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For a comparison to the challenges President Obama and the nation face with the present economic crisis, you do not have to go back as far as the 1930s and the Great Depression. In 1981 President Ronald Reagan assumed a crisis akin to the magnitude of the current crisis. Unemployment was over 7% and climbing, inflation was running at a 12.5% rate, interest rates were in the high teens and the stock market had been stagnant since 1966.
The one big difference from the 1980s is the decline in global markets stemming largely from the burst of the housing market bubble in the United States. This collapse was primarily caused by mismanagement of Fannie Mae and Freddie Mac (Government Sponsored Enterprises) that had cornered more than half of the residential mortgage market in the U. S. by encouraging thousands of subprime and substandard mortgages.
When the Bush Administration in 2005 and 2007 warned of impending collapse of these Enterprises and called for reform, Democrat members of Congress such as Barney Frank and Franklin Raines, former Director of the Office of Management & Budget under President Clinton and Chief Executive Officer of Fannie Mae, blocked the necessary reform. Raines stated in an op-ed piece in the HOUSTON CHRONICLE on July 20, 2008: “Don’t bail out Fannie Mae and Freddie Mac. They don’t need it”. He was later dismissed for severe irregularities discovered in Fannie Mae and the Treasury (taxpayers) paid $55 billion dollars to bailout Fannie Mae. The Congressional Budget Office has estimated that Fannie Mae will need up to $238 billion dollars to pay guarantees on their mortgage-backed securities. President Obama has falsely claimed that the Bush tax cuts are to blame for the economic downturn.
As rates of mortgage defaults and foreclosures escalated, prices for mortgage-backed securities declined and many banks and financial institutions were saddled with huge loan losses. Banks and financial institutions ceased to lend and to assume risk causing a decline in economic activity by December 2007. The two longest recessions since the Great Depression, that lasted 10 years, were 16 months that ended in March 1975 and November 1982. 
Everyone believes steps should be taken to generate economic activity. The debate has been about what steps should to be taken in order to stimulate economic activity. The Democrat approach has been primarily government spending similar to President Roosevelt’s New Deal, an Obama New, New Deal. Republicans favor primarily tax cuts. There is a legitimate argument about which will get money into the hands of the people quickly in order to encourage and increase economic activity.

If history is any teacher, I believe tax cuts are clearly the winner. President Obama has charged Republicans with using “tired arguments and worn ideas” and “fake theories of the past”.  But President Kennedy in the 1960s, President Reagan in the 1980s and President Gorge W. Bush in 2001 reduced taxes and economic growth and low unemployment followed. During the Great Depression, President Roosevelt’s massive spending did not reduce unemployment or promote economic growth. In 1937 manufacturing slumped and the Stock Market plunged by 40%.  Roosevelt was described as not knowing which way to turn.  By May 1939 with unemployment at 20%, Henry Morgenthau, Roosevelt’s loyal Secretary of Treasury, admitted: “We have tried spending money. We are spending more than we have ever spent before and it does not work…. We never made good on our promises….I say after eight years of this Administration, we have just as much unemployment as when we started….And an enormous debt to boot!” (NEW DEAL or RAW DEAL? Burton W. Folsom, Jr.). In 1935 Roosevelt raised the marginal income tax rate on top incomes to 79% and later raised it to 90%.
The plethora of federal programs was politicized and Democrats proceeded to use federal money to gain votes at election time. Burton reported that: “One Works Progress Administration (WPA) director in New Jersey- a corrupt but candid man- answered his office phone, ‘Democratic Headquarters’ “. It is estimated that the stimulus plan will create 600,000 government employees.
The so-called stimulus plan contains a plethora of spending programs. There is nearly $260 billion dollars in new means-tested welfare spending estimated to cost $787 billion dollars over a ten year period (Heritage Foundation). Presently there are fifty means-tested programs in the federal government.
The federal budget deficit will balloon to well over trillions of dollars. Tax increases will not be adequate to cover this debt and China or other foreign countries cannot cover it. The government will be forced to print more money. The result will be inflation similar or worse than in the 1970s when the cost of living exceeded 15%. This is why Republicans, except for three U. S. Senators, have opposed the stimulus plan.
