on our couch?”

Son: “Get with the times, Dad. I’ll get my own place, but right now I’m ‘emerging.’”

It would be easy to put the blame on the son in this scenario, if the economic prospects for the rising generation weren’t so bleak. Throughout 2010, the unemployment rate for workers under twenty-five was consistently double the national rate, usually in the 20 percent area. Moreover, this generation is graduating college with an average of $23,000 in student debt. Throughout the current economic downturn, about 37 percent of eighteen- to twenty-nine-year-olds have been underemployed, which is the highest share in three decades, according to a Pew Research Poll.



Whose fault is all this? It certainly isn’t theirs. They weren’t the ones creating bad policy. They weren’t the ones defaulting on a home mortgage they never should have signed. They weren’t the ones spending more than they had, in the false belief that the good times were here to stay. That’s all our fault. And it gets worse:

[image: image] Thirty-one Organization for Economic Cooperation and Development (OECD) countries scored higher, on average, than the U.S. in mathematics literacy.

[image: image] U.S. students scored lower on science literacy than their peers in sixteen of the other twenty-nine OECD countries.11

[image: image] Only 31 percent of U.S. bachelor’s degrees are awarded in science or engineering. (Japan’s rate is more than double ours.)

We fail to educate our children to compete in a global world. Too few younger Americans have critical science and math training. Even fewer speak Arabic, Chinese, or Farsi—the languages of the future global economy. Our colleges prepare too few children for twenty-first-century jobs.

And then we leave them with a mountain of debt. How can we expect the next generation to have it better than we had it if we’re teaching them all the wrong lessons? It’s simple: We can’t, and they won’t.

THE AMERICAN DREAM, REVISITED

This is why I have taken the time to survey for the reader the state of America at the end of the first decade of the twenty-first century, because we are in danger of forfeiting that which has made us uniquely great: the American Dream. The United States is not great because our armies have conquered the world. We are not great because our boundaries extend farther than any other country’s boundaries.

We are great because we offer anyone who comes here a simple deal: Work hard in our free society, and your children will have the opportunity for a better life than you had. That’s the American Dream, at least as millions upon millions of immigrants have understood it. And that’s what we are in danger of losing: Our children will not have it better than we did.

We have been shortsighted and reckless. We must acknowledge that, with our annual deficits and cumulative debt, America is in decline. From the Greeks and Romans to the French and English, history has followed the same pattern. Strong growth, optimism, and confidence transform into arrogance, entitlement, and complacency. The people, enamored of their standard of living, demand for free what their parents worked for. In turn, eager, prudent, and clever nations rise and replace the old ones.

If we want to preserve the American Dream, we need a framework for America’s future. We need an action plan that builds on our strengths and minimizes our weaknesses. It must be executed over the long term—I’m talking decades. And yes, it requires sacrifice for a better future.

Fortunately, the way forward isn’t a total secret. It’s the same path Americans from every age have followed. We are a nation of pioneers and innovators. We aim higher and go further than any other people on the globe. We look at barriers and see opportunity; we look at our lives and want to make them better.

What separates America from any other nation on the planet? Just this: We give our citizens the freedom to succeed, or at least we used to, and we reward those who see further or more creatively than anyone else. It’s what I call innovation, and it’s the key to our current troubles. It’s what built once-great cities like Detroit, and its decline is what has ruined them. Innovation is the engine of human progress, and for the last one hundred years, America has led that progress. It’s time to lead once again.

Our parents did their job. Let us do ours. This is our time.
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