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PREFACE

Coming from a meager, though proud, heritage, the opportunities
I was afforded by virtue of my birth as an American gave me
the potential to move up social ladders through hard work and
education. Hard work at an early age taught me why I wanted
an education. Willpower, a sharing and supportive family, lowinterest education loans, and the United States Army assured my
education and training.
Through it all, I always felt confident in my ability to
overcome barriers to financial success. To a young kid sharing
a bedroom with a brother and sister, financial success was a
hallmark of achievement. Raised to believe Franklin Delano
Roosevelt was for the little guy just barely making ends meet,
my education and professional experience led me to a different
understanding of liberal versus conservative government.
It wasn’t long before I began to realize I could determine
where my charity could be used better than could a selfpropagating government bureaucracy. I began to comprehend
the importance and responsibility of assisting to my fellow
man. I felt better about myself when I saw the direct effects of
my charitable giving. However, I saw my taxes increase while
getting fewer benefits. I saw the benefits—after administrative
expenses—were given to many who believed they deserved
charitable aid by right. Hence the difference between charity and
tyranny!
I realized that humans have an intrinsic ability to learn bad
behavior better and more quickly than they learn good behavior,
especially if bad behavior and bad choices are rewarded with
ix
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benefits and good behavior and good choices require hard work.
A closer inspection of the philosophical origins of democratic
government and our nation’s founding documents precipitated
my question of what went wrong?
America’s Addiction to Entitlements identifies the brilliance
of our nation’s founding fathers, their insight, and their intent.
Through the example of big government mismanagement, it
also maps how the road to hell is paved with good intentions.
The final chapter will be written by politicians or statesmen.
I pray that statesmen will win the right.

x

INTRODUCTION

We the people of the United States, in Order to form a more perfect
Union, establish justice, insure domestic Tranquility, provide for
the common defense, promote the general Welfare, and secure
the Blessings of Liberty for ourselves and our Posterity, do
ordain and establish this Constitution for the United States of
America.
Preamble, United States Constitution1 (Jefferson 1787)
The founders of the United States of America were inspired
men who possessed tremendous knowledge and wisdom. It is
difficult for a twenty-first century American to comprehend how
the founders became so enlightened. In the 1700s, there were no
telephones, telegraphs, televisions, or radios, and certainly no cell
phones or computers. Transportation was by horseback, horsedrawn vehicle, or sailing ships for extended travel overseas.
The primary method of communication was by hand-written
letter, newspaper, or type-set printed book. Our founders were
educated men who spent much time studying books of literature,
philosophy, and the history of previous worldly societies created
by man.
From man’s beginning, his actions have focused on the
sustenance and protection of both himself and his possessions.
Twenty-first century man is no different in his desires and
actions than his predecessors, with the possible exception of
today’s ever-improving levels of technology. The sun comes
up and goes down every day. When man gets hungry, he finds
xi
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something to eat. Man meets woman, and a relationship begins.
The repetitive nature of man’s day-to-day actions and reactions
within his own world forms a history that can be studied to
predict how future generations might generally react in similar
situations. Early civilizations, such as those of the ancient
Egyptians, Greeks, and Romans, have histories studied by
sixteenth- and seventeenth-century philosophers such as John
Locke and Baron Charles de Montesquieu. These noble men
studied to learn man’s history, natural actions, and reactions,
especially in the area of government. Studying the writings
of Locke, Montesquieu, and others, our founders combined
their experiences and ideas to create a form of government
that has become without argument, although not perfect, the
best in the world.
Alexander Hamilton stated in the first Federalist Paper, “It
seems to have been reserved to the people of this country, by
their conduct and example, to decide the important question,
whether societies of men [emphasis added] are really capable or
not of establishing good government from reflection and choice,
or whether they are forever destined to depend for their political
constitutions on accident and force.”2
Hamilton’s letter seemed to question whether the trials and
experiences of a post-revolutionary American society could
integrate republic philosophies proposed by such seventeenth
and eighteenth century scholars as Locke and Montesquieu, or
whether they would succumb to monarch-style governments,
as had occurred in many previous civilizations. Could a free
American society utilize aspects of natural law to establish and
sustain a republic-style government of, by, and for the benefit of
the common man?
Locke’s original work, as expressed in An Essay Concerning
Human Understanding (1690), argues that man’s ideas are a
reflection of his experiences.3 An application of ideas associated
with specific experiences laid the foundation for practical
thinking.
xii
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The origins and meanings of natural law have been
considered and stated by many in philosophy and education.
Natural law describes a basic set of principles based on the
actions a reasonable man would take to ensure his success or
his ability to flourish. These natural laws are a set of general
moral standards based on sound practical thinking. They include
methods and processes that distinguish between acts that are
morally right or morally wrong. Principles of natural law justify
the exercise of authority in a community. The “rule of law,”
with respect to human rights, fulfills a requirement of justice to
promote a common good. Without aspects of natural law and the
“rule of law,” any community of man would become anarchic
and chaos would rein.3
Though initially chaotic and primitive, the development
of man from earliest times to the present has been gradual in
nature, over thousands of years. From the very beginning of
civilization, natural law provided guidance and consisted of
moral dispositions by which man lived, protected his property
and his family, and struggled to survive. Indeed, for civilization
to develop as a meaningful progression from the self-absorbed
individuality of man to the man who focuses on the care and
control of his family to man’s eventual interaction with others in
a civil society, natural law must be invoked. So how did society
begin?
God, having made man, saw that his creation was not meant
to be alone. Therefore, God made woman as a companion
for man, and as a result, families began to grow in number.
Biological procreation brought forth human offspring, who,
unlike the young of other animals, require years of nurturing
and instruction. Thus, from his earliest beginnings, man’s
survival depended on forming relationships in some spectrum
of society. The development of man’s relationships introduced
a need to provide his family with food and protection. Such an
obligation required the addition of labor if man was to fulfill his
responsibility as a breadwinner and protector. Man had to farm
xiii
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and hunt to procure food and clothing as a means of supporting
his family.4
As the number of families increased, relationships between
members became strained by the distance between settlements.
Initially, a single family unit might gather under one roof, where
a traditional, authoritative chain of command most often ruled
their internal political structure. As the number of families
grew, newly-formed households became estranged from the
original structure and formed new communities. The addition
of multiple generations and heads of households expanded the
number of social interactions and relationships. Activities and
interactions between the expanding families or communities
would eventually require a broader understanding of natural law
with respect to private property and civil affairs. Differentiating
personal privacy of family life and social affairs from open
and structured obligations of civil cooperation would become
the standard for establishing governance models. How social
and civil societies would grow and expand would dictate the
community or country’s need for and acceptance of the rule of
law.4
When two or more humans interact, natural law dictates
their initial reactions toward one another. The need to protect
unalienable rights and private property takes priority over a need
for social interaction. The sharing or exchanging of individual
goods and services eventually requires an expansion of natural
law to facilitate an agreeable and orderly marketplace. The
developing need for legal agreements or contracts requires
a basic set of ground rules to facilitate a mutually beneficial
outcome for those involved. These rules are the precursors to
civil laws for a civil society. However, how can the rights of
private property and personal affairs be guaranteed in the same
civil society?
Locke offers a resolution whereby the exclusive right to one’s
own body and products made by one’s own labor are the property
of the individual.4 Therefore, as one’s own body is exclusive,
xiv
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those items or products rendered by the addition of one’s own
physical labor belong exclusively to the individual and become
private property. What a man does with his own private property
is his business. Man’s decision on the disposition of his private
property is a matter of civil obligation to his community and the
individual liberty to determine any moral responsibility to his
fellow man. According to Locke, “Men being, as has been said,
by nature, all free, equal, and independent, no one can be put
out of his estate and subjected to the political power of another,
without his own consent.”4
The goal of an individual’s consent to a collection of laws
is to ensure the maintenance of public order or public good.
Administration and enforcement of such laws resides within the
purpose of government. Early man found the central function
of state or government to be the protection of individual private
property. Government, acting as a repository of a collection
of civil laws, can only enforce those laws with the consent of
those obligated or governed by the statutes. Obedience to the
collection of statutes or laws is required to maintain and protect
the common good or the common-wealth of the state. Locke’s
influence on America’s founders is evident in the language of
the Declaration of Independence which states, “Governments
are instituted among Men, deriving their just Powers from the
consent of the governed.”4
The role of a government and the extent to which it may
exert influence upon the social and civil lives of those consenting
to its authority is an age-old point of contention among men.4
Disagreements may occur between liberal (left) and conservative
(right) citizens when distinctions are made concerning social
and civil laws. Social laws are similar to the natural law defined
by the norms and morals of a particular society. Social laws
are influenced by traditional values within a familial setting
and may also reflect specific or general religious theologies.
Such traditional values and religious theologies may reflect the
social consciousness of the community, state, or nation. Liberal
xv
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ideologies frequently fail to identify key differences between
emotional obligations, synonymous with social norms and
morals, and legislated obligations for civil affairs or statutory law.
Liberal ideology purports a central governing body exercising
control of both social and civil affairs. The underlying thought
process is one in which a centralized authority would be more
effective in the administration of the community’s social and
civil needs. Responsibility is shifted away from the individual
and toward a governmental entity.4 Terms such as “social
justice” or “collective rights” are often associated with liberal
ideologies.
Any society’s norms and morals are not necessarily exclusive
to either liberal or conservative ideologies. A community’s
social consciousness may reflect emotional and/or theological
ideologies in both social and civil laws. Civil laws, however,
are constructed to describe legal or contractual agreements for
all members of a community or society. Civil laws pertain to
community necessities such as taxation, personal rights, property
rights, law enforcement, and dispute resolution. Conservative
ideology is one that believes central governance of civil affairs
is predominantly statutory in nature while socially-related issues
should remain an individual’s responsibility. The concepts of
individual liberty and personal responsibility are hallmarks of
conservative ideologies.
Initially, societies or communities of men usually consent
to laws that reflect their immediate or local needs and interests.
Accordingly, local law enforcement is provided by an elected
or appointed representative with direct, possibly daily,
interactions with those governed by the local agreements. As
the distance between citizen and governing entity grows, laws
become more general, and less intrusive, with respect to daily
life. Progressing from community to county, and then to state,
the distance between the individual citizen and the governing
authority dictates the degree of government influence and
involvement.5
xvi
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As evident in Colonial America, societal norms and morals
were often closely associated with specific communities or, at
most, at the state level. While providing for a variety of religious
theologies, many congregations were concentrated in particular
states: Unitarians and Puritans in Massachusetts; Anglicans in
Virginia and New Jersey; Quakers in Delaware and Pennsylvania;
Presbyterians in the Carolinas; and a large number of Jewish in
Rhode Island. A state level of common interests and theology
was an underlying reason for the “States’ Rights” diction and
federal system of governing contained within the Constitution.6
Our founders’ previous experiences with the tyranny of an
earthly king and the inquisition of state-mandated theology
reinforced desires for a nation where church-based social
norms and morals were distinctively separated from the civil
government. The First Amendment to the Constitution states,
“Congress shall make no law respecting an establishment of
religion, or prohibiting the free expression thereof; or abridging
the freedom of speech, or of the press; or the right of the people
peaceably to assemble, and to petition the Government for
a redress of grievances.”1 It should be noted that there was a
restriction placed on the federal government to prevent the
establishment of an official national church or religious theology.
In 1801, a group of Baptists from Danbury, Connecticut wrote
a letter to Thomas Jefferson concerning the First Amendment.
They were under the impression that the State of Connecticut
extended to them the ability to worship using Baptist theology as
a state-granted privilege rather than a constitutionally guaranteed
right. Jefferson’s response in January 1802 did not address the
state issue; however, he emphasized that the intent of the First
Amendment of the Constitution was a delineation between or a
wall separating social norms associated with church theology
and the civil interests of the state or federal government. Most of
the founders believed that man was to serve God and government
was to serve man. Theological or faith-based norms and morals
were recognized by the founders as social and personal feelings
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and beliefs, and as such, they should be constitutionally separated
from civil governance.
George Washington stated in his farewell address, “Of all
the dispositions and habits which lead to political prosperity,
religion and morality are indispensable supports. . . . And let
us with caution indulge the supposition that morality can be
maintained without religion . . . reason and experience both forbid
us to expect that national morality can prevail in exclusion of
religious principle.”7 Washington understood that only a nation
founded and maintained on sound morals under the watchful eye
of a Supreme Being could survive the challenges from outside
forces of the world. While is it not specifically stated in the
Constitution, separation of church and state has become a source
of heated national debate and should be understood in light of its
relevance to other aspects of American society.
Man’s belief in or fear of oversight by an omniscient Supreme
Being has always been a strong and powerful motivation in
honoring obligations and commitments. As a reminder of
his obligations and commitments, man swears oaths upon his
judgment and the oversight of a Supreme Being. Oaths are taken
while holding a Bible and terminated with “so help me God.”
A man who fears nothing is a danger to himself and to those
around him. The man who fears God acts as if someone is always
watching. Maintenance of obligations and commitments builds
trust, and trust is the foundation of all relationships. Hence, the
motto on U.S. currency is “In God We Trust.”
As can be seen by the history, faiths, and convictions of our
founders, the Judeo-Christian philosophy of a very personal and
private inner relationship between God and man is intended to
be beyond the reach of the state or government. If man is to
serve God and government is to serve man, then the dichotomy
of man’s moral and spiritual beliefs, as opposed to his structured
civil needs, may be best served by a wall separating the two
distinct entities. The duties and rights given to man as a result
of his relationship with God are very personal, inseparable,
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and not transferrable to anyone else. The rights from God are
natural, not foreign; they are unalienable. The unalienable
rights given to man by the creator and listed in the Declaration
of Independence are natural rights to life, liberty, and the pursuit
of happiness. The rights were so brazenly stated to let everyone
know that there are areas of human life in which government
cannot infringe. These very personal, God-given rights were
meant to be untouched by any governing decree. It should be
no surprise that the Declaration of Independence incorporated
man’s unalienable rights from God distinctly and separately,
while the founders provided within the Constitution the human
necessity of civil or statutory governance by the state.
A man’s duties to his family, his church, and his fellow
man are personal and not unlike his relationship with his God.
In personal dealings and faith, emotions influence actions and
persuade one to do what he/she reasonably thinks is morally right
(natural law). The success of any government in a civil society
requires that man separate his personal and emotional obligations
from his civil duties. However, when man mixes emotional and
personal obligations with civil statutory law, the Constitution is
threatened and the nation it governs begins to fail. Alexander
Hamilton’s admonishment rings true again: “[I]t seems to have
been reserved to the people of this country, by their conduct and
example [emphasis added], to decide the important question,
whether societies of men are really capable or not of establishing
good government from reflection and choice, or whether they
are forever destined to depend for their political constitutions
on accident and force.”2 Social and emotional issues must be
separated from civil affairs!
Harvard educated Spanish philosopher Jorge de Santayana
stated, “Those who fail to learn the lessons of history are doomed
to repeat them.”7 Our founding fathers incorporated the studies
of Locke and Montesquieu in the Declaration of Independence
and the Constitution of the United States of America. Yet elite
politicians believe their intellect is so superior that they can
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ignore the lessons of history. Professional politicians’ promises
to gain the electorate’s favor led to a federal budget deficit where
debt threatens to overtake the gross domestic product. Yet social
spending continues to dominate the federal budget.
For many years, both political parties led multiple attempts
by the federal government of the United States to alter historical
lessons. The experiences of democratic governments have led
me to recognize and acknowledge four realities:
1. Nothing is too big to fail;
2. There is no such thing as a free meal;
3. A health insurance policy does not guarantee health care;
and
4. Many times the best thing the government can do is
nothing.
Almighty God hath created the mind free. Our civil rights have
no dependence on our religious opinions, any more than our
opinions of physics or geometry. The opinions of men are not the
object of civil government nor under its jurisdiction.
Thomas Jefferson
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Chapter One
NOTHING IS TOO BIG TO FAIL

I believe that banking institutions are more dangerous to our
liberties than a standing army. If the American people ever
allow private banks to control the issue of their currency, first
by inflation, then by deflation, the banks and corporations that
will grow up around the banks will deprive the people of all
property until their children wake up homeless on the continent
their fathers conquered.
Thomas Jefferson, 1802
Actions by the United States Congress supporting a bailout
of banking and insurance industries were instituted under the
guise that these entities were too big to fail. It appears a few
of our duly elected representatives and their appointed advisors
are using pseudo-omniscient thought processes rather than
listening to the heart of the people. In the first of the Federalist
Papers, Alexander Hamilton states, “An enlightened zeal for the
energy and efficiency of government will be stigmatized as the
offspring of a temper fond of despotic power and hostile to the
principles of liberty.”1 The founders realized that an all-powerful
federal government could lead to despotism and endanger the
foundation of a hopeful fledgling union of individual states.
Hamilton continues, “An over-scrupulous jealousy of danger to
the rights of the people, which is more commonly the fault of the
head than of the heart, will be represented as mere pretense and
1
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artifice, the stale bait for popularity at the expense of the public
good.”1 Misguided and pretentious rescue bailouts demonstrate
an elitist government’s oppressive power rather than a true
representation of the heart of the people.
In the seventh Federalist Paper, Hamilton writes, “The public
debt of the Union would be a further cause of collision between
the separate States or confederacies. The apportionment, in the
first instance, and the progressive extinguishment afterward,
would be alike productive of ill-humor and animosity. How
would it be possible to agree upon a rule of apportionment
satisfactory to all? There is scarcely any that can be proposed
which is entirely free from real objections. These, as usual,
would be exaggerated by the adverse interest of these parties.”1
General methods for making or repaying of public debt may
differ according to the varied interests of the states. Accordingly,
taxing the citizens of some states at higher rates than citizens
of other states aggravates the public’s animosity and magnifies
the difficulties of national deficit distribution among the general
populace. Indebtedness of principle and interest to foreign nations
may jeopardize national security. Hamilton terminates his letter
with the statement, “The citizens of the States interested would
clamor; foreign powers would urge for the satisfaction of their
just demands, and the peace of the States would be hazarded
to the double contingency of external invasion and internal
contention.”1
An expanding conservative movement and widespread
advance of independent Tea Parties demonstrate citizengovernment disconnects. These reflect what I identify as
internal contention. International financing of the national debt
should spark great alarm for the nation that borrows 40 percent
of every dollar spent on government entitlement programs.2
Recent federal decisions present additional evidence that the
government ignores the Tenth Amendment to the United States
Constitution, which states those powers not specifically given to
the federal government are reserved for the states, or the people.
2
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A couple questions lie at the heart of the issue. Is it preferable
to allow businesses to fail and learn from those mistakes OR
is it preferable to subsidize government bailouts and expose
the weakness in an economy? How did America get into this
predicament?
The Community Reinvestment Act of 1977, under the auspices
of President James Earl Carter, may be considered one culprit
leading to financial failures. The Community Reinvestment Act
(CRA) was enacted to encourage banks and lending institutions
to provide more home mortgages to a broader spectrum of
home-buyers, many with questionable financial resources.3
Lending institutions were tasked with increasing the number of
risky loans and mortgages, while supposedly maintaining safe
lending practices. President Carter’s administration was fraught
with challenges, from a struggling economy at home to the Iran
hostage situation in Tehran. In such an economy, the CRA never
materialized as planned.
Flash forward to the 1993 administration of President
William Jefferson Clinton, where the economy improved
secondary to a dot-com business boom and higher taxes, which
lessened the federal budget deficit. The Clinton administration
doubled-down on social spending by re-energizing the CRA
and encouraging home ownership to a stratum of the population
lacking the financial ability to secure home mortgages under
existing criteria.
The Federal National Mortgage Association (Fannie Mae)
was founded in 1938 as part of President Franklin D. Roosevelt’s
(FDR) New Deal administration. A government-sponsored
entity, Fannie Mae (and eventually Freddie Mac) was created to
expand secondary private mortgages with government-backed
securities, freeing primary lenders to reinvest their assets into
more primary mortgages. Under CRA regulations, banks were
required to maintain safe lending practices and demonstrate
institutional solvency and asset security.3 The maintenance of
solvency and asset security gave rise to a new financial market
3
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derivative, an institutional loan insurance mechanism known as
Credit Default Swaps (CDS).4
A CDS is a financial derivative similar to a traditional
insurance policy, where the seller is obliged to pay the buyer
a predetermined amount if the loan goes into default.5 A buyer
of a CDS pays a premium determined by the calculated risk of
default to the seller of the CDS if the buyer defaults on the loan.
A primary difference between a CDS and an insurance policy
is that any person or entity may purchase a CDS from a seller,
regardless of whether the buyer or seller holds any portion
of the loan assets or has any other connections with the loan
transaction. The financial derivatives market exploded with
the advent of CDSs, with an estimated 80 percent holding no
immediate interest in the loan mechanism; therefore, they were
given the designation of “naked” CDSs.5 As such, a majority
of CDSs were used for speculation, hedging, and arbitrage by
investment banks, holding companies, pension funds, and even
foreign governments.6
Banks and other lending institutions purchased CDSs as
a hedge against potential defaults on risky home mortgages
required by the federally-mandated CRA. Purchase of CDSs
by banks also satisfied safe-lending practice requirements.
A majority of CRA-induced mortgages were eventually
bundled in multi-million dollar packages and purchased by the
federal government-backed Fannie Mae and Freddie Mac.7 As
such, bank-purchased loan default protections via CDSs were
transferred to Fannie and Freddie. Since Fannie and Freddie
were backed by the “full faith and credit of the United States
Government,” the seller of the CDSs received premium payments
with very little risk of default liability—essentially free money
with no investment costs.6
Millions of dollars in CDS premiums were paid by banks,
mortgage companies, bond holders, and pension funds to protect
their assets against potential defaults. Those Premiums were
essentially free money to the sellers because tax-payer backed
4
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Fannie Mae and Freddie Mac guaranteed a majority of the loantransactions.5
The decade of the nineties saw a technology-induced
economy in which job growth provided the means for many young
Americans to seek the “American Dream” of home ownership.
Political winds and the Community Reinvestment Act allowed a
host of young wage-earners with little or no resources for down
payments to obtain real estate mortgages. However, creative
financing by banks and lenders under the CRA made it possible
for these workers to own their own homes if they had a job.4
Five-year mortgages for the down payment, with variable-rate
mortgages for the remainder (the so-called 20/80 plan), provided
the impetus for many young Americans to utilize their incomes
to fulfill dreams of home ownership. Indeed, this creative home
mortgage financing scheme eventually led to the financial crisis
of 2008.
Community Reinvestment Act-assisted lending practices
provided a boom for new home construction and associated
businesses, including banks, mortgage companies, and sellers of
CDS policies. First-time home buyers were able to utilize good
incomes to finance mortgages with indifference to the need for
disposable income. However, the rising global demand for energy
would see the price of oil and oil products increase to a high
of $140 dollars per barrel in July 2008. The increasing energy
demands sent gasoline prices soaring. Where before homeowners
had modest disposable incomes, rising gasoline and energy costs
made it necessary to use their diminished disposable income and
a portion of their non-disposable (mortgage) income for other
living expenses, rather than paying the primary mortgage. The
resulting inability of many new homeowners to sustain mortgage
payments initiated mortgage defaults at a level triggering the
crisis for the CDS market’s most vulnerable sellers.
The default of Bear Stearns and Lehman Brothers precipitated
the financial meltdown of 2008, leading to a government bailout
via the Toxic Assets Reduction Program (TARP). These defaults
5
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gave an early indication of deep problems within the CDS and
other financial derivatives’ markets. American International
Group’s (AIG) CDS sales of $28.5 trillion left it heavily exposed
to losses on toxic mortgage assets to government taxpayers
(Fannie Mae and Freddie Mac) mandated by the Community
Reinvestment Act of 1977.7,8
As would eventually become evident, the mortgage defaults
made immense financial demands on the “naked” 80 percent of
CDSs tied to the mortgage industry by sellers such as AIG, large
investment banks, and multiple hedge funds. The default payout
for CDSs owned by purchasers was staggering. The inability of
sellers to pay purchasers such as foreign banks and governments
sent financial repercussions worldwide.9 Fannie and Freddie
should have been reimbursed; however, the federal government
decided the taxpayer-subsidized mortgage giants would be
supported by the American taxpayers. AIG required American
taxpayer capital to prevent a worldwide financial meltdown.
Executives of AIG, large investment banks, and other hedge
funds previously received exorbitant salaries and benefits from
the “free money” available from CDS premiums without any real
intentions of maintaining funds available to pay potential CDS
claims.10 After apparent financial mismanagement, potential
insurance fraud, and impending worldwide financial meltdown,
the national and international obligations of AIG and others
were deemed “too big to fail.”
The federal government’s “Toxic Assets Relief Program”
(TARP) and bailout of AIG are great examples of errors of
commission by an overgrown, unrestricted central government.
However, Fannie Mae, Freddie Mac, and TARP are not the
only examples of an over-reaching federal government. There
are additional government programs that should be categorized
as huge government power grabs to gain control over the
citizens of the United States of America. The Social Security
Act of 1935 and its subsequent amendments up to and including
Medicare, Medicaid, and the Patient Protection and Affordable
6
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Care Act, also known as “Obamacare,” clearly demonstrate this
governmental power grab.
Early in the administration of Barack Obama, the president
extended the tax policies of his predecessor, agreeing that raising
taxes in a recession was a bad idea. In 1935, the United States
(U.S.) was in the middle of an even worse economic depression.
President Franklin D. Roosevelt (FDR), as a part of his “New
Deal,” signed the Social Security Act, which was a payroll tax
on all Americans.11 It would appear that if raising taxes during a
recession in 2008 was a bad idea, then raising taxes during the
Great Depression was a horrendous idea.
Early in the 1930s, many FDR “New Deal” programs were
struck down by federal courts and the U.S Supreme Court.11
Politically weakened by the depressed economy, congress
succumbed to FDR and granted him questionable legislation
allowing the appointment of six new justices to the Supreme
Court and forty-four federal judgeships to lower courts.11 This
“court-packing” scheme of 1937 permitted FDR dictatorial
powers to further his New Deal social programs. In 1937, a
New Deal-selected Supreme Court found the Social Security tax
to be constitutional. At its inception, Social Security excluded
almost half of the U.S. workforce, including agricultural labor,
domestic service, government employees, teachers, nurses,
hospital employees, librarians, and social workers. Originally,
portions of the Social Security Act were biased against black and
minority families, citing these families as needing less money
than white families.11
The first payroll taxes were withheld in 1937, and the
recession of 1937 is blamed on government taxation of 2 billion
dollars and a cut in government spending at the same time.
Congressional amendments to the Act over the years have added
greatly to those eligible for assistance under Social Security.
In 1940, Social Security paid $35 million in total benefits; in
2009, Social Security benefits were a staggering $650 billion.11
The federal government continues to remove money from the
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economy via taxation under the guise of distributing social
programs to those in need.
Social Security taxes are paid into the Social Security Trust
Fund, which is maintained under the auspices of the U.S. Treasury.
“Current year” Social Security expenses are paid from “current
year” Social Security tax revenues. When Social Security revenues
exceed expenditures, the excess is invested by the U.S. Treasury
into U.S. Government bonds.11 Thus, the Social Security Trust
Fund indirectly finances the federal government’s general purpose
deficit spending. As such, the Social Security Trust Fund is utilized
by the federal government as a slush fund backed by Social Security
taxes paid by citizens. The citizen-taxpayers are the “full faith and
credit” subsidizing the exploits of the federal government.
Thomas Jefferson stated, “A government powerful enough to
give you everything you need is also the one powerful enough to
take everything you have.”12 Benefits paid under Social Security
programs have become a lifeline to many; however, overuse
and abuse of those same programs have provided a false since
of security for those it purports to aid. For many Americans,
continued assistance has created social and financial dependency,
guaranteeing a class of citizens subservient to the desires and
power of political machines. Thomas Jefferson said it best, “The
democracy will cease to exist when you take away from those
who are willing to work and give to those who would not.” 12
Medicare and Medicaid are social entitlement insurance
programs administered by the federal government and, in the
case of Medicaid, assisted by the individual states. Medicare
was enacted by President Lyndon Johnson in 1965 to provide
health insurance coverage to people sixty-five years of age and
older, or to those under sixty-five with permanent disabilities.13
Essentially, Medicare was an insurance policy for the elderly, the
retired, or the permanently disabled. Medicare dollars have also
been utilized to fund other government-related ventures, such
as physician resident training programs for the vast majority of
physicians in the United States. Not unlike the Social Security
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Trust Fund, the Medicare Trust funds are experiencing funding
phenomena in the current marketplace.
Under Medicare, the federal government has become the
largest health insurance provider in the nation.12 Contractually
administered state-by-state by private insurance carriers proposed
regulations by the Centers for Medicare and Medicaid Services
(CMS) have permeated the private health insurance market,
interfering with free market principles in private health care. In
2008, Medicare spending accounted for $599 billion, or 20 percent,
of all federal spending. Anticipating geometric increases in babyboomer retirees, and utilizing 2009 figures for both actuarial
shortfall and general revenue contributions, an immediate deposit
of $123.3 trillion dollars would be required to cover unfunded
obligations of Medicare Part A, Part B, and Part D.13
The Government Accountability Office lists Medicare as
a high-risk government program due to its long-term financial
problems and its vulnerability to fraud and abuse.13 Fewer than
5 percent of Medicare claims are audited. Radio and television
media advertisements abound with law firms who specialize in
qualifying citizens for disability under Medicare. Declarations
of total disability secondary to depression or bi-polar disorders
are frequently seen in otherwise perfectly healthy individuals.
Obstetrical deliveries for Medicare disability recipients are not
uncommon. More persons are delaying life-improving healthcare
interventions until they retire and can get coverage under
Medicare. The results are a sicker retirement population with
multiple medical problems exacerbated by delays in treatment,
resulting in substantially higher costs to the Medicare program.
Americans have learned to utilize any discretionary income on
socially desirable or material items and procrastinate on their
health until they retire and become “entitled” to Medicare.
Americans have learned social dependency and have lost the
ability to be self-sustaining.
A portion of Medicare contributions is designated to augment
the education and training of physicians.13 Under the title of
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“Graduate Medical Education,” an estimated $10 to $14 billion
per year is allocated to subsidize physician education in medical
schools and in resident training programs. Studies have proven
that advanced practice nurses (APNs), educated at one-tenth of
the cost, can provide similar levels of health care at lower cost and
with greater patient satisfaction than physicians; however, figures
show a large 48 to 1 disparity in funding, favoring physicians.
For example, a large number of APNs are providing services to
Medicare patients in physicians’ offices, where the services are
being reimbursed at the higher physician rate. At some point,
policy-makers must realize the savings possible by a greater
independent utilization of the nation’s advanced practice nurses.
A 2011 Medicare Trustees Report includes the effects of the
2010 Patient Care and Affordable Care Act, or “Obamacare.”
Total benefits paid in 2010 were $516 billion, while the program
income was only $486 billion—a $30 billion shortfall. Total
expenditures were $523 billion and the total of assets held in
U.S Treasury securities was $344 billion. At the current rate
of expenditure, the Treasury’s assets will be totally exhausted
by 2024.13 It doesn’t require a math degree to realize that
government-subsidized healthcare under Medicare and
Medicaid is unsustainable. However, the mere mention of cuts
to Medicare and Medicaid brings fear to politicians seeking
re-election. The New York Times wrote in January 2009 that
Social Security and Medicare “have proved almost sacrosanct
in political terms, even as they threaten to grow as large as to be
unsustainable in the long run.” Would U.S. citizens give up their
country and cherished liberty for Social Security and Medicare
benefits? Benjamin Franklin stated, “Those who would give up
Essential Liberty to purchase a little temporary safety deserve
neither Liberty nor safety.”1
1

A Dictionary of Quotations Requested from the Congressional
Research Service. Washington D.C.: Library of Congress, 1989;
Bratleby.com.2003.www.bartleby.com/73/. Printed January 20, 2011.
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The Roman Empire failed. Napoleon failed. Old European
nations are failing. American International Group (AIG) can
fail, and so, too, may the United States Government. Indeed,
failure may occur if the head of the government continues in his
or her refusal to listen to the heart of the people.
To compel man to subsidize with his taxes the
propagation of ideas he disbelieves and abhors is sinful
and tyrannical.
The strongest reason for the people to retain the
right to keep and bear arms is, as a last resort, to protect
themselves against tyranny in government.
Thomas Jefferson
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