
ly concentrated on infrastructure, eventually
pushed Japan’s budget deficit to nearly 10 per-
cent of gross domestic product by 1999, while
total government debt increased to 130 per-
cent of gross domestic product. Looking back
on that decade, the Economist magazine con-
cluded: “Japan’s policymakers ... appear to
have followed the Keynesian textbook ... yet,
the economy is still flat on its back.”

In short, the folly of relying on stimulus
to correct a weak economy is the belief that
the federal government can generate real,
sustained growth and job creation. Of
course, it cannot. Government doesn’t cre-
ate new jobs and prosperity — only real in-
vestment in the private sector, and expansion
of U.S. economic activity, do. Put simply,
because every dollar Congress spends must
first be taken from the economy, Congres-
sional spending can’t grow the economic pie
— it just redistributes the slices. 

There are legitimate steps Congress can
take to help the American economy in both
the near and long term. These include the
following: 

• Provide Help to Those Who Need It.With
the economy still shedding jobs, it makes
sense to extend unemployment benefits, as
we have already done.

• Support Real Policies for Growth. Fast-
acting tax policy — such as allowing expens-
ing on all new investments — would boost
incentives to expand business operations and
create jobs. In addition, lowering the corpo-
rate income tax rate — currently the second
highest in the industrialized world — would
help attract investment in the U.S., and re-
duce the incentives to shift business opera-

tions, and jobs, overseas. 
• Provide Tax Certainty. In its most recent

budget, the Democratic majority assumed
the largest tax increase in history by letting
a scheduled tax increase in 2010 occur,
which would increase taxes on investment,
savings, businesses, families and workers.
This threat is stifling business investment
and job creation today because of the uncer-
tainty in tax laws. Congress should perma-
nently extend the current tax laws and drop
tax increases. This would serve as a de fac-
to tax cut, increasing the after-tax rate of re-
turn on investment and unlocking billions in
private, idle capital.

• Help Stabilize Financial Markets. Exist-
ing Securities and Exchange Commission
regulations, or the lack thereof, are aggra-
vating the sharp declines in asset values and
the confidence in markets. Current mark-to-
market accounting rules, last year’s repeal

of the uptick rule, and the opaque nature of
the credit default swaps market, when com-
bined, are aggravating the distress in our fi-
nancial markets and our economy. 

The federal government can help stabilize
these markets by reforming the mark-to-
market accounting rule to require a rolling
average, restoring the uptick rule to put a
brake on short selling of stocks to manipu-
late stock prices, and providing greater trans-
parency in the CDS market. 

• Stop Over-Selling What Congress Can
Do. Congress must stop pitching the false
notion that we can simply spend (then tax
and borrow) our way to prosperity. Last year,
Washington increased federal spending by
8.3 percent — more than twice the growth
of our economy or Americans’ wages; this
included 11,000 pork-barrel earmarks at a
cost to taxpayers of $17 billion. If — as
Washington likes to suggest — higher gov-

ernment spending leads to stronger econom-
ic growth, our economy today would be the
strongest in our nation’s history.

• Get Spending Under Control and Address
the Long-Term Spending Crisis. Congress
must also get control of its own spending —
particularly wasteful earmarks, and the un-
sustainable growth rate of our largest entitle-
ment programs. Our three largest entitle-
ments — Medicare, Medicaid and Social Se-
curity — have a current unfunded liability of
$34 trillion; and every year we fail to act, we
dig ourselves another $2 trillion-$3 trillion in
the hole. Without reform, these programs will
not only grow themselves right into extinc-
tion — they will impose a crushing blow to
our budget and economy in the process. 

In short, simply shoveling ever more mon-
ey out the door will do nothing to address the
core problems in our economy; what it will
do is add hundreds of billions of dollars to
federal deficits and debt, increase U.S. bor-
rowing costs, serve as justification for even
more tax hikes — and likely lead to an even
deeper, longer economic crisis in the future.

I hope Washington can come together in a
bipartisan fashion to address our greatest eco-
nomic and fiscal challenges by: keeping tax-
es low so our economy can thrive, reforming
regulations that are contributing to problems
in financial markets, getting our spending un-
der control and ending the wasteful practice
of earmarking, and addressing the looming en-
titlement crisis. Such efforts would assure fi-
nancial markets in the U.S. and around the
world that we are serious about promoting real
growth — both today, and well into the future.

Rep. Paul Ryan (R-Wis.) is ranking member of the
Budget Committee.
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Recent Legislative Efforts  
Recent legislation and documents related to economic recovery, available at
GalleryWatch.com:
• Speaker Nancy Pelosi (D-Calif.) — Recovery Rebates and Economic Stimulus for the 
American People Act (H.R. 5140, 110th Congress)

• CBO final cost estimate
• Joint Taxation Committee summary of the tax provisions in the bill

• Rep. David Obey (D-Wis.) — Job Creation and Unemployment Relief Act (H.R. 7110, 
110th Congress)

• Statement of Administration Policy
• State-by-state tables of infrastructure spending in the bill

Compiled by Daniel Peake/GalleryWatch

THE GOVERNMENT AFFAIRS INSTITUTE
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The New Congress
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The New Congress is a one-day
course offered on Capitol Hill
following the biennial congressional
elections. It can also be arranged as a
full- or half-day tailored course and
conducted on site at an organization.

This course is not intended to be
an instant analysis of election results,
but rather an examination of the
implications of the outcome of the
elections with regard to congressional
organization and leadership, the
legislative agenda, and prospects
for key legislative-executive
branch issues.

SPECIFIC TOPICS MAY INCLUDE:

� What happened and why:
the political dynamics resulting
from the elections

� Changes in the membership,
leadership, and committee
make-up of the new Congress

� Congress’s role in domestic
and defense decisions

� Budget politics and
discretionary spending

� Congress and the new president

Tuition: $450

For an application or more information go to:

gai.georgetown.edu
If you would like to discuss tailoring a course for your organization contact:

Ken Gold at (202) 333-4838


