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Jennifer Rubin blogs about Martha Coakley and Tuesday's vote in Mass. 
Just as I suggested this week, Democrats are now attempting, according to Byron York, to Creigh Deeds-ize 
Martha Coakley. If she is in fact tanking, now is the time to write her off as a damaged and enfeebled 
candidate, lest anyone suspect that this is a reflection on Democrats’ political liabilities. York suggests that 
Coakley’s own polls show her trailing by 5 points. So the buzzards are circling: 

“This is a Creigh Deeds situation,” the Democrat says. “I don’t think it says that the Obama agenda is a 
problem. I think it says, 1) that she’s a terrible candidate, 2) that she ran a terrible campaign, 3) that the 
climate is difficult but she should have been able to overcome it, and 4) that Democrats beware — you 
better run good campaigns, or you’re going to lose.” 

... Coakley may simply be in over her head, a woman of flawed judgment and limited political skills. In any 
other year, that might not be a barrier to election for a Democrat in a deep Blue State. But this is no ordinary 
year. 

  
  
David Goldman, (AKA - Spengler) shows how small business economic indicators are still 
down in the recovery that isn't. There is an excellent three dimensional graph here that shows 
the net job creation by firms in terms of age and size. The engine of job growth is the small start-
up. Precisely the type of effort least likely to be encouraged by Obama's hyper-government. 
A month ago, when I debated Deutsche Bank’s chief economist on Larry Kudlow’s CNBC show, the 
consensus held that a rapid recovery in employment would ensue during 2010. This expectation crashed 
and burned with last Friday’s employment report for December, showing that more than 600,000 
“discouraged workers” had left the labor force. Today we have an unexpected rise in initial claims for 
December on top of an unexpected drop in December retail sales. ... 

...A website called Shadow Government Statistics does a public service by un-adjusting the government's 
data, for example, to include “discouraged” as well as “long-term discouraged” workers in the unemployment 
rolls. By that measure US unemployment is at 22 percent, an astonishing number. ... 

...What’s happening to small business today? 

As I noted, the Discover Small Business Watch collapsed in November to an index level of 76 from 88, with 
52% of respondents reporting cash flow constraints. Every other available measure of small business 
performance looks utterly miserable. ... 

  
  
In Forbes, Amity Schlaes describes government actions that prolonged the Great Depression. 

...In researching the 1930s I found another picture. To be sure, the monetary problem, deflation, was a big 
hurdle, but there were three other factors postponing recovery. 

--Taxation. President Hoover raised the top income tax rate from 25% to more than 60%. FDR increased 
taxes on the poor with levies on liquor and slammed the highest earners by moving the top income tax rate 
above 70% and eventually above 90%. 

--Labor costs. Proto-Keynesians, the New Dealers told themselves that there was only an upside to higher 
wages: more purchasing power for the worker. The New Deal's National Recovery Administration in 1933 
and the Wagner Act of 1935 pushed wages up above the trend--for the century. The high price of labor 



meant that those who had jobs did well, which is what we've always heard about the period. But many 
people couldn't get a job at all. As the 1937 Gershwin song put it: "Nice work if you can get it." 

--Executive discretion. FDR's rule of "bold, persistent experimentation" gave him license to change the 
rules all the time, which he sometimes did on a daily basis. Since Roosevelt always thought in terms of 
politics--he was a political master--instead of economics, his discretionary moves did not always make 
economic sense. 

The result was what came to be known as a "capital strike." In 1937 William O'Neil, founder of General Tire 
& Rubber Co., described the supply side's stoppage: "[The large capitalist] will not risk financing new 
ventures if the government's take is greater than that of the average gambling house, and he knows he will 
never get it back. The small-time capitalist, who has stayed away from Wall Street and corporation finance, 
is on strike, too. He will not build the house that he needs." ... 

  
  
We have Charles Krauthammer's commentary on the effect of the Obami overreach. 

...The health-care drive is the most important reason Obama has sunk to 46 percent. But this reflects 
something larger. In the end, what matters is not the persona but the agenda. In a country where politics is 
fought between the 40-yard lines, Obama has insisted on pushing hard for the 30. And the American people 
-- disorganized and unled but nonetheless agitated and mobilized -- have put up a stout defense somewhere 
just left of midfield. ... 

...Perhaps Obama thought he'd been sent to the White House to do just that. If so, he vastly over-read his 
mandate. His own electoral success -- twinned with handy victories and large majorities in both houses of 
Congress -- was a referendum on his predecessor's governance and the post-Lehman financial collapse. It 
was not an endorsement of European-style social democracy.  

Hence the resistance. Hence the fall. The system may not always work, but it does take its revenge. 

  
  
In the Washington Examiner, Michael Barone contrasts the Tea partiers with the "educated" 
class. 
...The educated class thinks that gun control can reduce crime. But over the last 15 years, crime rates have 
plummeted thanks to Giuliani-type police tactics and while 40 states have laws permitting law-abiding 
citizens to get licenses to carry concealed weapons. 

"The educated class believes in global warming," Brooks notes. But ordinary Americans have been noticing 
that temperatures have not been rising in the last decade as climate scientists' models predicted, and they 
may have noticed those Climategate e-mails that show how climate scientists have been jiggering the 
statistics and suppressing opposing views. 

On these issues the educated class is faith-based and the ordinary Americans who increasingly reject their 
views are fact-based, just as the Obama enthusiasts are motivated by style and the tea partiers by 
substance. ... 

  
  
Mark Steyn comments on the anti-Left political climate and Tuesday's election in 
Massachusetts. 
..."People once thought Obama could sound eloquent reading the phone book," wrote Michael Gerson in 
The Washington Post last week. "Now, whatever the topic, it often sounds as though he is." ... 



...For the most part, that's just the ratchet effect of Big Government, growing, expanding, remorselessly, 
under cover of darkness. What happened this past year is that Obama and the Democratic Congress made 
it explicit, and did it in daylight. And, while Barack may be cool and stellar if you're as gullible as "the 
educated class," Nancy Pelosi and Ben Nelson most certainly aren't: There's no klieg light of celebrity to 
dazzle you from the very obvious reality that they're spending your money way faster than you can afford 
and with no inclination to stop. ... 

...As Michael Barone observed, "the educated class" was dazzled by style, the knuckledragging morons are 
talking about substance. Just before the Senate's health care vote, Obama, the silver-tongued orator, 
declared that we were "on the precipice" of historic reform. Indeed. On Tuesday, we'll find out whether even 
Massachusetts is willing to follow him off the cliff. 

  
In the WSJ, Patrick Caddell and Douglas E. Schoen are pollsters who have worked for 
Democrat presidents. They note Scott Rasmussen's excellent record, and criticize the Obami 
attacks. 

...The attacks on Rasmussen and Gallup follow an effort by the White House to wage war on Fox News and 
to brand it, as former White House Director of Communications Anita Dunn did, as "not a real news 
organization." The move backfired; in time, other news organizations rallied around Fox News. But the 
message was clear: criticize the White House at your peril.  

As pollsters for two Democratic presidents who served before Barack Obama, we view this unprecedented 
attempt to silence the media and to attack the credibility of unpopular polling as chilling to the free exercise 
of democracy. 

This is more than just inside baseball. As practicing political consultants, both of us have seen that the 
established parties try to stifle dissent among their political advisers and consultants. The parties go out of 
their way to try to determine in advance what questions will be asked and what answers will be obtained to 
reinforce existing party messages. The thing most feared is independence, which is what Mr. Rasmussen 
brings. ... 

  
  
In Contentions, Abe Greenwald blogs about China's response to Google's decision to no 
longer participate in the Great Firewall of China. Greenwald has fun pointing to Tom 
Freidman's obsequious odes to China.  

Beijing is ready to say good-bye to Google. Wang Chen, China’s State Council Information Office minister, 
has responded to Google’s principled threat to pull out of China: 

Our country is at a crucial stage of reform and development, and this is a period of marked social conflicts … 
Properly guiding Internet opinion is a major measure for protecting Internet information security. Internet 
media must always make nurturing positive, progressive mainstream opinion an important duty. Currently, 
the Internet gives space for spreading rumours and issuing false information and other actions that diminish 
confidence, and this is causing serious damage to society and the public interest. 

...The truth is that Wang Chen’s statement tells you everything you need to know about China’s supposedly 
inevitable rise. Beijing doesn’t enjoy enough legitimacy to allow its citizens to hear dissenting opinions. 
Without the free flow of ideas, China’s citizens will, in turn, remain insufficient to the task of true innovation. 
Instead, government-backed quasi-corporations will continue to tinker with gadgets from the disco era — 
bullet trains and solar power. The world’s Tom Friedmans will continue to swoon. Important technological 
innovation will come, inevitably, in a form few if any have predicted — let alone ranted about for years in the 



New York Times. And when it comes, it will come from a part of the world where disagreement and tension 
give birth to genius, not information blockades. 

  
  
The Streetwise Professor discusses the unsustainable growth in the Chinese economy. 

Infamous short-seller and sometime SWP follower Jim Chanos is very bearish on China (H/T MJ).  Sayeth 
Chanos: 

Now Mr. Chanos, a wealthy hedge fund investor, is working to bust the myth of the biggest conglomerate of 
all: China Inc. 

As most of the world bets on China to help lift the global economy out of recession, Mr. Chanos is warning 
that China’s hyperstimulated economy is headed for a crash, rather than the sustained boom that most 
economists predict. Its surging real estate sector, buoyed by a flood of speculative capital, looks like “Dubai 
times 1,000 — or worse,” he frets. He even suspects that Beijing is cooking its books, faking, among other 
things, its eye-popping growth rates of more than 8 percent. 

“Bubbles are best identified by credit excesses, not valuation excesses,” he said in a recent appearance on 
CNBC. “And there’s no bigger credit excess than in China.” He is planning a speech later this month at the 
University of Oxford to drive home his point. 

...What I find hard to understand is why so many investors and commentators seem to have bought into the 
China growth story hook, line, and sinker.  I don’t expect everybody to be as skeptical as I am, or as Chanos 
is.  But one would think that in the aftermath of a major economic contraction which plausibly resulted from 
an overly expansive monetary policy and various institutional factors that directed most of the ballooning 
credit to the real estate sector, the China boosters would at least pause to ask whether the same might be 
occurring in China.  Or to question the reported growth, that always miraculously hits official targets, much in 
the same way as Enron’s earnings always miraculously came in as expected, with metronomic regularity. ... 

 
 
 

Contentions 
Coakley: The Buzzards Gather 
by Jennifer Rubin  

Just as I suggested this week, Democrats are now attempting, according to Byron York, to Creigh Deeds-ize 
Martha Coakley. If she is in fact tanking, now is the time to write her off as a damaged and enfeebled 
candidate, lest anyone suspect that this is a reflection on Democrats’ political liabilities. York suggests that 
Coakley’s own polls show her trailing by 5 points. So the buzzards are circling: 

“This is a Creigh Deeds situation,” the Democrat says. “I don’t think it says that the Obama agenda is a 
problem. I think it says, 1) that she’s a terrible candidate, 2) that she ran a terrible campaign, 3) that the 
climate is difficult but she should have been able to overcome it, and 4) that Democrats beware — you 
better run good campaigns, or you’re going to lose.” 

They do have a point. Not only is she a lackluster candidate, she has, as Dorothy Rabinowitz documents in 
painstaking fashion, shown herself to be profoundly lacking in judgment, as evidenced by her conduct in a 
sensational child-sexual-abuse case in which horrifying, and ultimately unsubstantiated, accusations were 
made against the Amirault family. Rabinowitz describes Coakley’s role in the case’s unraveling as Gerald 
Amirault was spared his full 30-to-40-year sentence: 



In 2000, the Massachusetts Governor’s Board of Pardons and Paroles met to consider a commutation of 
Gerald’s sentence. After nine months of investigation, the board, reputed to be the toughest in the country, 
voted 5-0, with one abstention, to commute his sentence. Still more newsworthy was an added statement, 
signed by a majority of the board, which pointed to the lack of evidence against the Amiraults, and the 
“extraordinary if not bizarre allegations” on which they had been convicted. 

Editorials in every major and minor paper in the state applauded the Board’s findings. District Attorney 
Coakley was not idle either, and quickly set about organizing the parents and children in the case, bringing 
them to meetings with Acting Gov. Jane Swift, to persuade her to reject the board’s ruling. Ms. Coakley also 
worked the press, setting up a special interview so that the now adult accusers could tell reporters, once 
more, of the tortures they had suffered at the hands of the Amiraults, and of their panic at the prospect of 
Gerald going free. 

Rabinowitz argues that if Coakley believed the preposterous allegations in that case, which “no serious 
citizen does,” then “that is powerful testimony to the mind and capacities of this aspirant to a Senate seat. It 
is little short of wonderful to hear now of Ms. Coakley’s concern for the rights of terror suspects at 
Guantanamo—her urgent call for the protection of the right to the presumption of innocence.” 

Perhaps, then, there’s a measure of truth to Democrats’ whispering campaign. Coakley may simply be in 
over her head, a woman of flawed judgment and limited political skills. In any other year, that might not be a 
barrier to election for a Democrat in a deep Blue State. But this is no ordinary year.  

Spengler's First Things Blog 
The Unemployment Disaster and the 2010 Elections 
by David P. Goldman 

A month ago, when I debated Deutsche Bank’s chief economist on Larry Kudlow’s CNBC show, the 
consensus held that a rapid recovery in employment would ensue during 2010. This expectation crashed 
and burned with last Friday’s employment report for December, showing that more than 600,000 
“discouraged workers” had left the labor force. Today we have an unexpected rise in initial claims for 
December on top of an unexpected drop in December retail sales. 

It has dawned on the financial press that the jobs that were lost in the Great Recession never will come 
back, and the US economy’s previous source of employment recovery–small business–is as crushed as 
were the kulaks under Stalin. 

A website called Shadow Government Statistics does a public service by un-adjusting the govermnent’s 
data, for example, to include “discouraged” as well as “long-term discouraged” workers in the unemployment 
rolls. By that measure US unemployment is at 22 percent, an astonishing number. 



 

Here is what I wrote over at the “Inner Workings” blog Dec. 18: 

My disagreement with Deutsche Bank chief economist Joe Lavorgna over future job creation–which we 
debated last week on Larry Kudlow’s CNBC show–lies in the crucial role of small business in job creation. 
The process of job destruction (from big companies) and job creation (from small companies) are two sides 
of entrepreneurial “creative destruction.” The problem today is that we have the destruction without the 
creation. 

Companies with less than 50 employees predominated in job creation during the great economic expansion 
that ended in 2007. 

In the chart below drawn from a recent study by the Census Bureau and the University of Maryland, the 
really tall bars (reflecting net creation of new jobs) come from new and small companies. 

      

What’s happening to small business today? 



As I noted, the Discover Small Business Watch collapsed in November to an index level of 76 from 88, with 
52% of respondents reporting cash flow constraints. Every other available measure of small business 
performance looks utterly miserable. The National Federation of Independent Business Optimism Index is 
crawling along the bottom, as reported last week in the Atlantic’s business blog: 

      

  

Small business sales show no recovery at all, according to the NFIB: 

      

Joe’s argument in favor of a snapback in hiring stems from the historical relationship between inventory 
change and employment. As I calculate this (using GDP inventory data), the long-term regression coefficient 
is 57%, not bad for quarterly changes. But there’s a trick: it is very, very big in downturns, but not in 
recoveries. That is, layoffs correlate heavily with inventory liquidation. But job creation DOES NOT correlate 
with inventory rebuilding. That is because most of the jobs (I presume) are created by start-ups rather than 
big companies who hire and fire on the basis of inventories. 



Structurally, a very large percentage of job losses during recessions reflect creative destruction: big 
companies who lay off workers in recessions downsize permanently. The jobs are not replaced at the same 
companies; the old jobs go away forever, and new jobs are created at the grass roots of the economy. 

That’s why we have to look to small business for continued job growth, and why the prospects are grimmer 
than the market seems to believe. 

Visually, the relationship between changes in payrolls and changes in inventories appears quite strong: 

  

Quarter-on-Quarter Change in Inventories (GDP Basis) Vs. Payrolls (Establishment Survey) 

      

But closer examination shows that the relationship is quite one-sided: the correlation is very high in 
recessions, but practically nil in recoveries. 

  

Correlation (over 12 quarters) Between Inventory and Payroll Change vs. Payroll Change 

      

The one-sidedness of the correlation is consistent with the fact that the vast majority of new jobs during 
recoveries are created by new, small businesses. The inventory cycle is largely a function of big firms. They 
shrink in recessions and their job losses often are permanent. The old jobs are replaced by new 
entrepreneurs. 



Given the miserable situation of entrepreneurs, there is little reason to expect that future job growth wil be 
correlated with any recovery of inventories. 

  
Forbes 
More Than a Game 
by Amity Shlaes 
The era of the Great Depression is much studied by scholars these days, in good measure because 
Americans are trying to gauge the extent of the current recovery. When studying a period, you don't just look 
at the data. The culture will tell you more than numbers can. For example, 1935 wasn't merely the sixth year 
of the Depression; it was the year that the board game Monopoly took off in popularity and sales. Leading all 
the other games, the New York Times wrote, was the "season's craze, 'Monopoly,' the game of real estate." 

Readers know the game. Players try to build themselves an empire by acquiring houses and hotels. You buy 
one house, then another house, and once you get a hotel on your property and your rent revenue goes up, 
you pat yourself on the back and exclaim, "I'm compounding." The ruthless players--and we all know one--
make the game exciting and worthwhile. The bank has little discretion--he or she is just there to make 
change, and little else. If the bank is too discretionary, a player too aggressive or, worse, the two collude, the 
other players could walk away. However, the environment does not have to be perfect for players to want to 
remain in the game. It just has to be not too bad. As long as the game is tolerable, the game will move 
forward. 

The Perfect Storm 

Readers also know the traditional history of the Depression period. The Depression was a Hurricane 
Katrina, a perfect storm of monetary, credit, international and banking factors. Money was so short that 
towns such as Albion, Michigan printed their own scrip and put FDR's head on the face. Franklin Roosevelt's 
plan of "bold, persistent experimentation" inspired citizens. By putting corrupt business in its place Roosevelt 
laid the ground for recovery. By creating federal deposit insurance and the Securities & Exchange 
Commission he made markets more reliable and transparent. By spending he stimulated the economy. The 
reason the Depression lasted so long was that Herbert Hoover had made such a mess of things in the first 
place. 

Or, to explain it in Monopoly terms, there was no bank in the early 1930s, just a few powerful top hats 
bullying everyone else. Citizens longed for a bank. FDR arrived and became that bank. Order was restored, 
and eventually people could buy houses again--and, after a longer period, even hotels. 

In researching the 1930s I found another picture. To be sure, the monetary problem, deflation, was a big 
hurdle, but there were three other factors postponing recovery. 

--Taxation. President Hoover raised the top income tax rate from 25% to more than 60%. FDR increased 
taxes on the poor with levies on liquor and slammed the highest earners by moving the top income tax rate 
above 70% and eventually above 90%. 

--Labor costs. Proto-Keynesians, the New Dealers told themselves that there was only an upside to higher 
wages: more purchasing power for the worker. The New Deal's National Recovery Administration in 1933 
and the Wagner Act of 1935 pushed wages up above the trend--for the century. The high price of labor 
meant that those who had jobs did well, which is what we've always heard about the period. But many 
people couldn't get a job at all. As the 1937 Gershwin song put it: "Nice work if you can get it." 

--Executive discretion. FDR's rule of "bold, persistent experimentation" gave him license to change the 
rules all the time, which he sometimes did on a daily basis. Since Roosevelt always thought in terms of 
politics--he was a political master--instead of economics, his discretionary moves did not always make 
economic sense. 



The result was what came to be known as a "capital strike." In 1937 William O'Neil, founder of General Tire 
& Rubber Co., described the supply side's stoppage: "[The large capitalist] will not risk financing new 
ventures if the government's take is greater than that of the average gambling house, and he knows he will 
never get it back. The small-time capitalist, who has stayed away from Wall Street and corporation finance, 
is on strike, too. He will not build the house that he needs." 

If you follow this line of reasoning, what made the Depression great in duration wasn't the lack of a bank but 
too much bank. 

Unfortunately, our financial problems and policy resemble those of the 1930s too much. Income tax rates 
are moving up. The price of labor? This time around private-sector unions aren't as powerful, but public-
sector unions are, and their pension claims guarantee an avalanche of state pension crises. And worst of all 
is that under Presidents George Bush and Barack Obama, the Treasury and the Federal Reserve have 
failed to clarify rules. Instead, they are seeking a bigger "tool kit": heretofore unimagined levels of discretion. 

Recently the Manhattan Institute awarded me the Friedrich von Hayek Book Prize. I developed my 
Monopoly metaphor for the institute's Hayek lecture. Some take away from that dark philosopher's teachings 
the belief that the U.S. is now bound to become ever more socialistic--Hayek's "road to serfdom." The better 
possibility--and one Hayek also allowed for--is that if there's a strong showing by market-oriented politicians 
in November 2010, the Administration and Congress will rethink what makes the economic game worth 
playing. Remember, the bank doesn't have to be perfect; it just has to be "not too bad." The key is to get 
those players--the kind who lead strong economic recoveries--back to the board. 

Amity Shlaes is a senior fellow in economic history at the Council on Foreign Relations. 

  
Washington Post 
One year out: President Obama's fall 
by Charles Krauthammer 

What went wrong? A year ago, he was king of the world. Now President Obama's approval rating, according 
to CBS, has dropped to 46 percent -- and his disapproval rating is the highest ever recorded by Gallup at the 
beginning of an (elected) president's second year.  

A year ago, he was leader of a liberal ascendancy that would last 40 years (James Carville). A year ago, 
conservatism was dead (Sam Tanenhaus). Now the race to fill Ted Kennedy's Senate seat in bluest of blue 
Massachusetts is surprisingly close, with a virtually unknown state senator bursting on the scene by turning 
the election into a mini-referendum on Obama and his agenda, most particularly health-care reform.  

A year ago, Obama was the most charismatic politician on Earth. Today the thrill is gone, the doubts 
growing -- even among erstwhile believers.  

Liberals try to attribute Obama's political decline to matters of style. He's too cool, detached, uninvolved. 
He's not tough, angry or aggressive enough with opponents. He's contracted out too much of his agenda to 
Congress.  

These stylistic and tactical complaints may be true, but they miss the major point: The reason for today's 
vast discontent, presaged by spontaneous national Tea Party opposition, is not that Obama is too cool or 
compliant but that he's too left.  

It's not about style; it's about substance. About which Obama has been admirably candid. This out-of-
nowhere, least-known of presidents dropped the veil most dramatically in the single most important political 
event of 2009, his Feb. 24 first address to Congress. With remarkable political honesty and courage, Obama 



unveiled the most radical (in American terms) ideological agenda since the New Deal: the fundamental 
restructuring of three pillars of American society -- health care, education and energy.  

Then began the descent -- when, more amazingly still, Obama devoted himself to turning these statist 
visions into legislative reality. First energy, with cap-and-trade, an unprecedented federal intrusion into 
American industry and commerce. It got through the House, with its Democratic majority and Supreme 
Soviet-style rules. But it will never get out of the Senate.  

Then, the keystone: a health-care revolution in which the federal government will regulate in crushing detail 
one-sixth of the U.S. economy. By essentially abolishing medical underwriting (actuarially based risk 
assessment) and replacing it with government fiat, Obamacare turns the health insurance companies into 
utilities, their every significant move dictated by government regulators. The public option was a sideshow. 
As many on the right have long been arguing, and as the more astute on the left (such as The New Yorker's 
James Surowiecki) understand, Obamacare is government health care by proxy, single-payer through a 
facade of nominally "private" insurers.  

At first, health-care reform was sustained politically by Obama's own popularity. But then gravity took hold, 
and Obamacare's profound unpopularity dragged him down with it. After 29 speeches and a fortune in 
squandered political capital, it still will not sell.  

The health-care drive is the most important reason Obama has sunk to 46 percent. But this reflects 
something larger. In the end, what matters is not the persona but the agenda. In a country where politics is 
fought between the 40-yard lines, Obama has insisted on pushing hard for the 30. And the American people 
-- disorganized and unled but nonetheless agitated and mobilized -- have put up a stout defense somewhere 
just left of midfield.  

Ideas matter. Legislative proposals matter. Slick campaigns and dazzling speeches can work for a while, but 
the magic always wears off.  

It's inherently risky for any charismatic politician to legislate. To act is to choose and to choose is to 
disappoint the expectations of many who had poured their hopes into the empty vessel -- of which candidate 
Obama was the greatest representative in recent American political history.  

Obama did not just act, however. He acted ideologically. To his credit, Obama didn't just come to 
Washington to be someone. Like Reagan, he came to Washington to do something -- to introduce a 
powerful social democratic stream into America's deeply and historically individualist polity.  

Perhaps Obama thought he'd been sent to the White House to do just that. If so, he vastly over-read his 
mandate. His own electoral success -- twinned with handy victories and large majorities in both houses of 
Congress -- was a referendum on his predecessor's governance and the post-Lehman financial collapse. It 
was not an endorsement of European-style social democracy.  

Hence the resistance. Hence the fall. The system may not always work, but it does take its revenge. 

  
  
Washington Examiner 
Obama's rapturous style versus tea party substance 
by Michael Barone 

In his New York Times column last week, David Brooks contrasted "the educated class," which supports 
Barack Obama and his liberal worldview, with the tea party movement, "a large, fractious confederation of 
Americans who are defined by what they are against, ... the concentrated power of the educated class." 



Many conservatives read Brooks as putting down the tea partiers. I think he was indicating distaste for both 
sides. "I'm not a fan" of the tea party movement, he wrote, but he also noted, "Every single idea associated 
with the educated class has grown more unpopular over the year." 

Still, it sounds like Brooks was indulging the conceit of so many liberals that they are, well, simply smarter 
than conservatives. 

But when you look back over the surges of enthusiasm in the politics of the last two years, you see 
something like this: The Obama enthusiasts who dominated so much of the 2008 campaign cycle were 
motivated by style. The tea party protesters who dominated so much of 2009 were motivated by substance. 

Remember those rapturous crowds that swooned at Barack Obama's rhetoric. "We are the change we are 
seeking," he proclaimed. "We will be able to look back and tell our children," that "this was the moment when 
the rise of the oceans began to slow and our planet began to heal." 

A lot of style there, but not very much substance. A Brookings Institution scholar who produced nothing 
more than that would soon be looking for a new job. 

In retrospect, the Obama enthusiasts seem to have been motivated by a yearning for a rapturous, nuanced 
leader. Send that terrible tyrant with his tortured sentences and moral certitude back to Texas and install 
The One in the White House, and all would be well. 

The Obama enthusiasts have achieved that goal, and perhaps it's not surprising that, as polls show, they're 
not much engaged in the details of the health care bills or cap-and-trade legislation or looming tax increases 
and the like. They, or at least most of them, were never much interested in those things anyway. 

In contrast, the tea party protesters, many of them as fractious and loudmouthed as David Brooks thinks, are 
interested in substantive political issues. They decry the dangers of expanding the national debt, increasing 
government spending, and putting government in command of the health care sector. 

Their concerns have basis in fact. The national debt is on a trajectory to double as a percentage of the 
economy over 10 years, and the Democrats' health care bills threaten to bend the cost curve up. Higher 
taxes could choke off economic recovery and keep unemployment up near double-digit rates for years. 

Last year's stimulus bill surreptitiously raised the budget baseline for many domestic spending programs and 
sent money to state and local governments -- a payoff to the public employee unions who spent more than 
$100 million to elect Democrats in 2008. 

Agree with the tea party folk or not, these are substantive public policy issues of fundamental importance. 

Or look at other issues on which Brooks notes, correctly, that Americans have been moving away from 
positions "associated with the educated class." 

The educated class thinks that gun control can reduce crime. But over the last 15 years, crime rates have 
plummeted thanks to Giuliani-type police tactics and while 40 states have laws permitting law-abiding 
citizens to get licenses to carry concealed weapons. 

"The educated class believes in global warming," Brooks notes. But ordinary Americans have been noticing 
that temperatures have not been rising in the last decade as climate scientists' models predicted, and they 
may have noticed those Climategate e-mails that show how climate scientists have been jiggering the 
statistics and suppressing opposing views. 

On these issues the educated class is faith-based and the ordinary Americans who increasingly reject their 
views are fact-based, just as the Obama enthusiasts are motivated by style and the tea partiers by 
substance. 



As the educated class bitterly clings to its contempt for the increasing numbers not enlightened enough to 
share its views, other Americans have noticed, even in the liberal heartland of Massachusetts, where 
Republican Scott Brown seems on the brink of an upset victory in the special Senate election next Tuesday. 
That would have reverberations for the educated class an awful lot like that tea party back in 1773. 

  
  
Orange County Register 
Can Obama hold Teddy's seat? 
by Mark Steyn 
 

I've been out of the country for a couple of days, so let me see if I've got this right: 

America's preparing to celebrate the first anniversary of Good King Barack the Hopeychanger's reign by 
electing a Republican? 

In Massachusetts? 

In what the tin-eared plonkers of the Democrat machine still insist on calling "Ted Kennedy's seat"? 

Remember the good old days when the glossy magazine covers competed for the most worshipful image of 
the new global colossus? If you were at the Hopeychange inaugural ball on Jan. 20, 2009, when Barney 
Frank dived into the mosh pit, and you chanced to be underneath when he landed, and you've spent the 
past year in a coma, you must surely wonder if you've woken up in an alternative universe. The last thing 
you remember before Barney came flying down is Harry Reid waltzing you round the floor while murmuring 
sweet nothings about America being ready for a light-skinned brown man with no trace of a Negro dialect. 
And now you're in some dystopian nightmare where Massachusetts is ready for a nude-skinned Brown man 
with no trace of a Kennedy dialect. 

How can this be happening? 

You don't need to have been in an actual coma. Subscribing to The Boston Globe, the unreadable and 
increasingly unread Massachusetts snooze-sheet, has much the same effect. As the house organ of a 
decrepit one-party state, the Globe endorsed Martha Coakley with nary a thought using its Sober Thoughtful 
Massachusetts Election Editorial template ("[INSERT NAME OF CAREERIST HACK HERE] For 
Governor/Senator/Mayor/Whatever") and dutifully obscured what happened when one of the candidate's 
minders shoved to the sidewalk a reporter who had the lese majeste to ask an unhelpful question. If you're 
one of the dwindling band of Bay Staters who rely on the Globe for your news, you would never have known 
that a Massachusetts pseudo-"election" had bizarrely morphed into a real one – you know, with two 
candidates, just like they have in Bulgaria and places. On Friday, the paper finally acknowledged that 
something goofy was happening: As the revealing headline put it, "Race Is In A Spinout." As in "spinning out 
of control"? You mean, out of the control of the party and its dopey media cheerleaders? What they really 
mean is that the Democrats' coronation procession is in a spinout. 

Now this is Massachusetts, so the Dems may yet regain control of the spinout and get back on track for 
victory. If not, they've already taken the precaution of tossing Martha Coakley under the bus the way her 
minder sent that guy to the sidewalk. Martha? Oh, hopeless candidate. 

Terrible campaign. Difficult climate. Yes, but this is Massachusetts. 

Tone-deaf candidates running on nothing but a sense of their own entitlement are all but compulsory: This is 
a land where John Kerry demonstrates the common touch by windsurfing off Nantucket in buttock-hugging 
yellow Spandex. 



As for the "climate," that gets closer to the truth, but, as my colleague Jonah Goldberg pointed out, in this 
case the Democrats created the climate. If Scott Brown gives Martha Coakley a run for her money on 
Election Day, Jan. 19, 2010, will be a direct consequence of Jan. 20, 2009. Once upon a time, Barack 
Obama, in the words of Newsweek editor Evan Thomas, was "standing above the country, above the world, 
he's sort of God." Seeking to explain why the God of Hope had fallen farther faster than any modern 
president, David Brooks of the New York Times argued that the tea-party movement had declared war on 
"the educated class." He seemed to think this was some sort of inverted snobbery: If "the educated class" is 
for it – "health" "care" "reform," cap-and-trade, Miranda rights for terrorists – Joe Six-Pack and his fellow 
knuckledragging morons are reflexively opposed to it. 

This almost exactly inverts what really happened over this past year. 

"The educated class" turned out to be not that educated – if, by "educated," you mean knowing stuff. They 
were dazzled by Obama. As David Brooks noted after his first meeting with Obama, "I was looking at his 
pant leg and his perfectly creased pant, and I'm thinking, a) he's going to be president and b) he'll be a very 
good president." And once you raised your eyes above pant level it only got better: "Our national oratorical 
superhero," gushed New York magazine, "a honey-tongued Frankenfusion of Lincoln, Gandhi, Cicero, 
Jesus, and all our most cherished national acronyms (MLK, JFK, RFK, FDR)." 

Where'd that guy go? "People once thought Obama could sound eloquent reading the phone book," wrote 
Michael Gerson in The Washington Post last week. "Now, whatever the topic, it often sounds as though he 
is." 

If the educated class's pant legs weren't as perfectly creased as Obama's, that's because they were soaking 
wet. While the smart set were demonstrating all the sober forensic analysis of a Jonas Brothers audience, 
the naysayers were looking at the actual policies: What is this going to cost me? And my children? And the 
country? A week before the presidential election, I wrote in this space: 

"Settled democratic societies rarely vote to 'go left.' Yet oddly enough that's where they've all gone. In its 
assumptions about the size of the state and the role of government, almost every advanced nation is more 
left than it was, and getting lefter." 

For the most part, that's just the ratchet effect of Big Government, growing, expanding, remorselessly, under 
cover of darkness. What happened this past year is that Obama and the Democratic Congress made it 
explicit, and did it in daylight. And, while Barack may be cool and stellar if you're as gullible as "the educated 
class," Nancy Pelosi and Ben Nelson most certainly aren't: There's no klieg light of celebrity to dazzle you 
from the very obvious reality that they're spending your money way faster than you can afford and with no 
inclination to stop. 

"The educated class" is apparently too educated to grasp this insufficiently nuanced point. 

It's not just the money. The notion that the IRS should be able to seize your assets if you don't arrange your 
health care to the approval of the federal government represents the de facto nationalization of your body, 
which is about as primal an assault on individual liberty as one could devise. 

As Michael Barone observed, "the educated class" was dazzled by style, the knuckledragging morons are 
talking about substance. Just before the Senate's health care vote, Obama, the silver-tongued orator, 
declared that we were "on the precipice" of historic reform. Indeed. On Tuesday, we'll find out whether even 
Massachusetts is willing to follow him off the cliff. 

  
  
 
 



WSJ 
Don't Shoot the Pollster  
Attacks on Scott Rasmussen and Fox News show a disturbing attitude toward dissent. 
by Patrick Caddell and Douglas E. Schoen 

Polling is both an art and a science, but recently it's also become a subject of political intimidation. 

One shot was fired by White House Press Secretary Robert Gibbs on Dec. 8, when he dismissed Gallup's 
daily tracking of President Obama's job approval. It had hit a record low of 47%, and Mr. Gibbs called the 
results meaningless: 

"If I was a heart patient and Gallup was my EKG I'd visit my doctor. If you look back I think five days ago. . . 
there was an 11 point spread, now there's a one point spread. . . I'm sure a six-year-old with a crayon could 
do something not unlike that. I don't put a lot of stake in, never have, in the EKG that is the daily Gallup 
trend. I don't pay a lot of attention to meaninglessness."  

Polling is a science because it requires a range of sampling techniques to be used to select a sample. It is 
an art because constructing a sample and asking questions is something that requires skill, experience and 
intellectual integrity. The possibility of manipulation—or, indeed, intimidation—is great.  

A recent case in point is what has happened to Scott Rasmussen, an independent pollster we both work 
with, who has an unchallenged record for both integrity and accuracy. Mr. Rasmussen correctly predicted 
the 2004 and 2008 presidential races within a percent, and accurately called the vast majority of contested 
Senate races in 2004 and 2006. His work has sometimes been of concern for Republicans, particularly 
when they were losing congressional seats in 2004 and 2006.  

Most recently, Mr. Rasmussen has been the leader in chronicling the decline in the public's support for 
President Obama. And so he has been the target of increasingly virulent attacks from left-wing bloggers 
seeking to undermine his credibility, and thus muffle his findings. A Politico piece, "Low Favorables: 
Democrats Rip Rasmussen," reported on the attacks from blogs like the Daily Kos, Swing State Project, and 
Media Matters. 

"Rasmussen Caught With Their Thumb on the Scale," cried the Daily Kos last summer. "Rasmussen 
Reports, You Decide," the blog Swing State Project headlined not long ago in a play on the Fox News motto.  

"I don't think there are Republican polling firms that get as good a result as Rasmussen does," Eric Boehlert, 
a senior fellow with the progressive research outfit Media Matters, said in a Jan. 2 Politico article. "His data 
looks like it all comes out of the RNC."  

Liberals have also noted that Rasmussen's daily presidential tracking polls have consistently placed Mr. 
Obama's approval numbers around five percentage points lower than other polling outfits throughout the 
year. This is because Rasmussen surveys likely voters, who are now more Republican in orientation than 
the overall electorate. (Gallup and other pollsters survey the entire adult population.) On other key issues 
like health care, Rasmussen's numbers have been echoed by everyone else.  

Mr. Rasmussen, who is avowedly not part of the Beltway crowd in Washington, has been willing to take on 
issues like ethics and corruption in ways no other pollsters have been able to do. He was also one of the first 
pollsters to stress people's real fear of the growing size of government, the size of the deficit, and the 
concern about spending at a time when these issues were not really on Washington's radar screen.  

The reaction against him has been strident and harsh. He's been called an adjunct of the Republican Party 
when in fact he has never worked for any political party. Nor has he consulted with any candidates seeking 
elective office.  



The attacks on Rasmussen and Gallup follow an effort by the White House to wage war on Fox News and to 
brand it, as former White House Director of Communications Anita Dunn did, as "not a real news 
organization." The move backfired; in time, other news organizations rallied around Fox News. But the 
message was clear: criticize the White House at your peril.  

As pollsters for two Democratic presidents who served before Barack Obama, we view this unprecedented 
attempt to silence the media and to attack the credibility of unpopular polling as chilling to the free exercise 
of democracy. 

This is more than just inside baseball. As practicing political consultants, both of us have seen that the 
established parties try to stifle dissent among their political advisers and consultants. The parties go out of 
their way to try to determine in advance what questions will be asked and what answers will be obtained to 
reinforce existing party messages. The thing most feared is independence, which is what Mr. Rasmussen 
brings. 

Mr. Gibbs's comments and the recent attempts by the Democratic left to muzzle Scott Rasmussen reflect a 
disturbing trend in our politics: a tendency to try to stifle legitimate feedback about political concerns—
particularly if the feedback is negative to the incumbent administration. 

Mr. Caddell served as a pollster for President Jimmy Carter. Mr. Schoen, who served as a pollster for 
President Bill Clinton, is the author of "The Political Fix" just out from Henry Holt 

  
Contentions 
Going Google 
by Abe Greenwald  

Beijing is ready to say good-bye to Google. Wang Chen, China’s State Council Information Office minister, 
has responded to Google’s principled threat to pull out of China: 

"Our country is at a crucial stage of reform and development, and this is a period of marked social conflicts 
… Properly guiding Internet opinion is a major measure for protecting Internet information security. Internet 
media must always make nurturing positive, progressive mainstream opinion an important duty. Currently, 
the Internet gives space for spreading rumours and issuing false information and other actions that diminish 
confidence, and this is causing serious damage to society and the public interest." 

Let’s put this retrograde autocratic boilerplate up against this week’s column by China fetishist Thomas 
Friedman. The multi-Pulitzer Man sounded, characteristically, indistinguishable from a China lobbyist: 

"All the long-term investments that China has made over the last two decades are just blossoming and could 
really propel the Chinese economy into the 21st-century knowledge age, starting with its massive investment 
in infrastructure. Ten years ago, China had a lot bridges and roads to nowhere. Well, many of them are now 
connected. It is also on a crash program of building subways in major cities and high-speed trains to 
interconnect them. China also now has 400 million Internet users, and 200 million of them have broadband. 
Check into a motel in any major city and you’ll have broadband access. America has about 80 million 
broadband users." 

Poor, declining America. The writing is on the wall, isn’t it? A once-great nation is now muddling along with 
its quaint democratic government, passé freedoms, sub-bullet-speed trains and — the kiss of death for any 
great civilization — bad motel Internet. 

That’s an interesting metric by which to assess superpower status. Friedman might want to put a little more 
weight on the fact that those 80 million Americans can perform what would constitute a Chinese Miracle: 
entering “Tiananmen massacre” into a search engine and getting a result. But no. Apparently “the 21st-



century knowledge age” is best suited to states that systematically ban knowledge. The important thing is 
Jetsons-like rail travel. Here’s Friedman’s sci-fi-Wi-Fi obsession on particularly nasty display in a column 
from last week: 

"Being in China right now I am more convinced than ever that when historians look back at the end of the 
first decade of the 21st century, they will say that the most important thing to happen was not the Great 
Recession, but China’s Green Leap Forward. The Beijing leadership clearly understands that the E.T. — 
Energy Technology — revolution is both a necessity and an opportunity, and they do not intend to miss it. 

We, by contrast, intend to fix Afghanistan. Have a nice day." 

There’s the backward U.S. for you, focusing on terrorism and freedom when the future belongs to trains and 
laptops. 

But what does Friedman do now? Upon his return to the impossibly slow U.S., how does he explain 
Google’s decision that human rights trump a share of the Chinese market? How does he discuss this without 
citing an old-fashioned American emphasis on liberty and justice? Whose side will Friedman and other 
China obsessives take? If other Internet and tech giants (grudgingly) follow, where does that leave his 
beloved regime? 

The truth is that Wang Chen’s statement tells you everything you need to know about China’s supposedly 
inevitable rise. Beijing doesn’t enjoy enough legitimacy to allow its citizens to hear dissenting opinions. 
Without the free flow of ideas, China’s citizens will, in turn, remain insufficient to the task of true innovation. 
Instead, government-backed quasi-corporations will continue to tinker with gadgets from the disco era — 
bullet trains and solar power. The world’s Tom Friedmans will continue to swoon. Important technological 
innovation will come, inevitably, in a form few if any have predicted — let alone ranted about for years in the 
New York Times. And when it comes, it will come from a part of the world where disagreement and tension 
give birth to genius, not information blockades. 

Even as the Obama administration abandons the long-standing American policy of supporting human rights 
and democracy abroad, other parties take up the torch to heartening effect. That, after all, is what it means 
to be a superpower: to embrace and offer compelling ideas that resonate in unexpected corners and live in 
unforeseen contingents. Ideas that, to some extent, do the work of advancing your interests for you. We saw 
this unfold with Iran’s pro-American democrats, and now we see it in the American corporate sector. Such 
displays of integrity can’t but shame cynics on their speed trains to magical futures. 

  
Streetwise Professor 
The Bear and the Tiger 
by The Professor 

Infamous short-seller and sometime SWP follower Jim Chanos is very bearish on China (H/T MJ).  Sayeth 
Chanos: 

Now Mr. Chanos, a wealthy hedge fund investor, is working to bust the myth of the biggest conglomerate of 
all: China Inc. 

As most of the world bets on China to help lift the global economy out of recession, Mr. Chanos is warning 
that China’s hyperstimulated economy is headed for a crash, rather than the sustained boom that most 
economists predict. Its surging real estate sector, buoyed by a flood of speculative capital, looks like “Dubai 
times 1,000 — or worse,” he frets. He even suspects that Beijing is cooking its books, faking, among other 
things, its eye-popping growth rates of more than 8 percent. 



“Bubbles are best identified by credit excesses, not valuation excesses,” he said in a recent appearance on 
CNBC. “And there’s no bigger credit excess than in China.” He is planning a speech later this month at the 
University of Oxford to drive home his point. 

I can’t disagree, and have been expressing skepticism about the sustainability of China’s growth for some 
months.  I referred to China as the Michael Jackson economy: kept performing by outsized doses of artificial 
stimulants.  That can work for awhile, but as MJ (not the SWP reader:) showed, the ultimate effects are likely 
catastrophic. 

What I find hard to understand is why so many investors and commentators seem to have bought into the 
China growth story hook, line, and sinker.  I don’t expect everybody to be as skeptical as I am, or as Chanos 
is.  But one would think that in the aftermath of a major economic contraction which plausibly resulted from 
an overly expansive monetary policy and various institutional factors that directed most of the ballooning 
credit to the real estate sector, the China boosters would at least pause to ask whether the same might be 
occurring in China.  Or to question the reported growth, that always miraculously hits official targets, much in 
the same way as Enron’s earnings always miraculously came in as expected, with metronomic regularity. 

Part of the credulity seems to stem from a confidence that Chinese planners have the ability to manage the 
economy efficiently and avoid a bubble followed by a crash.  You know, sort of the same attitude that gave 
people confidence in the genius that was Greenspan.  Well, Greenspan was no maestro, and it would be 
foolish in the extreme to expect China’s rulers to be any more adept with the baton (or, should I say “wand,” 
apropos the Sorcerer’s Apprentice?).  At the very least, it is prudent to recognize that there are serious 
downside risks in China. 

The NYT article states that Chinese regulations make it difficult for Chanos and others to trade on that view. 
 As the old Diamond-Verrechia article demonstrates, such restrictions can delay the market’s reckoning.  But 
not indefinitely.  China is riding the tiger, and has deliberately taken a huge calculated risk in its massive 
stimulus program.  The historical track record of these initiatives is spotty at best.  Moreover, the Chinese 
strategy is implicitly based on a strong recovery in the developed nations generally, and the US particularly, 
and the prospect for that is shaky.  Add to that the fact that China is massively long the dollar, and hence 
somewhat a hostage to the highly uncertain effects of the Fed’s unprecedented monetary policies, and the 
course of those policies going forward.  Putting it all together, the downside risks are pretty sobering.  At 
least you’d think they’d be. 

  
  



 
  
  

 
  
  



 

 
  



 
 


