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"You know, Paul, Reagan proved deficits don't matter. We won the midterms (congressional elections).
This is our due."
   – Dick Cheney, to Treasury Secretary Paul O’Neill, explaining why O’Neill was wrong to worry about
the effects a new round of tax cuts would have on the U.S. economy.  December 2002

“It’s very important when you consider even national security issues with Russia as Putin rears his head
and comes into the airspace of the United States of America, where, where do they go? It’s Alaska. It’s
just right over the border.”
   – Sarah Palin, to CBS reporter Katie Couric, explaining how Alaska’s proximity to Russia informs her
understanding of that nation.  September 2008

These quotes are both nonsense.

Both stem from a governance philosophy that emphasizes politics and ideology above all other
qualities.  The former is nonsense because it violates both common sense and basic economic principles;
the latter is simply gibberish.  Yet as a nation, we have based recent economic policy on this
disconnected-from-economic-reality ideology; we are also seriously considering placing someone with
little relevant background or experience the proverbial heartbeat away from the presidency.  All this
amazes me, and frames the two points I want to explore in today’s column.

The first point is based on the fact that September 30, 2008, marked the end of the federal
government’s fiscal year.  It also marked the day America’s total national debt hit the $10 trillion mark. 
(Graph 1)

That’s $10,000,000,000,000.

Roughly $33,000 in government debt for every US citizen.

Further, should the government continue to pile up debt the way it has the last couple of months,
by the time President Bush leaves office, the debt should be around $11 trillion, roughly twice what it was
when he was inaugurated in 2001.  And that doesn’t count last week’s $700 billion bailout, much less the
additional stimuli that seem increasingly likely.

This utterly dumbfounds me.  $10 trillion; half of it in the last eight years.  And it certainly begs a
question: What will we have bought for the $5-6 trillion President Bush will have had us borrow?  A
sound economy?  Not exactly.  Improved infrastructure?  Umm, nope.  A better education system or
manufacturing base or healthcare system?  Negative.  Peace in the Middle East?  Nope.  How about
energy independence or even the respect of other nations?  No on those scores as well.  Instead, it’s more
like we went on a really big bender, blowing through our credit cards and having little to show for it
except a hangover of monumental size and length.  Unbelievable.

Which is why Mr. Cheney’s quote continues to flabbergast me.  Even before the current credit
meltdown, no banker would loan to me if I walked in and said “my entire business plan is based on a
former president’s declaration that deficits don’t matter.”  Yet for the past eight years, that’s been the



core of our economic policy.  An odd kind of conservatism, to say the least.

That said, debt in and of itself is not bad.  Instead, the issue is excessive debt, and no amount of
wishful thinking on the part of our vice-president or anyone else can get around the fact that, as a nation,
we’ve knowingly piled on a crippling amount of debt.

Any clear-eyed analysis would also note that, until it wasn’t, the Bush borrowing binge was very
good to the financial world.  It also has been very good to Teton County, and has yet to bite us very hard.

Graph 2 illustrates how the financial world has benefitted from the massive increases in US debt. 
Perhaps it’s just a coincidence, but since President “Deficits don’t matter” Reagan was sworn in, both the
national debt and Dow Jones Industrial Average have increased ten-fold.  Again, this may just be
coincidence, but it strongly suggests that a sure-fire strategy for creating a stock market boom is to prime
the economy with trillions of borrowed dollars.  Unfortunately, though, events of the past few weeks
suggest the limitations of this strategy: Eventually, even the sunniest and most optimistic strategies run up
against economic fundamentals like “living within your means.”  Violate such principles, and you will
eventually feel the consequences.  So will your children.

Graph 3 illustrates how Teton County has benefitted from the Bush borrowing binge.  Since the
mid-1990s, Teton County has experienced a sharp rise in the percentage of our personal income
generated from investments; during the first five full years of the Bush administration, Teton County
ranked third among all American counties in how much of our income was generated from investments
(and the counties in first and second place don’t really count, as they have a combined population of
under 1000).

As a result, a pretty strong argument can be made that we in Jackson Hole have benefitted from
Bush-onomics more than any other county in America.  And benefit we have, with extraordinary amounts
of money being invested into the community in the form of charitable donations, new infrastructure,
improved services, and the like.  

By extension, it could be argued that we will also suffer less from the upcoming slowdown than
most other places in America.  Does this mean we’re going to come through unscathed?  No, of course
not.  But presumably our savvy investors will out-perform the down markets as they have the up markets. 
Additionally, as the Bush-legacy dollar remains weak, we’ll continue to see large numbers of foreign
tourists.  And as long as we don’t gut our land use policies to stimulate our soon-to-be-suffering
construction economy, we should continue to be a preferred primary residence, second-home, and
tourism destination for people of all ilks, especially the well-to-do.

But going forward, things are going to be markedly different for us as a nation, and not in a good
way.  Thankfully, it will be less bad for us as a community, but it still won’t be pretty.  That’s reality, and
that reality is at the root of the other point I’d like to make today.

As I write this column, the McCain campaign is attacking Senator Obama for interacting with
someone who, decades earlier, was a 25 year old militant in the mid-west when Senator Obama was an 8
year old boy in Indonesia.  In a similar-if-milder vein, the Obama campaign is bashing Senator McCain for
a decades-old connection to a financial felon, a relationship Senator McCain long ago owned up to and
made amends for.

Meanwhile, the globe’s economy burns.



The nation and world seem destined for a very painful stretch economically.  The symptoms will
include  massive de-leveraging, tight credit, and a weak dollar.  The causes of all this are complex; the
cure far from certain.  What is clear is that people will suffer; what’s also clear is that to even begin to
address these issues, we will need a tremendous amount of hard thinking and harder work from our most
capable leaders.  It will also involve taking a long, hard, and clear-eyed look at our economy and
governance mechanisms, asking how well they are serving us, and considering how they can serve us
better.

Yet rather than face up to this reality, our candidates are doing little more than insulting each
other.  And we allow them.  Further, we voters seem content to equate leadership with the ability to
occasionally speak in complete sentences.  Unbelievable.  If the current economic mess doesn’t cause us
to do some fundamental re-thinking, what will?
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