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Friday, March 27, 2009 

Government is Production? 

“(T)he best way to bring our deficit down in the long run is…with a budget that 

leads to broad economic growth by moving from an era of borrow and spend to 

one where we save and invest.”—US President Barack Obama, March 24, 2009. 

(Emphasis added.) 

In the President’s press conference from which the above quote was taken Mr. 
Obama also said within the space of a few lines: 

“…we can get there if we travel that road as one nation, as one people. 

“But one of the most important lessons to learn from this crisis is that 
our economy only works if we recognize that we’re all in this together, 

that we all have responsibilities to each other and to our country. 

“…when we all work together, when each of us looks beyond our own 

short-term interest to the wider set of obligations we have towards each 
other,…. So let’s look towards the future with a renewed sense of 

common purpose…a better day will come.” 

The above comments suggest that this administration’s strategy for dealing 

with economic growth issues is long on rhetoric but short on specifics. The 
President was addressing directly, over the heads of the correspondents 
assembled, the American people. So let’s see if we can figure out what he is 

talking about in more specific terms to enable us to make a judgment and 
come up with an appropriate response. 

Essentially Mr. Obama seems to be saying first that economic growth will occur 
by some process he calls “saving and investing.” At face value this is very true. 

He also emphasizes the collective effort that he says is required; that each 
citizen needs to look beyond self-interest with a common purpose of reaching 
some brighter tomorrow. This invites some analysis. 

Economic Growth: Sum Total of Individual Productivity 

What does the concept of economic growth actually mean? To understand that 
is to understand wealth creation, which is a more fundamental term than the 

President used when he invoked “broad economic growth.” When you work you 
produce something of value to yourself and to some other people. Whatever you 
produce that is so valued is the act of creating wealth. With what you have 

thus produced you have several options, meaning you can: consume it, keep 
(save) it, give it away, or invest it (as capital) for a return. Only individual 

persons can do this, whether they do so alone or as is more usually the case, in 
cooperation with other like-minded persons seeking a profit. This is what 
economists refer to as the microeconomic level in an economy. You understand 
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its benefits primarily in how you experience what’s called your standard of 
living: the quality and quantity of goods and services available and the relative 

ease with which you can afford to avail yourself of them. 

The total of individual wealth creation in a social system can be measured and 

interpreted in various ways at what economists call the macroeconomic level. 
These economists are often employed by government, or found consulting and 

advising on such things as monetary or fiscal policy. However, the wealth 
creation, productivity, spending, savings, borrowing or investing statistics they 
are considering still relate to the wealth produced only by individuals like you. 

Government and Economy: Mixing Politics with Economics 

Government does not and cannot create wealth. Government is a cost—a 

legitimate one to be sure in an advanced social system, but at some nominal 
amount for its proper functions of rights protection and defense. Government 

must, by its nature, operate in a bureaucratic, political manner by the use of 
force, which has been delegated to it by individuals in society. Government is 
not a separate “person” but an institution of society, administered by the 

elected officials and bureaucrats working in government. This type of work 
creates no wealth: again, it is a cost to society.  

If government even attempts to involve itself in economic matters (as 
encouraged by the individual politicians and bureaucrats in government) it is 

destined to fail. The relative economic decisions are made for political rather 
than economic reasons, which results in an inefficient use of resources, 
politically inspired projects, and countless payoffs and favors extended to 

especially interested parties. You have heard all about it in stories of 
government waste and the collusion among lobbyists and other influential 

Washington insiders.  

The last point to make in the unavoidable failure of mixing politics with 

economics is that government does not suffer the usual consequences of 
market discipline. In other words, when its economic projects lose money or go 
bankrupt the politicians see to it that additional funding is provided for these 

favored projects. They must collect that funding from those who do create 
wealth. 

What Does Obama Mean? 

When the President used the pronoun “we” he undoubtedly meant all 
Americans working through collective effort, with government providing 
guidance and leadership roles. He did very much emphasize his collectivist 

doctrinaire words in the above quoted remarks. And, he said that “we” need to 
stop borrowing and spending in favor of saving and investing. While this is 

certainly true in the context of the individual, it loses all meaning and renders 
injustices in the context of collectivism. It is a form of Orwellian “newspeak” as 
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in “freedom is slavery,” “ignorance is power” or “war is peace.” Mr. Obama has 
added to the George Orwell lexicon, “borrowing is saving” and “spending is 

investing.” To which, by implication, the entry of “government is production” 

might be warranted. Remember, government does not produce anything—you 

do.  

Paying for Government 

The only way government can fund its spending needs is through taxation. 
Borrowing and currency debasement (or inflation) are the only alternatives to 

direct taxation but ultimately they lead to the same taxing end—there really is 

no free lunch. When its spending plans go beyond the purposes of a proper 

government, it must not only take from you the legitimate operating costs of 
government but it must take your savings and capital. To the extent this is 

done is at least the extent to which you are prevented from saving and 
investing for your own benefit.  

You must be exceedingly gullible if you think that government will save and 
invest the fruits of your productivity to a greater benefit than you could 

manage if you were able to keep your wealth from being so confiscated. If the 
government politicians’ choice of investment decisions matches yours then by 
all means take your wealth and go directly to the investment window, but do 

not ask that your neighbor be forced to go along with you. Permit your 
neighbor to make some other investment of his choosing.  

By the way, some of those government “investments” include bailing out failing 
businesses under the “too-big-to-fail” doctrine. It strikes me as ironic that a 

business which achieves “bigness” by satisfying customers on its own, without 
government interference, is deemed an evil monopoly and stands to be broken 
up into smaller pieces through the completely non-objective anti-trust 

legislation, whereas an economically unsuccessful business grown big by 
political privilege must continue to be propped up by government. 

A Brief Look at the Obama Prospectus 

So what is the nature of the President’s proposed investments? Using his 

examples he has suggested that more capital ought to be invested now in 
renewable energy sources, even though many billions have been similarly 

“invested” by government subsidization of alternative energy since the 1970s. 
Only a small percentage of total energy use today is from so-called “green” 
sources. That is not a great return on the billions invested.  

With respect to schools and teachers I am almost struck dumb by the 
suggestion that even more wealth taken from taxpayers be plowed into public 

education. Too many sources are available that document the poor return on 
investment relative to estimated quality of public education versus dollars per 

pupil spent. That’s public education: a failure, a losing investment which 
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Obama now wants to socially engineer to emphasize instruction in the sciences 
apparently. Note that he expresses no thoughts about the students or their 

parents making choices about what they may want to study.  

Finally there is his proposed investment in reform of health care to make it 

more affordable. Why, one may well ask, is health care so expensive now 
compared to say before 1965 and Medicare? Why are the examples of 

government-sponsored health care in Canada and Great Britain such costly 
failures? Why, with the US government today funding around 50 percent of 
total health care provided in the US, is it so expensive?  

The government has no ability to succeed in any economic venture. Energy, 
schools and health care are economic goods and services most efficiently 

provided by the voluntary private sector of any economy. By what stretch of the 
imagination has spending by government suddenly come to be classified as 

“saving and investing”? The only small comfort one may take is that possibly 
the political class may be starting to recognize they are on shaky ground in 
trying to justify their actions. If Obama really believed that what he proposes to 

do is morally right and justifiable he would not have to call it by another name. 
He wants to take more of your production and spend it on things that inspire 

his vision. There is no way he could do this honestly in an open voluntary 
market so he is prepared to use the coercive force of government to do it. If he 
just said that, no one would swallow the idea. So instead, he calls politically 

favored government spending on special interests “savings” and “investment”; 
in this case the relevant examples would include big energy companies, 
environmental lobbies, farmers, teacher unions, school districts, drug 

companies, insurance companies, hospitals and doctors. 

American Response 

The term “laissez-faire” is attributed to nineteenth century French economists 

of the free market persuasion. Many people today only understand the term in 
conjunction with capitalism and free markets and that it took the rap for 
causing the Great Depression, for example. Americans should focus more on 

the literal meaning of the term rather than any connotations it has been 
smeared with by collectivists and government fundamentalists. The French 

roughly translates to “let the people do as they choose.” In slang from an earlier 
time it was known as a “hands off” policy when directed at governments’ role in 
the economy. Americans might find a more recognizable sentiment with lyrics 

from the famous rock band Pink Floyd and the “Money” song: “…keep your 
hands off of my stack,” or “…don’t take a slice of my pie.” But they are an 
English band. A true American individual’s response to calls from government 

for a collectivist approach to solving economic problems might be better 
expressed as, “Stop stealing my money and wasting it on failing enterprises,” 

and then, “Get the hell out of my way!” 
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