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PREFACE

Growing up, I remember walking to school in Athens past a statue of President Truman. The statue was a daily reminder of the magnificent nation responsible for, among other things, the Marshall Plan.

Everyone in Greece either had a family member, or, like my family, a friend, who’d left to find a better life in America. That was the phrase everyone associated with America: “a better life.” America was a place you could go to work really hard, make a good living, and even send money back home—a better life.

I was sixteen when I first came to America as part of a program called the Experiment in International Living. I spent the summer in York, Pennsylvania, staying with four different families. I went back to Athens, and then soon went on to Cambridge and London. But part of me remained in America.

When I came back in 1980, I knew that this time it would be for good. Thirty years later, there’s still no other place I’d rather live. Over that time, one of the characteristics I’ve come to love the most about my adopted country is its optimism. In fact, it melded perfectly with my own Greek temperament: Zorba the Greek meets the American spirit. The Italian journalist Luigi Barzini wrote that America “is alarmingly optimistic, compassionate, incredibly generous … It was a spiritual wind that drove Americans irresistibly ahead from the beginning.”1 The only downside of the optimistic spirit is that it can sometimes prevent us from seeing what is unfolding until it’s too late.

In recent years, as the evidence mounted about the road we’re on as a country—one that I was sure would prove disastrous if we failed to course-correct in time—I was conflicted. I wanted to believe everything would turn out okay, as it has so often in the past. But the stubborn facts kept nagging at me as the warning signs became more and more numerous. I had to choose whether to sound like Cassandra or fall back on a double dose of the congenital optimism of both my native and adopted countries and assume it was all just another speed bump on the road to a “more perfect union.” It’s never fun being Cassandra. But remember, Cassandra ended up being right. And the Trojans, who remained blissfully blind to her warnings, ended up being very wrong and very dead.

So, yes, as I look around at our great, sprawling country, we are obviously not yet a Third World nation. But we are well on our way. This is the unspoken fear of so many out-of-work Americans and those still at work but anxious about their futures and the futures of their children. My goal for this book is to sound the alarm so that we never do become “Third World America.”

“America,” Winston Churchill reportedly said, “can always be counted on to do the right thing, after it has exhausted all other possibilities.”2 Well, we have exhausted a lot of possibilities, and for millions of the unemployed, the underemployed, the ones whose homes have been foreclosed, and the ones who’ve declared bankruptcy or can’t pay their credit card bills, the process has already been very painful. It’s time now to do the right things.

The book closes on an optimistic note. Part 5 is about many of those right things being done around the country. Because in the end, despite the acts of greed, cronyism, and disregard for the public interest committed by both business and political leaders, I am ultimately heartened by the resilience, creativity, and largely unheralded acts of compassion and empathy that I see among Americans everywhere. Turning our country around will take the concerted effort of citizens all across America, standing up for themselves, their families, and their communities—both demanding change and embodying it—and keeping the promise of the American Dream alive for future generations.
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“Third World America.”

It’s a jarring phrase, one that is deeply contrary to our national conviction that America is the greatest nation on Earth—as well as the richest, the most powerful, the most generous, and the most noble. It also doesn’t match our day-to-day experience of the country we live in—where it seems there is, if not a chicken in every pot, then a flat-screen TV on every wall. And we’re still the world’s only military superpower, right?

So what, exactly, does it mean—“Third World America”?

For me, it’s a warning: a shimmering foreshadowing of a possible future. It is the flip side of the American Dream—an American nightmare of our own making.

I use it to sum up the ugly facts we’d rather not know, to connect the uncomfortable dots we’d rather not connect, and to articulate one of our deepest fears as a people—that we are slipping as a nation. It’s a harbinger, a clanging alarm telling us that if we don’t correct our course, contrary to our history and to what has always seemed to be our destiny, we could indeed become a Third World nation—a place where there are only two classes: the rich … and everyone else. Think Mexico or Brazil, where the wealthy live behind fortified gates, with machine-gun-toting guards protecting their children from kidnapping.

A place that failed to keep up with history. A place not taken down by a foreign enemy, but by the avarice of our corporate elite and the neglect of our elected leaders.

The warning lights on our national dashboard are flashing red: Our industrial base is vanishing, taking with it the kind of jobs that have formed the backbone of our economy for more than a century; our education system is in shambles, making it harder for tomorrow’s workforce to acquire the information and training it needs to land good twenty-first-century jobs; our infrastructure—our roads, our bridges, our sewage and water and transportation and electrical systems—is crumbling.

And America’s middle class, the driver of so much of our creative and economic success—the foundation of our democracy—is rapidly disappearing, taking with it a key component of the American Dream: the promise that, with hard work and discipline, our children will have the chance to do better than we did, just as we had the chance to do better than the generation before us.

Nothing better illustrates the ways in which we have begun to travel down this perilous road than the sorry state of America’s middle class. So long as our middle class is thriving, it would be impossible for America to become a Third World nation. But the facts show a different trajectory. It’s no longer an exaggeration to say that middle-class Americans are an endangered species.

“The middle class has been under assault for a long time,” President Obama said early in 2010 while announcing a series of modest proposals to bolster what he called “the class that made the twentieth century the American century.”1

During the 2008 campaign, Barack Obama’s guiding principle was that he “would not forget the middle class.”2 Indeed, David Plouffe, Obama’s campaign manager, told me after the election, “We held that North Star in our sights at all times. We made many mistakes along the way, but we always remembered that we were running because, as Barack put it, the dreams so many generations had fought for were slipping away.” Well, you’d need a pretty powerful telescope to see that North Star these days.

According to Plouffe, Obama and his team decided that he should make a run for the White House because “the core leadership had turned rotten” and “the people were getting hosed.”3 But the extent to which the people have continued to be hosed and the middle class assaulted becomes shockingly clear when the baby steps taken to bail out Main Street are compared to the all-hands-on-deck, no-expenses-spared bailout of Wall Street. In fact, the economic devastation of the middle class is a lot more threatening to the long-term stability of the country than the financial crisis that saw trillions of taxpayer dollars funneled—either directly or through government guarantees—to Wall Street.

The middle class is teetering on the brink of collapse just as surely as AIG was in the fall of 2009—only this time, it’s not just one giant insurance company (and its banking counterparties) facing disaster, it’s tens of millions of hardworking Americans who played by the rules. This country’s middle class is going the way of Lehman Brothers—disappearing in front of our eyes. A decline that began decades ago has now become a plummeting free fall.

Just how bad things have gotten was succinctly—and bracingly—summed up by Elizabeth Warren, chair of the Congressional Oversight Panel charged with monitoring the Troubled Asset Relief Program (TARP): “One in five Americans is unemployed, underemployed or just plain out of work.4 One in nine families can’t make the minimum payment on their credit cards. One in eight mortgages is in default or foreclosure. One in eight Americans is on food stamps. More than 120,000 families are filing for bankruptcy every month. The economic crisis has wiped more than $5 trillion from pensions and savings.”

The Bush and Obama administrations bailed out America’s big banks because it suddenly became imaginable that the financial system might collapse. When we take a hard look at what’s happening to America’s middle class, its disappearance suddenly becomes not only imaginable but, unless drastic action is taken, inevitable.

SHORTING THE MIDDLE CLASS

In April 2010, the shot heard around the country—or at least around Wall Street and Capitol Hill—was the Securities and Exchange Commission suing Goldman Sachs for fraud.5 It was big news in itself, as Goldman Sachs has become the poster child for the deep disconnect between Wall Street and Main Street. But much more important than the Goldman case in particular was the light it shed on what the financial and political elite had been doing to America for the last thirty years: shorting the middle class.

The American people have been sold on the very American idea that working hard and playing by the rules would ensure some modicum of prosperity and stability, while at the same time Wall Street has been overseeing a massive transfer of wealth from the middle class to the richest Americans. Ordinary working Americans were seen as the counterparty in a zero-sum bet—in Wall Street parlance, the proverbial “dumb money” at the table.

The results have been devastating: a disappearing middle class, a precipitous drop in economic and social mobility, and, ultimately, the undermining of the foundation of our democracy.

The human toll of the shorting of the middle class is tallied every day on websites such as Recessionwire.com, LayoffSupportNetwork.com, and HowIGotLaidOff.com, where the casualties of Wall Street’s systemic scam share their personal stories. One tale in particular struck me as emblematic of the place America’s middle class finds itself these days. It feels like a dark reboot of the American Dream. Think Horatio Alger rewritten by O. Henry—or Rod Serling.

It’s the story of Dean Blackburn of Alameda, California. The first part of his life was a classic American success story. Raised in Minnesota by a single mom who worked as a teacher, he was “middle class by default.” Through a combination of smarts and hard work, he made his way to Yale, then, for seventeen years, he steadily progressed up the economic ladder, gaining skills as a project manager, analyst, and IT director.

Then came February 2009, when, at age thirty-five, he was laid off on the last day of the month. His boss chose that day because it meant the company would not have to pay for another month of his health coverage. “Looking back on it,” he told me, “that hurt more than the layoff itself—just knowing that the president of the company was exactly that calculating and that unfeeling about my own and my family’s well-being.” The timing, Blackburn continued, “put those ‘family days’ and company picnics in a weird new light.”

Fourteen months later, Blackburn was still looking for a new job. His wife, who had taken a year off work when their daughter, Robin, was born, was eager to return to a full-time job. They faced the double challenge of finding an affordable preschool for their two-year-old as well as the jobs that would pay for it. Meanwhile, they tried to maintain their sanity by participating in life as they once had, “but we look at the numbers constantly now, and worry about what will happen when our savings run out,” Blackburn told me. “Not if, but when.”

As Blackburn dealt with the immediate financial struggles his extended unemployment brought, he became acutely aware of the broader implications of the shorting of the middle class. “Ultimately,” he says, “it’s not about a dip in corporate profits, but a change in corporate attitude—a change that means no one’s job is safe, and never will be, ever again.”

It’s one of the reasons he decided to start his own company, NaviDate, a data-driven twist on online dating sites: “It’s no longer a trade-off between doing what you love and having stability. Stability is long gone, so you better do something you love!”

Achieving middle-class stability has always been a big part of the American Dream, but, as Blackburn notes, mobility now is increasingly one way: “The plateaus of each step, which can be a great place to stop a bit and catch your breath, are gone. Now, it’s climb, climb, climb, or start sliding back down immediately.” The result: “The odds are you’re going to wind up at the bottom eventually, unless you get lucky.”

Luck. That’s what the American Dream now rests on. It used to be about education, hard work, and perseverance, but today the system is rigged to such an extent that the middle-class life is the prize on a scratch-off lottery ticket. The revelation of the corruption behind the financial crisis has put the very idea of the middle class and the American Dream, as Blackburn put it, “in a weird new light.”

A lot of people at the top of the economic food chain have done very well shorting the middle class. But the losers in those bets weren’t Goldman Sachs investors—they were millions of Americans whose sole crime was to optimistically buy into the American Dream, only to find it had been replaced by a sophisticated scam.

In November 2008, as the initial aftershocks of the economic earthquake were being felt, New York Times columnist David Brooks predicted the rise of a new social class—“the formerly middle class”—made up of those who had just joined the middle class at the end of the boom, only to fall back when the recession began.6 “To them,” he wrote, “the gap between where they are and where they used to be will seem wide and daunting.” But, in the time since Brooks wrote this, the ranks of the formerly middle class have swelled far beyond those who joined at the tail end of the boom. And for millions of Americans, that “wide and daunting” gap is also beginning to look permanent.

The evidence that the middle class has been consistently shorted is so overwhelming—and the results so potentially damaging to our society—that even bastions of establishment thinking are on alert. In a 2010 strategy paper, the Hamilton Project—the economic think tank founded in 2006 by former U.S. Treasury secretary Robert Rubin (a big beneficiary of the shorting of the middle class)—argued “that the American tradition of expanding opportunity from one generation to the next is at risk because we are failing to make the necessary investments in human, physical, and environmental capital.”7

Of course, it’s even worse than that. Beyond failing to make necessary investments for the future, we are actually cutting back on our current investment in people, with massive budget cuts in education, health care, and social services in state after state after state, all across America.

At least forty-five states have imposed budget cuts that hurt families and reduce vital services to their most vulnerable residents.8 Those affected include children, the elderly, the disabled, the sick, the homeless, and the mentally ill, as well as college students and faculty.

According to a report by the Center on Budget and Policy Priorities, at least twenty-nine states have made cuts to public health programs, twenty-four states have cut programs for the elderly and disabled, twenty-nine states have cut aid to K–12 education, and thirty-nine states have cut assistance to public colleges and universities.9

America’s states faced a cumulative budget gap of $166 billion for fiscal 2010.10 Total shortfalls through fiscal 2011 are estimated at $380 billion—and could be even higher depending on what happens to unemployment.

These are massive numbers.11 But when you remember that we spent $182 billion to bail out AIG ($12.9 billion of which went straight to Goldman Sachs), you realize that this amount alone would be more than enough to close the 2010 budget gap in every state in the Union.12 Toss in the $45 billion we gave to now-making-a-profit Bank of America and the $45 billion we gave to now-making-a-profit Citigroup, and we would be well on the way to ensuring that no state’s vital services are cut through 2011.13, 14

But instead that money has gone to the banks without any fundamental reform of the system, without any strings attached or edicts about how much they have to lend to help the real economy recover—or, indeed, without even having to tell us what they did with our money.

All across the country, the fiscal ax is falling. The devastation is in the details:


	California is eliminating CalWORKS, a financial assistance program for families in need, a cut that will affect 1.4 million people, two-thirds of whom are children.15 This plan would also cut state subsidies for child care, affecting 142,000 children.


	Minnesota has eliminated a program that provides health care to 21,500 low-income employed adults with no children.16


	Rhode Island has cut health insurance for 1,000 low-income families.


	Maine has cut education grants and funding for homeless shelters.


	Utah has cut Medicaid for physical and occupational therapies, as well as for speech and hearing services.


	Michigan, Nevada, California, and Utah have eliminated coverage of dental and vision services for those receiving Medicaid.


	Alabama has canceled services that allow 1,100 seniors to stay in their own homes instead of being sent to nursing facilities.


	Georgia has cut $112 million from an initiative designed to reduce the gap in funding between wealthy and poor school districts.


	Arizona has cut cash assistance grants for 38,500 low-income families.


	Virginia has decreased payments for people with mental retardation, mental health issues, and problems with substance abuse.


	Illinois has cut funding for child welfare and youth services programs.


	Connecticut has cut programs that help prevent child abuse and provide legal services for foster children.


	Massachusetts is making cuts in Head Start, universal pre-K programs, and services to prepare special-needs children for school.




Keep in mind, all these services are being cut at a time when more and more people are finding themselves in need of them. It’s a perfect storm of middle-class suffering.

And yet the human consequences of the financial collapse are largely missing from our national debate. I’m referring especially to the people who had steady jobs; people with college degrees; people who were paying their bills, saving for retirement, doing the right thing—and who have, in many instances, lost everything. The daily miseries being visited upon them are unfolding across the country.

So why is there no sense of urgency coming out of Washington?

Perhaps the reason can be found in the stunning results of a study conducted by Northeastern University’s Center for Labor Market Studies that broke down the unemployment rate by household income.17 Unemployment for those making $150,000 a year, the study found, was only 3 percent in the last quarter of 2009. The rate for those in the middle income range was 9 percent—not far off the national average. The rate for those in the bottom 10 percent of income was a staggering 31 percent.

These numbers, according to the Wall Street Journal’s Robert Frank, “raise questions about the theory behind what is informally known as ‘trickle down’ economics, since full employment at the top doesn’t seem to be translating into more jobs below.”18

In fact, these numbers do more than raise questions—they also supply the answers.

Does anyone believe that the sense of urgency coming out of Washington wouldn’t be wildly different if the unemployment rate for the top 10 percent of income earners was 31 percent? If one-third of television news producers, pundits, bankers, and lobbyists were unemployed, would the measures proposed by the White House and Congress still be as anemic? Of course not—the sense of national emergency would be so great you’d hear air-raid sirens howling.

Instead we get policy Band-Aids—timid moves that will do little to abate a crisis that threatens to change the very fabric of our society. For much of our history, America was known for its promise of upward mobility. That promise has been called into question over the past three decades, and an extended run of high unemployment could be its death knell.

“These are the kinds of jobless rates that push families already struggling on meager incomes into destitution,” wrote New York Times columnist Bob Herbert.19 “And such gruesome gaps in the condition of groups at the top and bottom of the economic ladder are unmistakable signs of impending societal instability. This is dangerous stuff.”

The lack of urgency we are seeing in Washington—and the lack of focus on real people—is stunning considering that the consequences of our failed financial system are everywhere you look. Putting flesh and blood on the cold, hard statistics means putting the spotlight on the people whose lives were turned upside down as a result of our out-of-control financial system.

Ron Bednar and Mary McCurnin of Rancho Cordova, California, are a loving couple that got divorced last year, not because their relationship wasn’t working but because it was the only way to make ends meet. Due to unemployment and a bankruptcy caused by a prolonged illness, they found themselves with only $300 in the bank. By getting divorced, McCurnin was able to collect Social Security widow’s benefits from her first husband, who died in 1989. “We literally live from week to week,” she says.

Kimberly Rios of North East, Maryland, sold her wedding ring on Craigslist so she could pay her utility bills. “This is no joke, please be a serious buyer,” her ad read. “It is too cold for us to be without electric and heat so if you have been looking consider my deal.” After selling her ring, she locked herself in her bathroom, pretending to take a shower, so she could cry without upsetting her family. “I just felt like it was the last piece of what little I had left,” she says. “I came out smiling as usual and tried to get my husband and daughter excited that this was a good thing.”

Faye Harris was laid off from her accounting job at Emory University Hospital in Atlanta last year. She had been diagnosed with cancer and was fighting it successfully. But as soon as the time off she was guaranteed by the Family and Medical Leave Act expired, she received a letter of termination and her health insurance was canceled. “Do I just lie down and die? Am I not worthy anymore?” she asked herself. “I’ve worked all my life. Put myself through school, raised four children, played by the rules, saved money, and this one illness has just wiped me out.”

Ricky Macoy of Quinlan, Texas, is a fifty-two-year-old electrician who found himself among the long-term unemployed. With little work since late 2008, he began pawning his possessions, including his tools, and holding yard sales to get enough money to feed his family. “The thing that hurt the most was we had to hock my son’s PlayStation 3, his Wii, his electric guitar,” Macoy says. “We lived a good life. Middle-income America, man. I’m used to construction, the booms and the busts … [but] I was not expecting to be laid off this long.”

Heather Tanner of Pacifica, California, put herself through law school, working during the day and attending classes at night—dreaming of one day being able to move her family out of their apartment and buy a house. In August, she was laid off from her $100,000-a-year job as an attorney—and then struggled to find a new position. “I applied for jobs at Target, Macy’s, as a camp counselor,” she says. “I’ve been on many interviews, but the comments I get at nonlegal jobs are, ‘Why do you need this kind of job?’ I mean, I have a family to support.” She and her husband cashed in their 401(k)s and used their savings to pay off bills. “The kids don’t understand,” she says, explaining that the thing that hurt the most was having to disappoint her children when it came to things such as birthday visits to Disneyland the family could no longer afford. “I’d love to make their dreams come true, but right now we just have to focus on getting by.”

There are, sadly, millions of these stories. Stories crying out to be told. Stories that, if told often enough, will bring the human element to the fore of the debate—and grab the public’s imagination.

In the last chapter of Michael Herr’s Dispatches, he speaks of conventional journalism’s inability to “reveal” the Vietnam War: “The press got all the facts (more or less).…20 But it never found a way to report meaningfully about death, which of course was really what it was all about.” And Tom Wolfe, in “The Birth of ‘The New Journalism’: Eyewitness Report,” discusses conventional journalism’s inability to capture the turbulence of the 1960s: “You can’t imagine what a positive word ‘understatement’ was among both journalists and literati.…21 The trouble was that by the early 1960s understatement had become an absolute pall.” Well, it’s happening again—we are failing to capture the turbulence of our times with narratives that allow the public, and force our leaders, to connect with the pain and suffering that should be fueling the fight to change direction while there’s still time.

WORKING-CLASS SUFFERING MEETS REALITY TV

Before becoming prime minister of England, Benjamin Disraeli wanted to issue a wake-up call about the horrible state of the British working class. So, in 1845, he wrote a novel, Sybil, which warned of the danger of England disintegrating into “two nations between whom there is no sympathy … as if they were inhabitants of different planets.”22 The book became a sensation, and the outrage it provoked propelled fundamental social reforms.

In the nineteenth century, one of the most effective ways to convey the quiet desperation of the working class to a wide audience was via a realistic novel. In 2010, it’s through reality TV.

Now, I realize that most of what we are served up under that rubric is actually the farthest thing from reality. The exploits of Snooki, Jake the Bachelor, and all those Real Housewives hardly reflect life as most of America knows it and lives it.

The real America is hurting—not jetting off to an exotic location for “fantasy suite” canoodling. But no matter how sobering the statistics we are getting on a regular basis (and I’ll offer up some bracing ones in a moment), the hardships and suffering tens of millions of Americans are experiencing are almost entirely absent from our popular culture. This is a shame, because drama and narrative have the ability to move people’s perceptions in a way that raw numbers never can.

Enter Undercover Boss, the CBS reality show in which corporate CEOs don disguises and spend a few days experiencing what it’s like to be a low-level worker at their companies. It’s the kind of popular entertainment that can start out as one thing—a fun, high-concept reality show—but morph into something that affects the zeitgeist by shining a spotlight on just how out of touch America’s corporate chiefs are. And their cluelessness is not just about the jobs their workers do—it’s about the lives their workers lead.

Ever since Roseanne went off the air, the stories of working-class Americans have been all but invisible on network TV. But now, week in and week out, millions can see what downsizing and Wall Street’s demands for ever-greater productivity and earnings margins did to the lives of so many Americans, even before the economic crisis.

The chasm between America’s classes has reached Grand Canyon–esque proportions. Forty years ago, top executives at S&P 500 companies made an average of thirty times what their workers did—now they make three hundred times what their workers make.23 That’s the kind of statistic a show like Undercover Boss can bring to life. Here are a few others:


	Between 2007 and 2008, more than 800,000 additional American households found themselves trying to make do on under $25,000 a year, bringing the total to nearly 29 million.24

	In 2005, households in the bottom 20 percent had an average income of $10,655, while the top 20 percent made $159,583—a disparity of 1,500 percent, the highest gap ever recorded.25

	In 2007, the top 10 percent pocketed almost half of all the money earned in America—the highest percentage recorded since 1917 (including, as Business Insider editor Henry Blodget noted, in 1928, the peak of the stock market bubble in the “roaring 1920s”).26

	Between 2000 and 2008, the poverty rate in the suburbs of the largest metro areas in the United States grew by 25 percent—making the suburbs home to the country’s biggest and most rapidly expanding segment of the poor.27



Making matters even worse is the fact that while the classes are moving farther apart—with the middle class in real danger of disappearing entirely—mobility across the classes has declined. The American Dream is defined by the promise of economic and social mobility—but the American Reality proves just how elusive that dream has become. Indeed, Canada, Germany, Denmark, Norway, Finland, Sweden, and even the often-reviled France have greater upward mobility than we do.

Here are the numbers:


	Almost one hundred million Americans are in families that make less in real income than their parents did at the same age.28

	The percentage of Americans born to parents in the bottom fifth of income who will climb to the top fifth as adults is now only 7 percent.29

	If you were born to wealthy parents but didn’t go to college, you’re more likely to be wealthy than if you did go to college but had poor parents.30



In other words, as the middle class is squeezed and more and more people are being pushed down, it’s becoming harder than ever to move up. In a study of economic mobility, Isabel Sawhill of the Brookings Institution and John E. Morton of the Pew Charitable Trusts wrote, “The inherent promise of America is undermined if economic status is—or is seen as—merely a game of chance, with some having the good fortune to live in the best of times and some the bad luck to live in the worst of times.31 That is not the America heralded in lore and experienced in reality by millions of our predecessors.”

And yet it’s certainly the reality being experienced now, and, at least in part, the reality being shown on Undercover Boss. Now, I’m not suggesting that the show is going to foment a working-class rebellion or directly lead to a raft of social reforms. But it might lead to a conversation we, as a nation, desperately need to have—especially in Washington.

Maybe if our elected representatives went undercover for a little while and experienced the reality of millions of American families that are measurably worse off because of Washington’s actions and inactions, we might get some real change.

MIDDLE-CLASS JOBS AND “THAT GIANT SUCKING SOUND”

Since the recession began in late 2007, we’ve lost more than 8.4 million jobs.32 Over 2 million of those were manufacturing jobs, the kind of jobs that have traditionally delivered American families into the middle class—and kept them there.33 We lost 1.2 million manufacturing jobs in 2009 alone.34 And while job numbers go up and down, the loss of these blue-collar jobs has been going on for decades.

In 1950, manufacturing accounted for more than 30 percent of nonfarm employment.35 As of last year, it’s down to 10 percent. Indeed, one-third of all our manufacturing jobs have disappeared since 2000.36 This devastating downward trend has contributed greatly to the erosion of the middle class.

There have been a number of recessions over the past few decades, and our economy has rebounded after each one. But each time it has bounced back in a way that made it harder for those in the middle class to stay there—and even harder for those aspiring to become middle class to get there.

The way that the useful section of our economy is being replaced by the useless section of our economy is rarely talked about in Washington. But the numbers don’t lie: The share of our economy devoted to making things of value is shrinking, while the share devoted to valuing made-up things (credit-swap derivatives, anyone?) is expanding. It’s the financialization of our economy.

According to Thomas Philippon, professor at New York University’s Stern School of Business, the financial industry made up 2.5 percent of America’s GDP in 1947.37 By 1970, it had grown to 4 percent. By 2006, just before the meltdown, it was 8.3 percent.

The trend is even starker when you look at the financial sector’s share of U.S. business profits. As MIT professor Simon Johnson recounted in the Atlantic, between 1973 and 1985, the financial industry’s share of domestic corporate profits topped out at 16 percent.38 In the 1990s, it spanned between 21 percent and 30 percent. Just before the financial crisis hit, it stood at 41 percent.

That’s right—over 40 percent of the profits of the entire U.S. corporate sector went to the financial industry.39 James Kwak, coauthor of the Baseline Scenario, a leading blog on economics and public policy, explains why this is a problem: “Remember that financial services are an intermediate product—that is, we don’t eat them, or live in them, or put them on in the morning.40 They are supposed to enable a more efficient allocation of capital, so that the nonfinancial economy is more productive. But what we saw since the 1980s was the unmooring of the financial sector from the rest of the economy.”

In other words—it’s supposed to serve our economy, not become our economy.

The expansion of the financial industry has come at a significant cost to the rest of us. And those who have paid the highest price are the members—and former members—of America’s middle class. According to New York Times41 columnist Paul Krugman, “A growing body of analysis suggests that an oversized financial industry is hurting the broader economy. Shrinking that oversized industry won’t make Wall Street happy, but what’s bad for Wall Street would be good for America.”

It’s no wonder that Wall Street breathed a deep sigh of relief when the Senate passed the Restoring American Financial Stability Act in May 2010. It was considered mission accomplished for financial reform.

Unfortunately, it was more of a Bush 43 mission accomplished than an Apollo 13 mission accomplished. That’s because the bill passed by the Senate, like Bush’s ship-deck ceremony, was more notable for what it left undone.

First, it didn’t do enough to rein in Wall Street. It didn’t end too-big-to-fail banks, didn’t create a Glass-Steagall-style firewall between commercial and investment banking, kept taxpayers on the hook for future bailouts, and left open dangerous loopholes in the regulation of derivatives. In D.C., crafting a bill without loopholes would be like baking bread without yeast. Though you can’t see them, they’re what makes a Washington bill rise.

Despite its name, this bill will not be restoring financial stability to the tens of millions of Americans whose lives have been turned upside down by the economic crisis.

On nearly every front in the real economy—from jobs to consumer spending to foreclosures—we’ve made virtually no progress. While Washington and the media were consumed with the titanic debate over this reform bill, talk of the actual suffering by actual people in the actual economy was virtually a taboo subject, at least judging by how rarely it made the front pages or led the TV news.

But the data points are all around us.42 In a speech, Sandra Pianalto, president of the Cleveland Fed, surveyed the landscape and described an economy facing serious and long-term challenges, partly because of the huge loss of skills that is being suffered by the long-term unemployed. “Research … tells us that workers lose valuable skills during long spells of unemployment, and that some jobs simply don’t return,” she said. “Multiply this effect millions of times over, and it has the potential to dampen overall economic productivity for years.”

Her conclusion: “Many people are now just aiming for ‘financial security’ as their American Dream.”43 In other words, the core idea of the American Dream—work hard and advance up the ladder—has been gutted. Now the American Dream is try to not fall, or do all you can to slow your rate of decline.

And forget about having enough in the bank to give your kids a leg up on doing better than you’ve done. It’s hard enough just to keep a job until you retire—if that’s even going to be an option. At a D.C. jobs fair for older workers in May 2010, more than 3,000 job seekers showed up for the event, entitled “Promoting Yourself at 50+.”44 Not surprising given that, at the time, the average jobless stint for those unemployed who are fifty-five and over was around forty-three weeks. (Quick note to struggling politicians out there: want a huge crowd at your campaign rally? Call it a “jobs fair” and you’ll have people lined up around the corner.)

Their children and grandchildren who recently graduated from college aren’t faring any better. According to BusinessWeek, the 1.6 million new grads hitting the job market with their expensive degrees are confronting a youth unemployment rate of almost 20 percent—“the highest level since the Labor Department began tracking the data in 1948.”45

And many workers who have managed to hold on to their jobs are increasingly doing so only by accepting less pay and taking on a higher share of their health-care costs.46 “My company didn’t eliminate my job, they just eliminated my salary,” said marketing director Mike Cheaure. “I was back at work as a freelancer the next day working at one-fourth of the pay and no benefits.” The experience has made him very familiar with the new reality. “For us, the American Dream is gone,” he said. “Now it’s just getting by.”

Adding insult to injury, a growing number of working mothers are having to give up their jobs and rely on welfare because states are cutting back on child-care services that allowed them to keep working.47 And kids were left scrambling to find something to do this past summer when a number of states made deep cuts to summer school programs.48

This spring saw a surge in consumer spending that spawned talk of “green shoots.” But it turned out the spending surge was economically imbalanced. As the Los Angeles Times’s Don Lee put it, the “little-noticed reality” behind the “encouraging numbers” was that “much of the new spending [had] come not from America’s broad middle class but from a small slice of affluent people at the top.”49 In fact, according to the Labor Department, the richest 20 percent of American households accounted for 40 percent of all spending.

The news in consumer lending has been similarly dismal—especially among the banks that got the most help from taxpayers. According to the Federal Reserve, from June 2009 to June 2010, the largest banks cut business lending by over $148 billion—yet more evidence of the schism between the Wall Street economy and the real economy.50 Of course, the two economies aren’t entirely separate—the Wall Street economy is happy to accept massive transfusions of cash from the fading middle class.

This isn’t to say that there were no provisions considered that would help Main Street as part of the Restoring American Financial Stability Act. There were plenty—it’s just that almost all of them were either voted down or taken out and never even put up for a vote. Even something as simple and sensible as putting a cap on credit card interest rates. Senator Sheldon Whitehouse’s amendment to do just that was voted down 60 to 35.51 So much for “financial stability.” Though I suppose it depends on whose financial stability you care about—the banks’ or the taxpayers’.

Or how about payday lending—the largely unregulated advances on a paycheck that can carry interest rates in the triple digits? In Missouri, for example, rates can top 600 percent.52 Yes, you read that right. Not exactly a recipe for “financial stability.” North Carolina’s Kay Hagan offered an amendment that would have clamped down on the $40 billion industry. It was killed without a vote.53

Then there is the Merkley-Levin amendment that would have prohibited banks from making risky proprietary trades—a version of the Volcker Rule.54 It also never even made it to a vote. This wasn’t because it wouldn’t have passed. On the contrary, anger from those mired in the real economy had reached enough lawmakers that the amendment had a real shot. Which is why, as Simon Johnson put it, “the big banks were forced into overdrive to stop it.”

We’ve been told time and time again over the last two years that right after Washington deals with what’s on its plate, “jobs is next.” Well, it’s been “next” for quite some time now, but it never seems to come to the floor. I often have a nightmare—a common sort—in which I’m stuck in a forest and I can’t find my way out. I have a friend whose version is that her feet are stuck to the ground and she can’t move. Not a bad description of our leaders’ approach to the massive suffering that’s going on across America.

A recent study by Duha Tore Altindag and Naci H. Mocan for the National Bureau of Economic Research found that the effects of unemployment can have troubling implications for a political system.55 The authors studied data from 130,000 people in 69 countries. Their conclusion: “We find that personal joblessness experience translates into negative opinions about the effectiveness of democracy.”

No shock there. But it should frighten anyone genuinely concerned about our stability, financial and otherwise—especially since one out of every six blue-collar workers has lost his or her job in the latest recession, a number commensurate with what happened during the Great Depression.56 Andrew Sum, director of the Center for Labor Market Studies at Northeastern University in Boston, says, “Our ability to maintain a healthy middle class is very dependent on being able to get a lot of these individuals back into the workplace and back into jobs to keep the rest of the economy going.…57 There are very high multiplier effects from many manufacturing activities. So the loss of jobs spills over into the rest of the economy.”

But isn’t wringing our hands over the loss of manufacturing jobs the twenty-first-century equivalent to nineteenth-century concerns about America turning from an agrarian society into an industrial one? Isn’t America’s future to be found in newer, better, more modern service industry jobs?

Economist Jeff Madrick doesn’t think so—for a number of reasons.58

For starters, it turns out that manufacturing jobs aren’t just more productive and valuable than jobs in the Wall Street casino—they’re also more valuable than service jobs: “Making goods is on balance—with exceptions—more productive than providing services, and rising productivity is the fundamental source of prosperity,” says Madrick. “A major nation must be able to maintain a balanced current account (and trade balance) over time, and goods are far more tradable than services. Without something to export, a nation will either become over-indebted or forced to reduce its standard of living.”

In other words, in the absence of manufacturing, the only way to compete with Third World nations is to become a Third World nation, which is exactly what will happen if we allow our middle class to disappear.

What’s more, it’s not just manufacturing and lower skilled service jobs that are disappearing. According to the Hackett Group, a business and technology consultancy, companies with revenues of $5 billion and over are expected to take an estimated 350,000 jobs offshore in the next two years alone—nearly half in information technology, and the rest in finance, procurement, and human resources.59

Linda Levine of the Congressional Research Service says that some see “perhaps a total of 3.4 million service sector jobs moving overseas by 2015 in a range of fairly well paid white-collar occupations.”60 And in a 2006 study, consulting firm Booz Allen Hamilton found that white-collar outsourcing is no longer just about call center and credit card transactions.61 Now “companies are offshoring high-end work that has traditionally been considered ‘core’ to the business, including chip design, financial and legal research, clinical trials management, and book editing.”

Do you hear that? It’s Ross Perot’s giant sucking sound being cranked up to a deafening roar—and it’s about a lot more than NAFTA. Accenture now employs more people in India than in America.62 IBM is headed in the same direction. And the horizon looks even darker. A June 2008 Harvard Business School study found that up to 42 percent of U.S. jobs—more than fifty million of them—are vulnerable to being sent offshore.63

Even more troubling is the reason so many of these jobs are being sent overseas.64 It’s not just about cost control. “What used to be a tactical labor cost-saving exercise,” the Booz Allen Hamilton study says, “is now a strategic imperative of competing for talent globally.” In other words, America’s talent pool—especially when it comes to professions such as engineers and computer scientists—is drying up. At the same time the demand for these highly skilled workers is growing, the number of Americans earning master’s degrees and PhDs in engineering has fallen.

We are continuing to feel the sting of our lack of investment in our people—particularly when it comes to education, the other primary pillar (along with a good job) of a healthy middle class.

This is what happens when a country is willing to spend trillions of dollars fighting unnecessary wars while allowing college tuition to rise out of the reach of so many of its citizens. And it’s what happens when a country turns its economy over to the casino of Wall Street.

It’s not too late to change course. The financialization of our economy didn’t just happen. Decisions were made that made it possible—and decisions can be unmade. But first we need to decide, as a country, what kind of economy we want to have: one that’s good for middle-class families or one that’s built to enrich Wall Street.

“The financial sector,” wrote Martin Wolf of the Financial Times, “seems to be a machine to transfer income and wealth from outsiders to insiders, while increasing the fragility of the economy as a whole.”65 When the chief economics commentator at the Financial Times is sounding like the second coming of Karl Marx, you know things have gotten way out of hand.

THE ECONOMIC CORONARY AROUND THE CORNER

Another potentially catastrophic problem headed our way is our mounting debt. And no, I’m not joining forces with those who use the debt explosion as a backdoor way of cutting or killing Social Security or Medicare. But ceding this issue to such retro-thinkers makes it that much harder to seriously tackle the problem.

America is like a patient in danger of suffering a massive heart attack. We may be able to postpone things with a bit of outpatient surgery, but we won’t be able to avoid it without some serious lifestyle changes. The economic coronary isn’t quite here yet, but it’s on the way. Here are just a couple of the symptoms of big-time trouble ahead:


By 2020, interest alone on the total U.S. debt will reach $900 billion per year.66

That same year, five segments of government spending—Medicare, Medicaid, Social Security, net interest, and defense spending—will account for an estimated 77 percent of all government expenditures.67 All other federal spending will have to come out of the remaining 23 percent.



A recent report by the Bank for International Settlements (BIS) shows that this is a worldwide phenomenon.68 Financial adviser John Mauldin distills the report’s bottom line: “Everyone and their brother intuitively knows that the current government fiscal deficits in the developed world are unsustainable.”

The numbers in the BIS study make this clear. For instance, in Greece, the problem child of the moment that everyone is looking at with horror, government debt could reach 130 percent of gross domestic product in 2011.69 But Greece is far from alone. In the United Kingdom, it is expected to hit 94 percent, jumping more than 10 percentage points in one year. And in the United States, we could approach nearly 100 percent. As a Greek American, I’m enthusiastic about all the shared traits of my two countries, but I’d prefer not to add crippling debt to the list.

“While fiscal problems need to be tackled soon,” says the BIS report, “how to do that without seriously jeopardizing the incipient economic recovery is the current key challenge for fiscal authorities.”70

Exactly. And those fiscal authorities need to remember that there is more to tackling the deficit crisis than just cutting spending. We need to think bigger—we need to reorient our economy so that it’s once more an engine for production and productivity, not a vehicle for gambling and speculation. As Mauldin says of the old—and still dominant—order on Wall Street: “Let’s be very clear.71 This was purely gambling. No money was invested in mortgages or any productive enterprise. This was one group betting against another, and a lot of these deals were done all over New York and London.”

Mauldin goes on to question why large institutional investors were even gambling on such things as synthetic collateralized debt obligations in the first place: “This is an investment that had no productive capital at work and no remotely socially redeeming value.72 It did not go to fund mortgages or buy capital equipment or build malls or office buildings.”

Commenting on our looming debt crisis, Princeton economist Alan Blinder noted that “in 1980 [policymakers] knew about the year 2010 but that was really far away.”73 Well, it’s not anymore, and given that much of our deficit problem is about huge numbers of workers born decades ago now hitting retirement age, Blinder quipped, “The long run is now the short run and they’re combining.”

The needs of the past and the demands of the present exert a powerful pull on our attention, while the future doesn’t have many advocates—it’s always something we can get to later. There once was a time when we could get away with pushing our problems down the road, secure that our reserves would always bail us out. There was a strong safety net to catch those who fell through the cracks. Well, those reserves are gone now and the safety net is frayed and full of holes.

PERVERTED PRIORITIES

Another warning sign that we are on the way to becoming a Third World nation is the trillions of dollars we continue to spend fighting unnecessary wars and building ever more powerful weaponry while our people here at home do without.

You want Third World thinking? How about North Korea joining the nuclear club while its people starve? Since the fall of the Roman Empire, one of the hallmarks of nations in decline has been increased military spending at the expense of other essential priorities. Think of the Soviets trying to match America, nuclear warhead for nuclear warhead.

Historian Arnold Toynbee believed that civilizations almost always die from suicide, not by murder.74 That is, our future is dependent on the choices we make and the things we decide to value.

Partisanship pop quiz time.75 See if you can identify the bleeding-heart liberal who said this: “Every gun that is made, every warship launched, every rocket fired signifies, in the final sense, a theft from those who hunger and are not fed, those who are cold and not clothed. This world in arms is not spending money alone. It is spending the sweat of its laborers, the genius of its scientists, the hopes of its children.”

Noam Chomsky? Michael Moore? Bernie Sanders?

No, it was that unrepentant lefty five-star general Dwight Eisenhower, in 1953, just a few months after taking office—a time when the economy was booming and unemployment was at 2.7 percent.76 Yet today, while America’s economy sputters down the road to recovery and the middle class struggles to make ends meet—with more than twenty-six million people unemployed or underemployed and record numbers of homes being lost to foreclosure—the “guns versus butter” argument isn’t even part of the national debate.77 Of course, today, the argument might be more accurately framed as “ICBM nukes, predator drones, and missile-defense shields versus jobs, affordable college, decent schools, foreclosure prevention, and fixing the gaping holes in our social safety net.”

We hear endless talk in Washington about belt tightening and deficit reduction, but hardly a word about whether the $161 billion being spent in 2010 alone to fight wars of choice in Afghanistan and Iraq might be better spent helping embattled Americans here at home.78

Indeed, during his State of the Union speech in January 2010, President Obama proposed freezing all discretionary government spending for three years—but exempted military spending, even though the defense budget has ballooned over the last ten years.79 According to defense analyst Lawrence Korb, who served as assistant secretary of defense in the Reagan administration, the baseline defense budget has increased by 50 percent since 2000.80 Over that same period, nondefense discretionary spending increased less than half that much.

In fact, as Katherine McIntire Peters reported on GovernmentExecutive.com, President Obama is “on track to spend more on defense, in real dollars, than any other president has in one term of office since World War II.”81 In that time we’ve had Korea, Vietnam, the massive military buildup under Reagan, and Bush’s funded-by-tax-cuts invasions of Afghanistan and Iraq, but in the most trying economic times since the Great Depression, Obama’s outgunning them all.

This is not about ignoring the threats to our national security. And it’s certainly not about pacifism. To quote then Illinois state senator Barack Obama in 2002, “I don’t oppose all wars.…82 What I am opposed to is a dumb war.” Iraq was never about making us safer. And the original rationale for going to war in Afghanistan—taking on al-Qaeda—has been accomplished, with fewer than one hundred members of the group still operating in the country.83 The irrationality of continuing to spend precious resources on wars we shouldn’t be fighting is all the more galling when juxtaposed with our urgent and growing needs at home.

According to the Los Angeles Times, before the summer 2010 surge in Kandahar (cost: $33 billion)—a surge the military claimed was as important to Afghanistan as securing Baghdad was to Iraq—Joint Chiefs of Staff chairman Admiral Michael Mullen told an Afghan leader that the goals of the surge, as well as defeating the Taliban, included, in the words of the Times, “reducing corruption, making local government work and, eventually, providing jobs.”84 Talk about “mission creep”!

Is that why we are still fighting a war there nine years later, spending American blood and treasure—to provide jobs for the people of Kandahar? It’s like a very bad joke: “The good news is, the Obama administration is ramping up a multibillion-dollar program that will create a host of new jobs. The bad news is, you have to move to Kandahar to apply.”

The Bush-era rationale for these overseas misadventures was always “We’ll fight ’em over there, so we don’t have to fight ’em over here.” Today, it seems, we’re fighting to create jobs for ’em over there, while we don’t have enough jobs for our people over here. At a time when so many middle-class families are reeling from the economic crisis—and our country is facing the harsh one-two punch of more people in need at the exact moment social services are being slashed to the bone—that seems like the most perverted of priorities.

Berkeley professor Ananya Roy defines the troubled state of America not so much as a fiscal crisis as “a crisis of priorities.”85 And Representative Barney Frank, who has been one of the few in Washington arguing for the need to cut military spending, says that our military overcommitments have “devastated our ability to improve our quality of life through government programs.”86 Looking at the money we’ve spent on Iraq and Afghanistan, Frank says, “We would have had $1 trillion now to help fix the economy and do the things for our people that they deserve.”

The National Priorities Project (NPP) provides a useful online tool that brings this budget trade-off to life by showing—specifically—all the things that could have been done with the money spent on Afghanistan and Iraq. For example, according to the NPP, since 2003, more than $747 billion of taxpayer money has been spent in Iraq.87 That could have provided:


	115 million people with low-income health care for a year;

	or 98 million places in a Head Start program;

	or funding for more than 11 million elementary school teachers;

	or 11 million police officers;

	or 13 million firefighters;

	or 94.7 million college scholarships.



While unaffordable college tuition prevents many qualified young people from achieving the American Dream, we are continuing to spend billions on outdated and redundant military defense programs, including pricey relics of the Cold War, such as the F-22 fighter, the Osprey transport helicopter, and America’s hugely expensive nuclear triad—bombers, submarines, and intercontinental ballistic missiles—designed to annihilate a Soviet empire that no longer exists.

If we don’t come to our senses and get our deeply misguided priorities back in order, America could find itself a superpower turned Third World nation—dead from our own hand.





BRENDA CARTER



I was a manager of information systems at the same company for thirteen years. I thought my job was secure. All the purchasing approval and budget monitoring went through me. I attended weekly board meetings. I was well liked.

One day the chief operating officer gave me a high-priority project. I never suspected I would be laid off the next day. When I arrived and said my “good mornings,” my co-workers in finance and administration looked a little sad and they did not respond to my greeting in the normal fashion. I shrugged it off, went to my office, and put down my briefcase.

My phone rang. It was my boss. He told me to come to his office. He told me I was being laid off due to budget constraints. He said he was sorry but his hands were tied. He told me that since I was a longtime employee I would not be escorted immediately out of the building, and I could take as much time as I needed to remove my belongings.

Since I was at my office most hours of the day, I’d made it feel like home, with plants, pictures, and other personal items. As the manager of information systems, I was the one called to terminate employee user names and passwords. To allow me to clear my office knowing I had access to that information told me my boss trusted me and didn’t want me to be humiliated in front of my co-workers.

Imagine getting up every day for thirteen years to go to the same job and suddenly that part of your life just ceases. I cried and cried and cried. I just could not believe it. I did the jobs of three people. How will they make it without me? Some days I did not get out of bed. I wondered why I wasn’t given the option of demotion. My seniority should have counted for something.

Now I spend my days searching for work. It’s hard to compete for jobs at my age. I hate putting my previous salary and age on applications. They are red flags. I developed a wall of rejection letters. I took it down because it started to depress me.

To broaden my opportunities and keep my mind fresh, I began taking technology courses in college. I also passed the real estate exam. I’m trying to make it by any means necessary, even selling my homemade candy door-to-door. The candy sold well, but it takes gas to travel. I have had only good feedback about the candy so I’ll continue to pursue this dream, moving my sales online.

I applied for unemployment, and am back in the role of housewife. My children are adults now. They think the world of me. They cannot believe I have been out of work for so long. In their minds I was the one who was going to be a millionaire. I sometimes feel that I let them down.

I have been out of work since 2007. After all the years I have worked and raised a family, I’m now dealing with threats to turn off my utilities and repossess my car.

What have I learned from being unemployed? That it’s frustrating and demoralizing. I have learned that I don’t want to be dependent on a Congress that obviously does not have America’s best interests at heart. I have learned to have more compassion for people who are in this situation.

I know there are many stories out there and mine is not the worst, but at times it feels like it is. It’s like waking up in the same nightmare every day with no way out. There is a scripture I hold on to and say to myself when I open my eyes in the morning: “Ask, and it will be given to you; seek, and you will find; knock, and it will be opened to you.” My response is, “Lord, I am asking for Your help, knocking on the door, asking you to open it and find favor on my family this day.”
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NIGHTMARE ON MAIN STREET
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America has long been known as the land of opportunity. So what happens when that opportunity vanishes, when the jobs that served as the gateway to the American Dream disappear, never to return? What happens when educational opportunities and the historical underpinning of our vision of ourselves as a nation give way? What steps into the void?

In a word: fear.

The fear that America is in decline—that our greatest triumphs are behind us. The fear that the jobs we have lost are gone forever. The fear that the middle class is on an extended death march—and that the American Dream of a secure, comfortable standard of living has become as outdated as an Edsel with an eight-track player.

We look at our obliterated 401(k)s and dwindling pensions, and hear the whispers about Social Security going broke, and we wonder if we will ever be able to retire—let alone maintain our standard of living into our sunset years. Golden visions of post-work leisure time have been replaced by dark, fevered flashes of deprivation—of having to decide between eating and paying for the medicine we need. Of letting our homes go into foreclosure to scrape together the money to live on.

The void is filled by the fear that America is becoming a nation of haves and have-nots—and that millions are in danger of becoming permanent members of the have-nots. Forget Freddy Krueger. The real nightmare is not happening on Elm Street. It’s happening on Main Street. And it’s not scantily clad teens being slashed—it’s jobs and incomes and stability and quality of life.1 It’s our future.

And we’re afraid—very afraid—that the worst may not be over, and that the real economy, as opposed to the one on Wall Street, is still melting down. The housing crisis is still raging. The first run of foreclosures was because of subprime loans; the second run is because of people thrown out of work. And the government’s loan modification programs won’t be of any help with this round of foreclosures. As Newsweek’s Nancy Cook pointed out, “If you’re unemployed, you don’t qualify for a loan modification.” And then there is the coming commercial property crisis and a potential credit card meltdown.

So we look at the suffering all around us, at the shuttered factories and stores, and worry that it is just the tip of the iceberg—or the tip of the tip of the iceberg. We try to fight off the fear that if things don’t change—and in a big way—we may find ourselves working at Walmart or McDonald’s or Dunkin’ Donuts for minimum wage.

We are fast becoming a nation collectively waiting for the next shoe to drop.

Washington is filled with talk about national security: troop levels, airport screenings, Pentagon budgets, and terrorist threats. But there is another kind of national security: the one that keeps us feeling confident that the economic rug isn’t going to suddenly be pulled out from under us, and that our way of life isn’t going to suddenly implode—the kind of national security that gives us hope for the future. For that national security, especially when it comes to America’s middle class, the threat level has definitely moved from yellow (“elevated”) to orange (“high”)—and we are afraid that red (“severe”) is looming up ahead.

For more and more of its citizens, America has become a national insecurity state.

THE BROKEN BACKBONE OF AMERICA

In 1835, Alexis de Tocqueville published Democracy in America, his observations on the nature of our country. The opening line speaks volumes: “Amongst the novel objects that attracted my attention during my stay in the United States, nothing struck me more forcibly than the general equality of condition among the people.”2

Looking across the vast expanse of this developing country, the thing that most drew his attention was a vision of America as a level playing field, a place where the same rules applied to everyone. “Democratic laws,” he noted, “generally tend to promote the welfare of the greatest possible number; for they emanate from the majority of the citizens, who are subject to error, but who cannot have an interest opposed to their own advantage.”3

America’s enlightened elites have always understood that their long-term well-being and security depended on the middle and lower classes having an equal stake in the nation’s prosperity and political institutions. They knew that this great democratic experiment would be defined not by breeding or religion or language, but by a unifying idea—“All men are created equal”—and by an ideal: the good of the many outweighs the good of the few. E pluribus unum. Out of many, one. In the infancy of our nation, Tocqueville saw the power of this idea and its centrality to the American experiment.

He traveled across America before the industrial revolution transformed the country. Once it did, manufacturing jobs helped turn the working poor into middle-class Americans, liberating them from the shackles of a hand-to-mouth existence and moving them closer to enjoying a “general equality of condition.”

So, is America still a nation where its citizens enjoy a “general equality of condition”? Are we still promoting “the welfare of the greatest possible number”? It’s hard to imagine a modern Tocqueville taking in the grand sweep of our current political and economic landscape—with its shrinking middle class, disappearing jobs, growing economic disparity, banking oligarchy, and public policy sold to the highest bidder—and reaching the same conclusions.

Tocqueville’s words are deeply at odds with the reality of modern America. For decades our political leaders have systematically squeezed the nation’s middle class in order to promote the corporate interests paying for their reelection. America’s middle class has been the country’s economic backbone. It is our vast, energized middle class that has done the heavy lifting and inspired the most innovation. Where the middle class heads, the rest of the country follows. So when the middle class is systematically worn down—when too many of its members become downwardly mobile, unable to keep their jobs or their homes or buy as many goods and services and drive market innovations—can a diminished America, a Third World America, be far behind?

MIDDLE CLASS: I KNOW IT WHEN I SEE IT

The crippling of America’s middle class didn’t happen overnight—and it wasn’t the result of the bad bets made by the game-fixing gamblers on Wall Street (although they sure did their part). It’s actually been decades in the making. But before we look at who set the roadside explosives along the middle class’s road to the American Dream, it might help to define exactly what the term means.

What makes someone middle class? Is there a base income level (fall below it and you are officially poor), or a top-line figure above which you instantly ascend to the upper class (with a quick rest stop at upper middle class)? Does it depend on the size of your house (do you even need a house—can renters be middle class?), the kind of car you drive, the amount of rainy-day savings you have squirreled away in the bank?

In truth, pinning down a hard-and-fast definition of “middle class” is tricky business. It’s a lot like Supreme Court justice Potter Stewart’s famous assessment of what constitutes pornography: “I know it when I see it.” (Indeed, with both porn and the modern middle class, someone is usually getting screwed.)

There is no tidy formula.4 Paul Taylor, executive vice president of the Pew Research Center, asked during his testimony to the Senate Finance Committee: “Is a $30,000-a-year doctor doing his residency in brain surgery lower class? Is a $100,000-a-year plumber upper middle class?” Or are they both part of the great middle class?

According to the Pew Research Center, more than half of American adults (53 percent) define themselves as middle class.5, 6 But behind this assertion, Pew discovered a host of caveats: “Four-in-ten (41%) adults with $100,000 or more in annual household income say they are middle class”—as do 46 percent of those with incomes below $40,000.7 At the same time, a third of those with incomes between $40,000 and $100,000 don’t believe they are middle class.8

For purposes of its research, Pew defined the middle class as those adults “who live in a household where the annual income falls within 75% and 150% of the median” gross income for a family of three in 2006 (the latest year data was available).9 In dollars and cents, that meant an income of between $45,000 and $90,000 made you middle class.10

But, in the end, in a very American way, it all comes down to self-definition: If you consider yourself middle class, you are middle class.

THE MIDDLE CLASS’S LONG MARCH TO THE EDGE OF THE CLIFF

From 1945 to the 1970s, a period characterized by widespread economic prosperity, the wealthiest Americans grew richer at a rate almost identical to that of America’s lower and middle classes.11 From factory employees to chief executives, Americans experienced a doubling of income.12 By the end of the 1980s, however, things had changed drastically, with the income of the wealthy skyrocketing while the rest of the country lagged far behind.13

What happened? Did middle-class Americans lose their mojo? Or had rich Americans unexpectedly come upon the economic equivalent of the Fountain of Youth—a Fountain of Wealth? They had, but rather than Ponce de León, it was Ronald Reagan who led the income-boosting expedition, marching into Washington under the banner of lowering the taxes of America’s moneyed elite.14

But, the Reagan Revolution of the 1980s was about more than shifting the tax burden—it was about shifting the way America looked at itself. In short order, government was no longer seen as a solution—it was fingered as the problem. Tocqueville’s “welfare of the greatest possible number” was replaced by the notion that the invisible hand of the free market could best determine society’s winners and losers—until, that is, the winners got into trouble in 2008 and the government rushed to the rescue in the name of preventing Armageddon.

In books such as The Virtue of Selfishness and Atlas Shrugged, Ayn Rand, the high priestess of free-marketeers such as Alan Greenspan, championed the notion that by doing what is best for yourself, you end up doing what is best for everyone. But, as put into practice by corporate America over the past thirty years, that equation has been flipped upside down. It turns out that an unregulated free market is sooner or later corrupted by fraud and excess. In other words, it isn’t free at all. In fact, it’s as fixed as a street-corner game of three-card monte. And the interests of the elites have become disconnected from the public interest.

In the three decades since the Reagan Revolution, Americans have been preached to from pulpits far and wide the holy word of unregulated markets as the true path to a higher standard of living. As part of the new religion, we were converted from citizens to consumers and taught a catechism about how the market—not “equality of conditions”—was the foundation of our country. Along the way, the social contract—especially the subsections protecting workers, poor people, and our air, water, and oceans—was fed into a shredder. Starting with the New Deal, we began constructing a social safety net to help the most vulnerable among us. But who needed a safety net when the laws of supply and demand were there to protect us, when the trickle-down theory would provide sustenance for us all?

The missing tenet in this new free-market fundamentalism was the recognition, central to capitalism, that businessmen have responsibilities above and beyond the bottom line. Alfred Marshall, one of the founding fathers of modern capitalism, in an address to the British Economics Association in 1890, called it “economic chivalry.”15 He explained that “the desire of men for approval of their own conscience and for the esteem of others is an economic force of the first order of importance.” There is a reason Adam Smith’s free-market gospel, The Wealth of Nations, was preceded by his Theory of Moral Sentiments.16 He knew that economic freedom could not flourish without a firm moral foundation.

But that moral foundation is by no means inevitable. The “approval of their own conscience” and “the esteem of others” have gotten a lot cheaper in recent years. We see the results of capitalism without a conscience all around us: the pollution of our environment, workers being injured or killed, the sale of dangerous products, the shameless promotion of risky mortgages for overvalued homes, and the wholesale loss of millions of jobs and trillions in savings.

The collapse of communism as a political system sounded the death knell for Marxism as an ideology. But while unregulated, laissez-faire capitalism has been a monumental failure in practice, the ideology is still alive and kicking. You can find all manner of free-market fundamentalists still on the Senate floor or in governors’ mansions or showing up on TV trying to peddle deregulation snake oil.

Given how close we were in 2008 to the complete collapse of our economic and financial system, anyone who continues to make the case that markets do best when left alone should be laughed off his bully pulpit.17

Despite the fact that many banks, car companies, and so on would be defunct without government intervention, the free-market fundamentalists continue to live in denial, trying to convince the world that if only left alone, free markets would right themselves.

Free-market fundamentalism didn’t fail because our leaders didn’t execute it well enough. In fact, during his time in office (until the economic house of cards finally collapsed at the end of his presidency), President George W. Bush and his team did a bang-up job executing a defective theory. The problem isn’t just the bathwater; the baby itself is rotten.

William Seidman, the longtime GOP economic adviser who oversaw the savings and loan bailout in 1991, cuts to the chase: “[The Bush] administration made decisions that allowed the free market to operate as a barroom brawl instead of a prize fight.18 To make the market work well, you have to have a lot of rules.” Even Alan Greenspan, whose owl-eyed visage could adorn a Mount Rushmore of free-market capitalists, finally saw the light, telling a House committee in October 2008 that he “made a mistake in presuming that the self-interests of organizations, specifically banks and others, were such that they were best capable of protecting their own shareholders and their equity in the firms.”19

Many, including Bush 43, lay the blame on a few rotten apples: “Wall Street got drunk,” he said.20 Maybe so, but who made the Bush years a nonstop happy hour and kept serving up the drinks?

Of course, Republican leaders were not the only ones drinking the free-market Kool-Aid. It was also chugged by New Democrats such as Bill Clinton. He came into office knowing it was the economy, stupid, then proceeded to oversee a presidency focused on the soaring Dow Jones industrial average, even as the number of Americans living in poverty stubbornly refused to dip below thirty-two million, and the number of Americans unable to make ends meet without the aid of a soup kitchen or food bank hit twenty-six million—with more homeless children than at any time since the Great Depression.21, 22, 23 Yet the Clinton White House’s messaging was like a twenty-four-hour Boom Channel: All Prosperity, All The Time.

In those go-go years, even being downsized could, in the eyes of the free-market evangelists, be turned to your advantage. In early 1996, after forty thousand AT&T workers were pink-slipped, future Mad Money host (and Jon Stewart whipping boy) Jim Cramer, then still a hedge-fund manager, wrote a piece that landed on the cover of the New Republic.24 Headlined “Let Them Eat Stocks,” the article found a silver lining in the dark cloud of the massive layoff, proposing that the fired workers be given stock options. “Let them participate in the stock appreciation that their firings caused,” Cramer gushed. Cue Eric Idle’s “Always Look on the Bright Side of Life.”

Four years later, Bush v. Gore ushered in the CEO president and his CEO VP. They promptly threw open the White House doors to their corporate cronies from Enron and Halliburton and declared open season on the interests of the average American.25 The Enronization of our economy was under way.

THE RICH GET RICHER

The Reagan years ushered in the era of the widening income gap. The rich grew considerably richer while the real income of everyone else, from the poor to the middle class, either slid back or, at best, leveled off.

In their paper on long-term change in the U.S. wage structure, economists Claudia Goldin and Lawrence Katz of Harvard and the National Bureau of Economic Research reported, “From 1980 to around 1987, wage inequality increased in a rapid and monotonic [i.e. steady] fashion.26 Those at the top grew most rapidly, those in the middle less rapidly, and the bottom the least of all.… [These] wage structure changes have been associated with a ‘polarization’ of the labor market with employment shifting into high- and low-wage jobs at the expense of middle-wage positions.”

By the late 1980s, due to changes in technology, outsourcing, and the loss of manufacturing jobs, the middle class was sputtering. Even as productivity rose, the wages of the average worker remained flat.

In 1995, the midway point between the Reagan Revolution and today, John Cassidy penned an article in the New Yorker entitled “Who Killed the Middle Class?” Cassidy had his readers imagine a lineup composed of every American, arranged from poorest to richest.27 The individual exactly in the middle—the median—was arguably the most middle-class person in the nation. That man or woman, in September 1979, was earning (in constant, inflation-adjusted dollars) $25,896 a year. In September 1995, that same man or woman was earning $24,700 a year—a 5 percent cut in salary over the intervening decade and a half.

In contrast, the nation’s top 5 percent saw their pay rise 29 percent over the same period, up to $177,518.28 And the top 1 percent did best of all. In fact, between 1977 and 1989 the richest Americans’ average income rose from $323,942 to $576,553—a whopping 78 percent increase in real terms.

The trend continued into the first decade of the twenty-first century. According to a report compiled by Elizabeth Warren, the average middle-class income between 2000 and 2007 fell $1,175, while expenses rose $4,655.29 Over the same period, the top 1 percent—which had pocketed 45 percent of the nation’s income growth under Clinton—captured 65 percent of all income growth under Bush.30

And according to a report released in May 2010 by the Brookings Institution, between 1999 and 2008 the median household income fell $2,241 to $52,029, while the share of households earning middle-class incomes dropped from 30 to 28.2 percent.31

So it’s clear: Well before the economic crisis hit in the fall of 2008, the once-envied American middle class was already being driven to its knees. Indeed, in a 2008 Pew survey, 56 percent of middle-class Americans said they had either fallen back or merely managed to tread water over the previous five years.32 It was, according to Pew, “the most downbeat short-term assessment of personal progress in nearly half a century of polling.33 Fewer Americans now than at any time in the past half century believe they’re moving forward in life.”

And that was just as the Great Recession was beginning to ravage the economy. Since then, life for the middle class has gone from bad to worse. In a revised take on the original Misery Index—the measure developed by the late economist Arthur Okun that combined the unemployment rate with the consumer price index to condense the state of the economy into one neat, digestible number—the Huffington Post created the Real Misery Index.34 Incorporating a more extensive host of metrics, including the most accurate unemployment figures; inflation rates for essentials such as food, gas, and medical costs; and data on credit card delinquencies, housing prices, home loan defaults, and food stamp participation, the Real Misery Index is a much more accurate estimate of economic hardship. In April 2010, as the unemployment rate remained stubbornly high and the number of Americans on food stamps grew to forty million, the Real Misery Index, which charts data from 1984 to today, hit the highest level on record. And the bull rally that sent the stock market up an impressive 56 percent from March 2009 to April 2010 surged in tandem with the Real Misery Index, which climbed 16 percent in the same period—reflecting what Lynn Reaser, the incoming president of the National Association of Business Economists, called a “two-tier economy.”

THE MIDDLE CLASS PAYS ITS UNFAIR SHARE

This two-tier economy comes with two sets of rules—one for the corporate class and another for the middle class.

The middle class, by and large, plays by the rules, then watches as its jobs disappear. The corporate class games the system—making sure its license to break the rules is built into the rules themselves.

One of the most glaring examples of this continues to be the ability of corporations to cheat the public out of tens of billions of dollars a year by using offshore tax havens.35 Indeed, it’s estimated that companies and wealthy individuals funneling money through offshore tax havens are evading around $100 billion a year in taxes—leaving the rest of us to pick up the tab. And with cash-strapped states all across the country cutting vital services to the bone, it’s not like we don’t need the money.

Here is Exhibit A of two sets of rules: According to the White House, in 2004, the last year data on this was compiled, U.S. multinational corporations paid roughly $16 billion in taxes on $700 billion in foreign active earnings—putting their tax rate at around 2.3 percent.36 Know many middle-class Americans getting off that easy at tax time?

In December 2008, the Government Accountability Office reported that 83 of the 100 largest publicly traded companies in the country—including AT&T, Chevron, IBM, American Express, GE, Boeing, Dow, and AIG—had subsidiaries in tax havens, or, as the corporate class comically calls them, “financial privacy jurisdictions.”37

Even more egregiously, of those 83 companies, 74 received government contracts in 2007.38 GM, for instance, got more than $517 million from the government—i.e. the taxpayers—that year, while shielding profits in tax-friendly places like Bermuda and the Cayman Islands. And Boeing, which received over $23 billion in federal contracts that year, had 38 subsidiaries in tax havens, including six in Bermuda.

It’s as easy as opening up an island P.O. box, which is why another GAO study found that more than 18,000 companies are registered at a single address in the Cayman Islands, a country with no corporate or capital gains taxes.39

America’s big banks—including those that pocketed billions from the taxpayers in bailout dollars—seem particularly fond of the Cayman Islands. At the time of the GAO report, Morgan Stanley had 273 subsidiaries in tax havens, 158 of them in the Caymans.40 Citigroup had 427, with 90 in the Caymans. Bank of America had 115, with 59 in the Caymans. Goldman Sachs had 29 offshore havens, including 15 in the Caymans. JPMorgan had 50, with seven in the Caymans. And Wells Fargo had 18, with nine in the Caymans.

Perhaps no company exemplifies the corporate class/middle class double standard more than KBR/Halliburton. The company got billions from U.S. taxpayers, then turned around and used a Cayman Islands address to reduce its expenses.41 As the Boston Globe’s Farah Stockman reported, KBR, until 2007 a unit of Halliburton, “has avoided paying hundreds of millions of dollars in federal Medicare and Social Security taxes by hiring workers through shell companies based in this tropical tax haven.”

In 2008, KBR listed 10,500 Americans as being officially employed by two companies that, as Stockman wrote, “exist in a computer file on the fourth floor of a building on a palm-studded boulevard here in the Caribbean.”42 Aside from the tax advantages, Stockman points out another benefit of this dodge: Americans who officially work for a company whose headquarters is a computer file in the Caymans are not eligible for unemployment insurance or other benefits when they get laid off—something many of them found out the hard way.

This kind of sun-kissed thievery is nothing new. Indeed, back in 2002, to call attention to the outrage of the sleazy accounting trick, I published a tongue-in-cheek newspaper column announcing I was thinking of moving my syndicated newspaper column to Bermuda.43 “I’ll still live in America,” I wrote, “earn my living here, and enjoy the protection, technology, infrastructure, and all the other myriad benefits of the land of the free and the home of the brave. I’m just changing my business address. Because if I do that, I won’t have to pay for those benefits—I’ll get them for free!”

Washington has been trying to address the issue for close to fifty years—JFK gave it a go in 1961.44 But time and again corporate America’s game fixers—a.k.a. lobbyists—and water carriers in Congress have managed to keep the loopholes open.

The battle is once again afoot. While Congress considers legislation that would clamp down on some of the ways corporations hide their income offshore to avoid paying U.S. taxes, corporate lobbyists are furiously fighting to make sure America’s corporate class can continue to enjoy the largesse of government services and contracts without the responsibility of paying its fair share.

The latest tax-reform bills are far from perfect—they leave open a number of loopholes and would only recoup a very small fraction of the $100 billion that corporations and wealthy individuals are siphoning off from the U.S. Treasury.45 And they wouldn’t ban companies using offshore tax havens from receiving government contracts, which is stunning given the hard times we are in and the populist groundswell against the way average Americans are getting the short end of the stick.

But the bills would end one of the more egregious examples of the tax policy double standard, finally forcing hedge-fund managers to pay taxes at the same rate as everybody else. As the law stands now, their income is considered “carried interest,” and is accordingly taxed at the capital gains rate of 15 percent.46

According to former labor secretary Robert Reich, in 2009 “the 25 most successful hedge-fund managers earned a billion dollars each.”47 The top earner clocked in at $4 billion. Closing this outrageous loophole would bring in close to $20 billion in revenue—money desperately needed at a time when teachers and nurses and firemen are being laid off all around the country.48

But the two sets of rules—and the clout of corporate lobbyists—leave even commonsense, who-could-argue-with-that proposals in doubt, and leave the middle class shouldering an unfair share of a very taxing burden.

Indeed, the double standard was famously ridiculed by Warren Buffett in 2007 when he noted that his receptionist paid 30 percent of her income in taxes, while he paid only 17.7 percent on his taxable income of $46 million.49

HOMER SIMPSON HAS IT TOO GOOD: SNAPSHOTS FROM THE MIDDLE-CLASS BATTLEFIELD

The numbers don’t lie: We increasingly live in a “winner take all” economy. Indeed, we’ve arrived at a point where even Homer Simpson—created as a classic American Everyman character—is now living a middle-class fantasy. After all, how many American middle-class families do you know where the family’s sole breadwinner, a safety inspector at a nuclear power plant, can still comfortably support a family of five on a single income?

A more accurate snapshot of a modern middle-class family can be found in Nan Mooney’s book (Not) Keeping Up with Our Parents.50 One person profiled in the 2008 book is Diana, thirty-six, a licensed psychologist with a doctorate in clinical psychology. Her husband, Byron, is a trained engineer who makes his living as a technical writer for a patent attorney. The couple has two young children. Besides bringing up her kids, Diana holds down two part-time jobs, one as an assessment director for a nonprofit organization that places school counselors, the other building her private practice as a psychologist. She makes $35,000 a year. Her husband, a contract worker paid on a per-project basis, makes $40,000. When interviewed by Mooney, their credit cards were loaded with debts totaling $17,000. Their mortgage cost them $1,150 a month. Diana was paying $450 a month on her school loans, but that figure was about to get bumped to $550 a month. Rent on her office, plus condo fees, added another $750 a month. The couple had little equity in their property and had wiped out their savings.

“I feel like we’ve cut every corner we can cut,” Diana told Mooney. “We don’t take vacations. We never go out. Right now, I just keep my fingers crossed that nothing breaks. We need a new roof and new tires for the car. And we’re going to get hit hard by taxes this year.” At that point, Diana’s voice began to crack. “I’m scared. I’m scared we’ll never be able to retire. I’m scared we won’t be covered for health care. I’m scared we won’t be able to send our kids to college. We’ve never had much, but before I always felt like we were doing our time. We were working our way toward a more comfortable future. That doesn’t seem true anymore. At this point, I see no way out at all.”

Diana and Byron’s tale is an increasingly common one. Their high-priced college education—the kind many see as a safeguard against economic hard times—is no longer enough at a time when the jobless rate is almost 10 percent and twenty-six million people are out of work or underemployed.51, 52

Troy Renault is one of them.53 In August 2009, Troy, his wife, Tammy, and their five children were living in a three-bedroom home in Lebanon, Tennessee. Two years earlier, Troy had lost his construction job. Ultimately, as the Huffington Post’s Laura Bassett reported, they lost their home and had to move into a donated trailer on a local campground. They downgraded from a 1,900-square-foot house to a 215-square-foot trailer.

Says Troy, “You wind up starting to think to yourself, ‘Okay.54 Do we go ahead and make the house payment and keep a roof over our head but have no lights and no water, or do we go ahead and keep those utilities on and forgo the house payment, and hope that you can get caught up?’ ”

Rebecca Admire is another of the more than eight million people who have lost their jobs since December 2007.55 A single mom with two kids, Admire was laid off from her job at the Family Guidance Center for Behavioral Healthcare in St. Joseph, Missouri. After several months of struggling to pay her rent, she invited her cousin and two children to move in with them and share costs. There are now eight people living in Admire’s two-bedroom house. The four children sleep in one bunk bed, two to a mattress. But with so many in the house, the utility bills have gone through the roof. “I cry every time a bill comes in the mail,” Admire says.

In some cases, entire towns are falling into permanent decline when their central industries disappear. Mount Airy, North Carolina, for example, which has a population of just 9,500, historically relied largely on the textile industry for jobs.56 But, as Paul Wiseman reported in a March 2010 piece in USA Today, one after the other, the city’s textile and apparel factories shuttered, shedding more than three thousand jobs between 1999 and 2010. It’s a trend bound to continue: According to the Bureau of Labor Statistics, openings in textile and apparel manufacturing will nearly halve by 2018, as work is increasingly outsourced overseas and replaced by technological advances.

And in Mount Airy—the city where Andy Griffith grew up, and the inspiration for Mayberry, the epitome of small-town America for TV viewers for half a century—the transition has rattled an entire generation that had banked on the security of manufacturing jobs.57 “When you started work, you thought you’d be there until you retired,” Jane Knudsen, who began working in a textile mill in 1973, told USA Today. But Knudsen’s mill closed down, and now she works as a part-time cook at the local jail for two dollars less per hour. Another local, Steve Jenkins, opted to skip college and go straight into apparel manufacturing. He worked at Perry Manufacturing for more than thirty years, advancing through the ranks to earn a salary of $103,000 as director of purchasing. But Perry shut down in 2008. For Jenkins, who received no severance and had few other skills, life was suddenly upended.

“We were not prepared,” Mount Airy City Council member Teresa Lewis conceded.58 “We’ve had a huge loss of jobs in the textile industry. A lot of those people had devoted 30, 35 years to one particular company, and they found themselves in their early to mid-50s without a job or without the skills to go into something else.”

The aggregate effect of these stories—and tens of thousands more like them—is deeply troubling for our country. Through an enviable mix of jobs created by innovative American businesses and a national culture based on self-reliance, America has always had unemployment rates far lower than other developed nations. But this historic advantage is coming to an end. By the end of 2009, the unemployment rate among sixteen-to-twenty-four-year-olds was 19.1 percent.59 And 19.7 percent of American men aged twenty-five to fifty-four (prime working years) were unemployed—the highest figure since the Bureau of Labor Statistics began tracking this data in 1948.60

“Every downturn pushes some people out of the middle class before the economy resumes expanding,” wrote Peter Goodman in the New York Times in February 2010.61 “Most recover. Many prosper. But some economists worry that this time could be different. An unusual constellation of forces—some embedded in the modern-day economy, others unique to this wrenching recession—might make it especially difficult for those out of work to find their way back to their middle-class lives.… Call them the new poor: people long accustomed to the comforts of middle-class life who are now relying on public assistance for the first time in their lives—potentially for years to come.”

OPEN SEASON: SETTING A TRAP FOR THE MIDDLE CLASS

There are those in our country who look at the struggles of the middle class—mortgages underwater, foreclosure notices on the door, mounting credit card bills in the mailbox, bankruptcy on the horizon—and think, “They got into this mess of their own free will; they’re just getting what they deserve.” Who told them to buy that house they couldn’t afford, sign that mortgage without reading the balloon payment fine print, and run up those balances on a credit card that came with a teaser interest rate that is now 30 percent? Why should the rest of us, who were more prudent, be expected to carry the burden of the irresponsible?

This response ignores the ugly truth of what brought about this crisis. It wasn’t a sudden spike in irresponsibility on the part of middle-class Americans. It was the inevitable by-product of tricks and traps deliberately put in place to maximize profits for a few while creating conditions that would soon maximize misery for millions. The devastation was predictable—and, in fact, had been predicted by any number of Jeremiahs who saw the writing on the wall. Indeed, looking at the foreclosure crisis and the credit crisis—and the resulting bankruptcy crisis—it’s hard to avoid the conclusion that, in many ways, things are working out exactly as planned.

In hindsight, it’s as if a giant bear trap had been set for the middle class—a bear trap that was sprung by the economic crash.

Let’s start with the bursting of the housing bubble and the foreclosure crisis that followed. For a century, from the mid-1890s to the mid-1990s, home prices rose at the same pace as the overall rate of inflation.62 The bubble started to inflate in 1996 and within a decade home prices had jumped 70 percent—an $8 trillion bubble.

That bubble was no accident. We’ve just seen the way middle-class incomes had fallen behind expenses over the past three decades. How is it that more and more Americans were able to buy more and more houses—even as incomes stagnated? By taking on more debt, of course, provided by an underregulated army of lenders pitching seductive new mortgage vehicles. By 2005, subprime mortgages had skyrocketed to 20 percent of the market.63

Fueling the boom was the development of securitized mortgages—including collateralized debt obligations (CDOs)—in which mortgages of varying degrees of risk were bundled together in “tranches” and sold to investors.64 Since lenders were selling off the risk to someone else, they felt much freer to make loans to borrowers who never would have been able to qualify for a prime mortgage.

The Fed did its part, too, contributing extremely low interest rates and lax oversight to the increasingly toxic housing mix. In the words of economist Dean Baker, “The Federal Reserve Board completely failed to do its job.”65

And both sides of the political aisle aided and abetted the bubble. Even after a spate of accounting scandals, many Democrats continued to support Fannie Mae and Freddie Mac, seeing them as valuable facilitators of affordable housing.66 Between 2004 and 2007, Fannie and Freddie became the top buyers of subprime mortgages—exceeding $1 trillion in loans.67 George W. Bush and the GOP also helped inflate the bubble by pushing to dismantle some of the barriers to homeownership—part of Bush’s vision of “an ownership society” that sought to, as he put it in his second inaugural address, “give every American a stake in the promise and future of our country.”68 The road to hell continues to be paved with good intentions.

Refinancing homes and offering home equity lines of credit—the better to be able to buy all those things you see on TV but really can’t afford—became a fee-generating bonanza for financial institutions. Protected and encouraged by their political cronies in Washington, banks were given free rein to push ticking time bomb mortgages on the middle class—mortgages they could then slice and dice and sell as swaps, derivatives, and all sorts of complex financial products to investors around the world.

So banks, confident in the securitization of their loans, began selling mortgages to anyone who had a pulse, and they often neglected to confirm that borrowers could afford the mortgages they were selling them. By 2006, 62 percent of all new mortgages were so-called liars’ loans—loans that required little or no documentation.69

We got a glimpse into the back rooms of the mortgage industry in April 2010 when a Senate panel investigated the collapse of mortgage giant Washington Mutual. Among the findings, as reported by Sewell Chan of the New York Times, was that the bank offered its loan officers pay incentives to originate riskier loans.70 Loan officers and salespeople “were paid even more if they overcharged borrowers through points or higher interest rates, or included stiff prepayment penalties in the loans they issued.”

The behavior of the WaMu bankers, and the many others just like them, was no different than the behavior of corner drug dealers—and while they weren’t peddling crack or meth, they were selling something every bit as addictive: a no-money-down, no-proof-of-income-needed, interest-only, teaser-rate ticket to the good life. The bankers, with a green light from Congress, were determined to turn everyone into irresponsible consumers.

THE MORALLY BANKRUPT BANKRUPTCY BILL

Of course, the bankers knew that the housing bubble, like all bubbles before it, had to eventually burst. And when it did, massive foreclosures and bankruptcies would result. So they needed to set up their self-protecting bear traps.

Enter the bankruptcy bill that banking lobbyists pushed through Congress and President Bush signed into law in 2005.71 It was a bill so hostile to American families that it could have come about only in a place as corrupt, cynical, and unmoored from reality as Washington.

Instead of cracking down on predatory lending practices, closing loopholes that favor the wealthy, and strengthening the safety net for working people, single mothers, and elderly Americans struggling to recover from a financial setback, the Senate put together a nasty little bill that:


	made it harder for average people to file for bankruptcy protection;

	made it easier for landlords to evict a bankrupt tenant;

	made it more difficult for small businesses to reorganize, while opening new loopholes for the Enrons of the world;

	allowed creditors to provide misleading information; and

	did nothing to rein in lending abuses that all too frequently turned manageable debt into unmanageable crises.



Even in failure, ordinary Americans could not get a level playing field.

And make no mistake, the inequitable nature of the bill—bending over backward to help the credit industry while sticking it to working people who fall on hard times—was not the result of chance. Time and again, the Senate shot down amendments that would have made the bill less mean-spirited. Senators denied proposals that would have made it easier for military veterans, the sick, and the elderly to qualify for bankruptcy protection. They even rejected an amendment that would have put a 30 percent ceiling on the interest rates credit card companies can charge.72 Thirty percent—that’s more than your neighborhood loan shark charges.

According to the Institute for Financial Literacy, in 2009, 9.1 percent of the people who filed for bankruptcy earned $60,000 a year or more, up from 4.7 percent in 2005.73 And among those who declared bankruptcy in 2009, 57.7 percent had attended college, an increase of 3.9 percent.

The institute’s executive director, Leslie Linfield, also points out that there is an alarming bell curve for bankruptcy filings in the thirty-five to fifty-four age group.74 “Fifty-six percent of bankruptcy filers,” she says, “are in this age group. This is concerning because you are looking at a group of people who are middle-aged and very unprepared for retirement. As a society we can’t help but ask the question what will happen in twenty years when this group does in fact retire?”

Our elected leaders utterly ignored the fact that the vast majority of people who file for bankruptcy are middle-class folks who can’t pay their bills because they’ve lost their jobs or been hit with high medical bills. In fact, a 2009 study by researchers at Harvard and Ohio University showed that healthcare problems were the root cause of 62 percent of all personal bankruptcies in America in 2007.75 Using that rate, roughly 900,000 of 2009’s 1.4 million bankruptcy filings were medical bankruptcies.76 Or, to put it another way: Just over every thirty seconds someone in this country files for bankruptcy in the wake of a serious illness. How’s that for a shocking stat? Here’s another: 78 percent of the so-called medically bankrupt had health insurance at the time of their illness.77 It just wasn’t enough to cover the dramatic rise in health-care costs.

Barry Bosworth and Rosanna Smart of the Brookings Institution found that the catastrophic collapse of the 2008 subprime mortgage market resulted in the disappearance of $13 trillion in American household wealth between mid-2007 and March 2009.78 Bosworth and Smart also found that “on average, U.S. households lost one quarter of their wealth in that period.”

The abrupt meltdown of the subprime mortgage and financial markets dramatically changed the lives of millions. Once-attainable goals like owning a home, achieving financial security, and being able to retire were suddenly out of reach. And, as we have not yet hit bottom, millions more may soon find their standard of living lowered—and their dreams of a brighter future dashed.

We are facing nothing less than a national emergency: 2.8 million homes faced foreclosure in 2009, and an estimated 3 million more are expected to be foreclosed on in 2010.79, 80 If there was ever a middle-class Katrina, this is it. Yet even modest attempts to loosen the trap that snapped shut on so many have had a hard time getting traction in special interest–dominated D.C.

Take Senator Dick Durbin’s attempt to allow homeowners in bankruptcy a so-called cramdown, a means to renegotiate their mortgage with the bank under the guidance of a bankruptcy judge. Currently, mortgages are exempt from bankruptcy proceedings.81 Until 1978, allowing cramdowns was standard practice. Subsequent court battles eventually eliminated their use.82 The mortgage industry, not surprisingly, has been vehemently opposed to bringing the cramdown back. The banks scored a lopsided victory in late April 2009 when the Senate rejected Durbin’s measure, which would have helped 1.7 million homeowners keep their homes and preserved an additional $300 billion in home equity.83

Given the tidal wave of foreclosures that so destabilized our economy, this seemed like a no-brainer. There had already been more than eight hundred thousand foreclosures in the first three months of 2009.84 But even after major concessions that diluted the bill, the Mortgage Bankers Association (whose members’ subprime schemes helped bring our economy to the brink), the Financial Services Roundtable, and the American Bankers Association fought tooth and nail against it.85, 86 And won.

Making matters worse is the fact that America’s banks and mortgage lenders are often so disorganized that people are being erroneously foreclosed on.

As ProPublica’s Paul Kiel reported: “Sometimes the communication breakdown within the banks is so complete that it leads to premature or mistaken foreclosures.87 Some homeowners, with the help of an attorney or housing counselor, have eventually been able to reverse a foreclosure. Others have lost their homes.” Kevin Stein, associate director of the California Reinvestment Coalition, told Kiel, “We believe in many cases people are losing their homes when they should not have.”

You want an economic nightmare? How about a foreclosure bear trap that snaps shut on your leg even when you haven’t stepped in it?

YOU HAVE THE RIGHT TO AN ATTORNEY … UNLESS YOU’RE ABOUT TO LOSE YOUR HOUSE

America’s foreclosure crisis is being made even worse by the shortage of legal assistance available to beleaguered homeowners. According to a study by the Brennan Center for Justice, “the nation’s massive foreclosure crisis is also, at its heart, a legal crisis.”88 The vast majority of homeowners face foreclosure without legal counsel.

In New York’s Nassau County, in foreclosures involving subprime or nontraditional mortgages (which are disproportionately targeted at minorities), 92 percent of homeowners did not have a lawyer.89 Having legal help can be the difference between families keeping their homes and being evicted.90 A lawyer can stop foreclosure proceedings or put enough pressure on lenders to convince them to rework the terms of the loan. A lawyer can also intervene in other ways, such as enforcing consumer protection laws or spotting legal violations by banks and lenders.

The barriers keeping homeowners from obtaining proper legal representation are twofold. The first is funding. In 1996, the budget for the Legal Services Corporation, the primary agency that provides help for low-income Americans in civil cases, was cut by a third.91 At this point, to match the funding level the Legal Services Corporation received in 1981 would require an increase of $753 million.92 If Goldman Sachs or Bank of America needed that kind of cash (or even ten times that kind of cash), Washington wouldn’t think twice. But low-income homeowners have no clout in D.C.

The second barrier is that restrictions to adequate legal help have been deliberately built into the system.93 Remember the 1994 “Contract with America”? It turns out that one of its provisions severely limited the ability of homeowners to get legal protection from predatory lenders. Homeowners represented by the Legal Services Corporation are barred from bringing class-action suits. Nor are they able to make the other side pay attorneys’ fees, even when the law would normally allow it. The chance to recoup attorneys’ fees when a defendant wins his case is critical in discouraging lending companies from dragging out proceedings merely to exhaust a defendant’s financial resources. The Obama administration has asked Congress to remove many of these limitations, to no avail. The $789 billion stimulus plan didn’t contain a single dollar for foreclosure-related legal help.94

Although Americans losing their homes are being treated like an afterthought, foreclosures are actually a gateway calamity. Every foreclosure is a crisis that begets a whole other set of crises. When families lose their homes, they are forced to move in with relatives, or into a motel, or live out of a car, or on the street. Meanwhile, the home sits vacant. Surrounding home values drop. Others in the neighborhood move out. In many communities, squatters move in. Crime goes up. Tax revenues plummet, taking school budgets down with them.

Almost forty-one million homes in the United States are located next door to a foreclosed property.95 The value of these homes drops an average of $8,880 following a foreclosure.96 This translates into a total property value loss of $356 billion.97 And vacant properties take a heavy toll on already strapped local governments. A 1 percent increase in foreclosures translates into a 2.3 percent rise in violent crimes.98

But the collateral damage of the foreclosure crisis is even more grave and far-reaching. It has a huge impact on future generations and on our children. A September 2009 New York Times story by Erik Eckholm on the surge of homeless schoolchildren caused by the foreclosure crisis haunts me to this day.99 A photograph that accompanied the article showed nine-year-old Charity Crowell of Asheville, North Carolina, modeling the green and purple outfit she intended to wear on the first day of school. The previous spring, when her parents lost their jobs and their car, she received Cs on her report card. She vowed to bring her grades back up. “I couldn’t go to sleep,” nine-year-old Charity said of her last semester. “I was worried about all the stuff.” As a result, she often fell asleep in class.

The family had been evicted and forced to move into a series of friends’ houses, then a motel, and then a trailer.

The National Center on Family Homelessness estimates that 1.5 million children in the United States are homeless—that is one in fifty children.100 San Antonio, for example, enrolled one thousand homeless students in the first two weeks of the 2009–10 school year—double the number during the same period the previous year.101 The National Center on Family Homelessness also found that homeless children are four times as likely to get sick and twice as likely to have learning and developmental problems as non-homeless children.102, 103

“We see eight-year-olds telling Mom not to worry, don’t cry,” said Bill Murdock, who works with homeless schoolchildren.104

It’s hard to hear stories like these and not feel outraged that we have given hundreds of billions of dollars to save Bank of America, Citigroup, JPMorgan Chase, and Wells Fargo, and yet those same banks are turning around and refusing to modify mortgages so that families can stay in their homes.

Moreover, despite common perception, most of the people losing their homes today are not recent buyers with crazy subprime mortgages, or families who took out massive loans they couldn’t afford. They are middle-class Americans who have lost their jobs and are struggling to make ends meet.

The foreclosure crisis hasn’t gotten the attention it deserves because the public’s interest—people being able to keep their homes—is not aligned with corporate and financial interests. Banks don’t want to adjust nonperforming mortgages down to their actual values because that would lead to marking down the value of the massive asset pools they have rolled the mortgages into.105 The four largest banks (Bank of America, Wells Fargo, Chase, and Citibank) service two-thirds of all distressed mortgages.106 These banks collectively hold about $477 billion in second liens.107

When it came to the foreclosure crisis, Obama’s audacity to win morphed into a timidity to govern. Bolder action earlier by the administration and our paralyzed, polarized Congress would have kept millions of families in their homes and cleared the decks more quickly for an economic revival on Main Street. But that, of course, would have meant giving the public the same sort of breaks the gluttonous bankers got.

“The banks are too big to fail” has been the mantra we’ve been hearing since September 2008.108 But apparently it’s okay when American homeowners are thrown out of their homes and out of the middle class—perhaps forever.

A HOUSE OF CARDS

Mortgages, of course, are far from the only kind of debt Americans are saddled with. Indeed, we have become a nation fueled by plastic and financed by revolving credit.

The numbers are stunning:


	As of January 2010, U.S. consumers were carrying $2.46 trillion in consumer debt; $864 billion of that was made up of revolving credit (98 percent of which is credit card debt).109, 110

	There are more than 576 million credit cards in circulation in America, and another 507 million debit cards.111 We used those cards to make more than 56 billion transactions last year.

	The average credit cardholder has 3.5 cards, and of the households with credit card debt, the average debt is $16,000.112 During 2009, 56 percent of consumers carried an unpaid balance.



Americans no longer use their credit cards just to buy the things they want; they use them to make ends meet. “For much of America,” says Elizabeth Warren, “the credit card is now the health insurance policy, the unemployment insurance, the way to deal with a child who’s off in college and you haven’t got enough to cover expenses.”113 For more and more Americans, credit cards have become a plastic lifeline. In fact, in 2007, even before the economic crisis began, 14.7 percent of American households had debt totaling more than 40 percent of their annual income.114

In 1958, American Express pioneered the use of widely accepted credit cards.115 BankAmericard (later to become Visa) followed in 1959 with the first general-use card that allowed balances to be paid over time. MasterCard (originally known as Master Charge) launched in the late 1960s.

But the modern credit card industry really kicked into high gear after a 1978 Supreme Court ruling allowed banks to charge the top interest rate permitted by the state where a bank is incorporated as opposed to the borrower’s home state.116 Hoping to lure banks’ business, states such as South Dakota and Delaware repealed their usury laws—which had kept interest rates in check—and we were off to the customer-gouging races.117

The arrival of nationwide banking, combined with bank deregulation and the tech revolution, sealed the deal. It also opened the floodgates on banks soliciting our credit card business, and the creation of all manner of tricks and traps designed to separate consumers from their hard-earned money. “In 1980, the typical credit card contract was a page and a half long,” Elizabeth Warren says.118 “Today, the typical credit card contract is about thirty-one pages long. The other twenty-nine and a half pages are the tricks and traps. I teach contract law at Harvard Law School,” she continues, “and I can’t understand my credit card contract. It’s just not designed to be read.”

As a result, for years the credit card companies have been fattening their bottom lines with an ever-widening array of fees: late fees, cash-advance fees, balance-transfer fees, over-the-limit fees. Fees now account for 39 percent of card issuers’ revenue.119 In fact, last year, lenders collected more than $20 billion in penalties and fees.120 And even with the passage of the new credit card regulations that took effect in early 2010, banks are coming up with sneaky new ways to soak customers, including (if you can believe it) an “inactivity fee” for not using their card!

One of the best things the new credit card regulations do is make it harder for credit card companies to go after customers under the age of twenty-one. For years, the companies have aggressively, recklessly, and successfully targeted young consumers.121 As a result, according to CreditCards.com, 76 percent of all undergraduates now have credit cards: “Undergraduates are carrying record-high credit card balances.122 The average (mean) balance grew to $3,173, the highest in the years the study has been conducted.… Twenty-one percent of undergraduates had balances of between $3,000 and $7,000, also up from the last study.” Half of all college undergraduates have more than four credit cards, and more than a third of them are unable to pay their balance in full.123 And, of course, this credit card debt is piled on top of their student loans. According to FinAid, 66 percent of college graduates ended their four-year bachelor’s degree in debt—owing an average of $23,186 in student loans.124 These middle-class students—young, educated, and maxed out—will have a difficult time getting out from under the crushing debt as they start their careers. Priceless.

Our country now stands on the verge of a major credit card crisis. Every day, Americans, faced with layoffs and tough economic times, are forced to use their credit cards to pay for essentials such as food, housing, and medical care—the costs of which continue to escalate. But, as their debt rises, they find it harder to keep up with their payments. When they don’t, banks, trying to offset losses in other areas, turn around, hike interest rates, and impose all manner of fees and penalties—all of which makes it even less likely consumers will be able to pay off their mounting debts. It’s a vicious cycle, as Janet H. recounted:

“Back in 2008,” she told me, “we had just a few minor credit card balances less than $1,000, which we would pay off within a couple of months. It was what we used for vacations or maybe for an extra Christmas splurge.

“When I lost my job as an office manager, however, we came to live off of credit cards—we had no other choice. Gas and groceries were a large portion of that, as gas was almost $4 per gallon and my husband commuted 50 minutes each way to work.

“Now our interest rates, which a couple of years ago ranged from 2.9 percent to 12 percent, have risen as high as 29.9 percent, even though we continued to make credit card payments.

“At the same time, each credit card decided to lower our credit limit and that, in turn, gave us a higher debt-to-available-credit ratio. A couple of months later, another credit card company would see the higher percentage and then they, too, would lower our credit limit. This is a cycle and we are now at the point where our credit card with a $16,000 credit limit has a $3,000 credit limit, thus giving us the dubious distinction of looking like we’ve maxed out all of our cards. These days we do not use credit cards often because, since all of them are maxed out, we cannot make a purchase without going over the limit.

“We have more debt than we can handle now, no savings, a house going back to the bank. All I hear is people saying that people in my situation ‘are just bad with money’ or ‘overspend’ or ‘should never have bought a house if they could not afford it.’ I do not want a handout; I do not want to file for bankruptcy. I make less money now, my husband makes less money now. I am getting pretty fed up with people who judge us like we are of a lower class due to circumstances that really were beyond our control. Meanwhile, the banks get bailouts and pay large bonuses.”

Credit card experiences like Janet’s contribute to the growing anger, as well as to our economy’s downward spiral. Many experts feel that as more and more Americans default on their credit card debt, banks will find themselves faced with a stomach-turning replay of the toxic securities meltdown from the mortgage crisis. In another example of Wall Street “creativity,” credit card debt is routinely bundled together into “credit card receivables” and sold to investors—often pension funds and hedge funds. In 2008, securities backed by credit card debt added up to a $365 billion market.125 It motivated credit card companies to offer cards to risky borrowers and to allow greater and greater amounts of debt.

As these borrowers continue to default, banks and the investors who bought their packaged debt will take a serious hit. So how are the credit card companies trying to offset the rise in bad debts? By raising rates and fees for the rest of their customers, causing more of them to fall into arrears. And round and round and round we go.

Americans are encouraged to spend in order to help get the sputtering economy humming again. But the problem is, many Americans are broke, or barely scraping by, so the only way they can spend is to charge it, running up balances on credit cards that are structured in a way that makes it harder and harder to pay them off. Getting dizzy yet?

Elizabeth Warren worries that the credit card crisis “could be the knockout blow to the middle class.”126

FEAR, ANXIETY, DEPRESSION, ANGER … OTHER THAN THAT, AMERICA, HOW ARE WE DOING?!

Americans everywhere are anxious.

In March 2010, a FOX News poll found that 79 percent of voters—including the vast majority of Democrats, Republicans, and independents—think it’s possible the economy could collapse.127 An April 2010 Gallup Poll revealed that only 41 percent of Americans think their financial situation is “good” or “excellent”—the lowest percentage in the past ten years.128 And 21 percent of workers think it’s likely they will be fired during the next year.129

This pessimistic outlook can have a profound impact on the American psyche, shaking our celebrated self-confidence. As reported by Don Peck in the March 2010 issue of the Atlantic, University of Warwick economist Andrew Oswald believes that “involuntary unemployment lasting six months or more is the worst thing for a person’s mental health—just as bad … as the death of a spouse.…130 And the psychological effect is lasting—lingering even after a new job has been found.”

Researchers at Rutgers University interviewed one thousand unemployed people in the summer of 2009.131 By the spring of 2010, 80 percent of them were still out of work. Of the people who did find work, only 13 percent had landed full-time jobs. To deal with the extended unemployment, “70 percent of the people dipped into retirement funds, 56 percent borrowed money from family or friends, and 45 percent turned to credit cards. Forty-two percent skimped on medical care, 20 percent moved in with family or friends, and 18 percent visited a soup kitchen.”

“The cushion’s completely gone,” says Cliff Zukin, one of the authors of the study.132 “It’s a much deeper economic gash this time.” And no occupation, at the middle-class level, has been spared.

Henry Chalian was a vice president and relationship manager at JPMorgan when he was laid off in May 2009. “It was a shock to everyone, in every way possible,” he explains. “That said, the year before had been an unsettling one where every morning we came in, we said to each other: ‘We are still here!’ ” Chalian, who has a master’s degree from the London School of Economics, worked for Bear Stearns before he was hired by JPMorgan. “I managed relationships with some of the top independent research firms in the country,” he says. “A lot of changes occurred in the last year, but we thought our jobs were secure. I was laid off on the last day Bear Stearns’ severance was in place.”

Chalian considers himself luckier than most: His former company has an in-house career center for displaced workers for up to one year. He has access to career counselors on a weekly basis, and the center offers classes on networking, speaking, and interviewing skills. He even participated in a six-week seminar on using social media for job searches. “I have joined a number of LinkedIn groups associated with finance, prior employers, and school alumni,” he says, “I follow discussions, ask questions, and make comments.” Chalian has also been using Twitter, which he discovered can be a powerful job-searching tool. “There are a lot of smart and helpful career advisers, bloggers, and recruiters that I have discovered and now follow.”

He has participated in a variety of programs offered by his city and state to assist newly unemployed individuals, such as JumpStart NYC, which is a combined effort by Mayor Michael Bloomberg and the New York City Economic Development Corporation for displaced financial service employees; he attended a one-week boot camp with educators from Harvard Business School; he spent six months at a digital media and e-commerce start-up incubator as part of an unpaid fellowship and consulting program; and he used a National Emergency Grant to participate in a two-week “Columbia Essentials of Management” program at Columbia Business School. He also contributes to a blog on WSJ.com called Laid Off and Looking, and he appeared in a CNN Money segment entitled “Castaway Bankers.”

It has now been a year since Chalian was laid off, and, despite all these efforts, he is still looking for a job. His severance package exhausted, he is now relying on unemployment and has cut into his retirement savings. “I have been very frugal,” he says, “but that goes only so far. I’m in a constant state of worry about money and the future. As busy as I have been, it has not been easy.”

One of the offshoots of this undercurrent of fear and anxiety is the anger building up across America.

In April 2010, hot on the heels of an outbreak of threats against members of Congress, came word that an Oklahoma Tea Party group was planning to form an armed militia to help defend the state against the perceived encroachment of the federal government—this in a state where, fifteen years earlier, Timothy McVeigh’s rage had turned deadly.133

The FBI was investigating an antigovernment extremist group that was sending letters to America’s governors demanding they resign or be “removed.”134 This followed the arrests of members of the Hutaree group, a radical Christian militia organization in Michigan that was plotting to kill police officers.135

When Tea Party members gathered for tax-day protests across the country, we were treated to a fresh wave of debate about whether these groups are fueled by anger, fear, racism, or class divisions.136 There was also talk about how much responsibility media outlets and certain political figures bear for inciting Tea Party crowds with violent rhetoric. (Sarah Palin urged her supporters to “reload,” and U.S. representative Michele Bachmann said she wants her constituents “armed and dangerous.”)137, 138

The rising tide of anger is part of a disturbing trend. According to Rage on the Right, a report released by the Southern Poverty Law Center, the number of so-called Patriot groups has skyrocketed in the past few years.139 In 2008, there were 149 active Patriot groups; in 2009, there were 512. The number of like-minded militia groups, meanwhile, rose from 42 in 2008 to 127 in 2009. And “nativist extremist groups,” which advocate vigilante action against undocumented workers, went from 173 in 2008 to 309 in 2009.

While it’s important that we take the threats and the rage seriously, it’s just as important that we don’t ignore the legitimate anger being directed at Washington and the political establishment of both parties. Thanks to the botched bank bailout, anti-government rhetoric has pervaded the public conversation. “Discontent with the present and apprehension about the future have become the background noise of our politics,” wrote Tim Rutten in the Los Angeles Times, “yet both sides of the congressional aisle seem deaf to the din.”140

“There are times—they mark the danger point for a political system—when politicians can no longer communicate, when they stop understanding the language of the people they are supposed to be representing,” wrote historian Ian Kersaw.141 Maybe that explains the lackadaisical, going-through-the-motions response of the political establishment to the rising chorus of middle-class anger.

In times of economic upheaval, when people are losing their jobs, losing their homes, and feeling powerless to do anything about it, people have always looked for scapegoats. We’ve seen this over and over again throughout American history.

For example, in the 1880s, as the post–Civil War Gilded Age came to an end, a severe economic crisis began that culminated in the depression of 1893.142 But the search for scapegoats among the American people began early. The Chinese Exclusion Act of 1882 suspended immigration from China, after Chinese immigrants had just helped build the transcontinental railroad.143 Attacks on the Chinese by white mobs took place all over the country.

One newspaperman captured the mood of the times: “Why permit an army of leprous, prosperity-sucking, progress-blasting Asiatics befoul our thoroughfares, degrade the city, repel immigration, drive out our people, break up our homes, take employment from our countrymen, corrupt the morals of our youth, establish opium joints, buy or steal the babe of poverty or slave, and taint with their brothels the lives of our young men?”144

An ancestor of Glenn Beck’s, perhaps?

Then, as now, the agitation resulted in the formation of a loose political party—the Populists.145 Here is how historian Richard Hofstadter described their agenda: “The utopia of the Populists was in the past, not the future,” he wrote. “The Populists looked backward with longing to the lost agrarian Eden.” Sound familiar? The myth of a golden age in America that existed before all our current problems existed has fueled many a political campaign.

Hofstadter also pointed to the Populists’ rigid us-versus-them view of the world. It was the masses against the elites. Or, as Sarah Palin would put it, real Americans versus everybody else.

Conspiracy theories were rampant in the nineteenth century as well.146 In the wake of the depression of 1893, the Populists saw postwar American history as a “sustained conspiracy of the international money power,” an obsession that also played into a virulent anti-Semitism.

History shows that such unconscionable credulity becomes much more ominous in times of economic hardship. It becomes even more heightened when our politicians, leaders, and members of the media pander to it, rather than addressing the underlying causes. While the shameful internment of Japanese citizens during World War II is well known, many Americans remain unaware that during the Great Depression, the United States, under President Hoover, actually deported large numbers of American citizens of Mexican ancestry.147

As for anti-Semitism during the Great Depression, it wasn’t just angry rhetoric—it was acted upon. In 1935, for example, many shops owned by Jews in Harlem were destroyed by a mob of African Americans, for whom the shopkeepers were simply the most available scapegoats.148 And, of course, the flames of bigotry were fanned by the wildly popular, xenophobic, and openly anti-Semitic Father Charles Coughlin, whose radio show was, at one time, listened to by one in three Americans.149

In 1969, Pete Hamill published “The Revolt of the White Lower Middle Class” in New York magazine.150 It reads like it could have been published yesterday. “The working-class white man sees injustice and politicking everywhere in this town now,” Hamill wrote, “with himself in the role of victim.” He noted “an increasing lack of personal control over what happens to them.” The result was a “growing talk of revolt.” Hamill concluded, “If the stereotyped black man is becoming the working-class white man’s enemy, the eventual enemy might be the democratic process itself.”

By April 2010, over half the nation—and 92 percent of Tea Partiers—believed that President Obama was moving the country toward socialism.151 Combine our anxiety over the meltdown with today’s downward economic mobility, and you get scapegoating run amok. A Harris Poll in March 2010 showed that, among Republicans, 57 percent believe Obama is a Muslim, 38 percent believe he “is doing many of the things that Hitler did,” and 24 percent believe that the president “may be the Anti-Christ.”152

Even if the poll’s methodology was flawed and the numbers are a fraction of these, this is crazy. But then again, according to psychologist Michael Bader, paranoia is a natural response to the suffering brought on by economic hard times.153 “Paranoid people are trying their best to make sense of and mitigate feelings of helplessness and worthlessness,” Bader writes. “People can’t tolerate feeling helpless and self-hating for very long. It’s too painful … too demoralizing, too frightening. They have to find an antidote. They have to make sense of it all in a way that restores their sense of meaning … their self-esteem, and their belief in the possibility of redemption.” To do so, they often create “a narrative—a set of beliefs about the way the world is and is supposed to be—[that] helps make sense of chaos.” This often involves projecting blame onto others and creating an enemy to go after.

As we head into the 2010 midterm elections, and get more and more reports of extremist behavior and more news bites of the rhetoric of rage, let’s keep in mind that the explanations people give to pollsters and reporters are often a reflection of our growing economic anxiety. While we need the media to stop pouring gasoline on the bonfires of discontent burning across America, we also need to recognize the underlying reasons for this anger and discontent. Americans are afraid that we, as a nation, are losing our way, and to many of us, the nightmare of a Third World America is becoming frighteningly real.





JOHNNY PARKER



It’s funny how life throws you for a loop. One day, my wife and I—who have a beautiful three-year-old daughter—have a nice home, drive two newish cars, and don’t have to choose between paying the bills and buying food. We were financially stable.

I worked full-time in a mental rehabilitation center. It wasn’t the best pay, but it was more than enough for us. We lived simple lives—no extravagant vacations, no splurging at holidays or birthdays. We never had the money to build up savings, but we always had enough.

In April 2007 all that changed. I worked hard at my job, I’d never gotten in trouble, never been late. I got praise from my supervisors. I was working double and triple shifts and taking on new responsibilities, so I asked for a pay raise.

A month later I got called into a meeting with the program director and the director of nursing. I was told I’d done nothing wrong, but they would have to let me go. They would not tell me why, but just said I should file for unemployment.

So I did. The checks were enough to cover the rent, but not utilities and food. We rented out our office and our daughter’s playroom. But one day the renters both suddenly left without notice. We applied for food stamps and welfare. My unemployment was too much for us to get welfare but we did get food stamps: eighty-two dollars a month. My car got repossessed but we were able keep my wife’s car. June came and we didn’t have enough for rent. We were served eviction papers. At the end of July we put all our stuff in storage but had nowhere to go.

Our county worker was able to get us a voucher to stay in a motel for a week while we looked for a place to live. That weekend, I went to a gas station to get something to drink. I asked the lady there for a job. She told me to come back tomorrow. I started working the cash register—two graveyard shifts a week and the other five days the swing shift. Thursday we found a one-bedroom in downtown Modesto. It was very small in a pretty bad area—the stove and heater didn’t work—but it was a roof over our heads.

In February our car broke down. I called the gas station owner to tell them that I would not be able to make it in time for my shift. When I got home, there was a message—he had hired his brother-in-law to take my place. I went back on unemployment.

Money is still tight. Our food stamps aren’t quite enough to buy food for the month. So in order to make sure there’s enough for our daughter, my wife and I usually don’t eat during the day. I’ve lost almost forty pounds.

I recently found out that I will receive my very last unemployment check at the end of this month. I applied for welfare when my unemployment was temporarily stopped, and it was not enough to cover the rent on even our small apartment.

I spend around thirty hours a week looking for work. But there just is not work available. I have offered to work off the clock and overtime. But no offers.

I used to consider myself middle class. I have some education and I have a wide variety of skills and experience, but almost every company I talk to says the same thing: Until the economy gets better, they are not hiring.
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AMERICA THE BEAUTIFUL DILAPIDATED
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Even before there was a Constitution, our founding fathers were already thinking about building America’s infrastructure.

George Washington knew that without a national system of transportation, especially canals that would connect the East Coast to the Ohio and Mississippi river systems, we could never truly come together as a “more perfect union.”1

Thomas Jefferson put Washington’s vision into effect, creating a concrete national plan for roads and canals—a far-sighted plan that served as the touchstone for the next hundred years of development and led to America’s transcontinental railroad, championed by Abraham Lincoln.

Franklin Delano Roosevelt spent massive federal dollars, even in the midst of the Great Depression, to bring electricity to rural America. Dwight Eisenhower pushed through the interstate highway system.

Building things—amazing things, grand things, forward-looking things, useful things—has always been an integral part of who we are as a country. We created highways, waterways, railroads, and bridges to link us together and forge a strong nation.

We created an infrastructure—including electrical grids, dams, sewers, water pipes, schools, waste-treatment facilities, airports—second to none. It was the skeleton that held our country up, the veins and arteries that kept our economy pumping, our prosperity flowing, and our quality of life high. But those once-glorious systems are falling apart at an alarming rate—a casualty of lack of funding, old age, and neglect.

In 2009, the American Society of Civil Engineers (ASCE) released its comprehensive infrastructure report card. It’s not a pretty read. The nation’s overall infrastructure grade was an appalling D.2 The report noted a downward trend since 2005: transit and aviation fell from a D+ to a D, while roads dropped from a D to a nearly failing D–.3 Dams, hazardous waste, and schools maintained their lowly D grade, while drinking water and wastewater remained mired at D–.

“It’s the kind of report card you would have expected on the eve of the collapse of the Roman Empire,” Stephen Flynn, a senior fellow at the Council on Foreign Relations, told a reporter from Scientific American.4

Or from a Third World nation.

But despite the desperate state of affairs, America remains in denial. According to the ASCE, we would need to invest $2.2 trillion over the next five years just to bring our existing infrastructure up to a passable level (let alone a level appropriate for the twenty-first century).5 But we’ve only budgeted $975 billion for that period.6

America is like a middle-aged man, still clinging to a perception of himself at age twenty-three, refusing to take in the wrinkles and the bald spot showing up in the mirror. And the bad knee. And the clogged arteries that could make his heart stop beating at any moment. We still see ourselves as a youthful nation, when it simply isn’t true anymore. But unless we snap out of it and grow up enough to look reality in its sagging face, we are in for a world of trouble.

The fact is, America’s antiquated infrastructure is desperately in need of an extreme makeover.

THE FLINTSTONES VERSUS THE JETSONS

Our infrastructure problems are so extensive, you don’t have to look far to encounter them. Flip on a light switch, and you are tapping into a seriously overtaxed electrical grid. Go to the sink, and your tap water may be coming to you through pipes built during the Civil War. Take a drive, and pass over pothole-filled roads and cross-if-you-dare bridges. The evidence of decay is all around us.

But while the present state of disrepair is disturbing, looking down the crumbling, congested, traffic-clogged road at what lies ahead for us is chilling. America’s population is expected to reach 438 million by 2050—a 48 percent increase since 2005.7 But instead of preparing for this growth and the attendant demands it will make on our run-down systems, America is nickel-and-diming its way into the future.

We invest just 2.4 percent of gross domestic product in infrastructure, compared with 5 percent in Europe and 9 percent in China—a surefire way to ensure that we will not be leading the twenty-first century.8 While we try to hold the American jalopy together with duct tape, chewing gum, some wire, and a prayer, China is busy building the most up-to-date, bells-and-whistles infrastructure money can buy, dramatically increasing that country’s mobility.9

For example, from 2006 through 2009, China spent $186 billion on its railways alone—which World Bank officials have described as “the biggest expansion of railway capacity undertaken by any country since the nineteenth century.”10, 11 And by 2020 China plans to construct 26,000 additional miles of track.12 It’s making a similar commitment to other modes of transportation. In 2009 China built over 230,000 miles of roads and announced plans to build ninety-seven airports by 2020.13, 14

In a column headlined “Time to Reboot America,” New York Times columnist and author Tom Friedman recounted flying from Hong Kong’s “ultramodern airport” (following a ride on a high-speed train with top-of-the-line wireless connectivity) to New York’s JFK airport and compared it to “going from the Jetsons to the Flintstones.”15 The experience left him wondering: “If we’re so smart, why are other people living so much better than us?”

And it’s not just Asia. Armando Carbonell, chairman of the Department of Planning and Urban Form at the Lincoln Institute of Land Policy, says that while “the European Union is working across national boundaries to integrate the continent,” in America “there’s been at least a fifty-year gap in national planning for comprehensive infrastructure across water systems, energy systems and transportation.”16

This is about a lot more than just fixing potholes or getting from place to place faster. It’s about keeping America competitive and keeping its people healthy and productive.

Felix Rohatyn, author of Bold Endeavors: How Our Government Built America, and Why It Must Rebuild Now, serves up the bracing bottom line: “The aging of our nation’s infrastructure has lessened our productivity, undermined our ability to compete in the global economy, shaken our perceptions about our own safety and health, and damaged the quality of American life.”17

Then there is Pennsylvania governor Ed Rendell, who in 2008 teamed up with California governor Arnold Schwarzenegger and New York City mayor Michael Bloomberg to form Building America’s Future (BAF), a bipartisan coalition looking, in Rendell’s words, to “deliver a message to Washington that if America is going to have a future, an economically viable future, a quality-of-life future, a future that involves public safety, we have to begin the business of repairing infrastructure.”18, 19 In a February 2010 speech at an economic conference, Rendell warned, “If we don’t do something quickly, by the time 2030 rolls around, America will be a second-rate economic power.”20 Telling the businessmen in the room that “nothing significant will change until the businessmen step up,” he urged: “We need entrepreneurs to step up and say, ‘Guys, we’re having the living daylights beaten out of us. If we don’t do something quickly, we’re sunk—we’re a cooked goose.’ ”

The Flintstones, a cooked goose, a collapsing empire, a Third World nation. Pick your metaphor. They all translate into the same takeaway: The stakes for America couldn’t be higher.

MISSED OPPORTUNITY: THE STIMULUS BECOMES A FISCAL PIÑATA

By the beginning of 2009, in the wake of the economic meltdown and the election of Barack Obama, it looked like investing money in a massive infrastructure-spending plan would be that rarest of things these days in American politics: a win-win initiative with bipartisan support.

With the economy in desperate need of a boost, building roads, updating our electrical grid, and repairing bridges, dams, and levees could create millions of high-paying jobs—jobs that would have to be located in America and couldn’t be outsourced. According to Department of Transportation estimates, 47,500 jobs would be created for every $1 billion the government spends on highway improvements alone.21

In addition, it could also produce what Rendell described as “a whole boatload of orders for American steel and concrete and timber companies.…22 it would be a huge shot in the arm for the economy, probably the best economic stimulus you could do.”

As the debate over the stimulus began, Tom Friedman, knowing the need and seeing the opportunity, declared: “The next few months are among the most important in U.S. history.”23

But our leaders certainly didn’t act like that was the case. Instead of focusing on infrastructure and job creation—and the gravity of the crisis at hand—we got a load of business-as-usual partisan bickering, special interest lobbying, and pork barrel spending.

The result was a bill Jeffrey Sachs, the Columbia University economist who was instrumental in transitioning the economic system of the former Soviet Union, called “a fiscal piñata,” an “astounding mish-mash of tax cuts, public investments, transfer payments and special treats for insiders,” and “a grab bag of hasty short-run spending.”24

In the end, the $787 billion American Recovery and Reinvestment Act allotted only $72 billion to infrastructure projects.25 “I fear that we may soon look back and say that we missed a huge chance to go bigger and bolder,” Van Jones, author of The Green Collar Economy, told me at the time the bill was being debated.26 “After all, there were three flaws with the old economy that has crashed: It favored consumption over production; debt over smart savings; and environmental damage over environmental renewal. Some parts of the stimulus package seem to be more of the same—trying to prop up the old, failed economy. That strategy simply won’t work—but we could waste a lot of money and time trying. Instead, we need a new direction for our economy.”

Faced with an even more devastating economic crisis, FDR responded with a large-scale public works program, including the Tennessee Valley Authority, the Works Progress Administration, and the Civilian Conservation Corps—programs that gave us much of the infrastructure that needs to be updated today.27 But instead of doing something similar—and instead of constructing a new economic vessel capable of navigating the stormy seas of the twenty-first century—we chose to grab a bucket and try to bail out the old sinking ship.

Moving forward, the price we’ll pay for getting it wrong is extremely high. Think of a patient suffering from a grave viral infection who is treated with antibiotics, effective only against bacterial infections. Not only will the treatment be unsuccessful, it will also dangerously delay the proper care.

POWER BLACKOUTS, RUSTY WATER, COLLAPSED BRIDGES, RAW SEWAGE LEAKS: A GUIDED TOUR OF THIRD WORLD AMERICA

Extending the medical metaphor just a tad longer: Having failed to treat our ailment properly, we must continue to deal with the symptoms that rage all around us. What follows are the results of our nation’s latest infrastructure checkup. The prognosis is definitely not good.

Let’s start this examination of what’s ailing America with that most elemental of elements: water. No society can survive without clean water. It’s essential for life and civilization (imagine the Roman Empire without its aqueducts). Clean, fresh water is so essential that many believe that, in the coming decades, wars will be fought over it. Among them is Steven Solomon, author of Water: The Epic Struggle for Wealth, Power, and Civilization, who believes the world can be divided into water haves and water have-nots (Egypt, China, and Pakistan are among the have-nots).28

“Consider what will happen,” he writes, “in water-distressed, nuclear-armed, terrorist-besieged, overpopulated, heavily irrigation-dependent and already politically unstable Pakistan when its single water lifeline, the Indus River, loses a third of its flow from the disappearance of its glacial water source.”

Despite the indispensable nature of water, America’s drinking-water system is riddled with aging equipment that has been in the ground for one hundred years—or longer.29 Indeed, some of the nation’s tap water continues to run through cast-iron pipes built during the Civil War.30 As a result of leaking pipes, we lose an estimated seven billion gallons of clean water every day.31

According to a New York Times analysis of data from the Environmental Protection Agency, “a significant water line bursts on average every two minutes somewhere in the country.”32 Washington, D.C., averages a water line break every day.33 “We have about two million miles of pipe in this nation,” says Steve Allbee of the EPA.34 “If you look at what we’re spending now and the investment requirements over the next twenty years, there’s a $540 billion difference.”

Even now, our tap water is becoming less and less safe to drink—in some places our citizens are already forced to fetch fresh water from tanks stored on the back of trucks, our version of the Third World communal pump.35

Meanwhile, America’s wastewater treatment facilities are also fast deteriorating. According to the American Society of Civil Engineers, “Older systems are plagued by chronic overflows during major rainstorms and heavy snowmelt and are bringing about the discharge of raw sewage into U.S. surface waters.36 The EPA estimated in August 2004 that the volume of combined sewer overflows discharged nationwide is 850 billion gallons per year. Sanitary sewer overflows, caused by blocked or broken pipes, result in the release of as much as 10 billion gallons of raw sewage yearly.”

The wall between fresh water and tainted water has become increasingly porous.

PULLING THE PLUG ON OUR ELECTRIC GRID

Next up, electricity. America is an increasingly wired society. Advances in technology mean more electronic devices—and more demand for energy. Yet the delivery of electricity today doesn’t differ much from the way it was done more than a hundred years ago when Thomas Edison brought the first commercial power grid online in New York.

While demand for electricity has risen 25 percent since 1990, the construction of transmission plants has dropped 30 percent.37 Since we need all the power we can get, companies are finding it nearly impossible to take facilities offline for proper maintenance—leading to breakdowns and unplanned outages.38 These ongoing brownouts and blackouts—some lasting seconds, some lasting days—result in more than $80 billion in commercial losses a year.39 The ASCE estimates that it could take as much as $1.5 trillion to $2 trillion over the next twenty years to fully update and expand the grid.40

On August 14, 2003, we got a glimpse of what we can expect a lot more of if we don’t make that investment.41 That muggy Thursday, an estimated fifty-five million Americans and Canadians living in a nearly four-thousand-mile stretch from Michigan to Connecticut and Canada lost power in the largest blackout in North American history. In New York, traffic ground to a halt when 11,600 stoplights cut out, and stalled subways and trains stranded four hundred thousand commuters throughout the evening and into the night. The city was plunged into darkness. The impact was felt across the northern corridor of our country, from high-rise elevators to airports and communication networks. What happened? Power lines, heavy from increased demand, dipped into overgrown trees in Ohio, which triggered a series of malfunctions that led to the shutdown of at least 265 power plants throughout the Northeast.42

ON THE ROADS TO RUIN

America’s roads are also in miserable shape, with a third of the country’s roadways rated “poor” or “mediocre.”43 Again, our demand has far outstripped our capacity to meet it. From 1980 to 2005, the miles traveled by cars increased 94 percent (for trucks, mileage increased 105 percent).44 Yet there was only a 3.5 percent increase in highway lane miles.

But you don’t need those numbers to know that our roads are badly congested. You see it—and experience it—every day. According to the American Society of Civil Engineers’ Infrastructure Report Card, “Americans spend 4.2 billion hours a year stuck in traffic at a cost of $78 billion a year—$710 a year for each motorist.”45 City drivers have it particularly bad: They are stuck in traffic over 40 percent of their time on the road.46

In studying car crashes across the country, the Transportation Construction Coalition (TCC) determined that badly maintained or managed roads are responsible for $217 billion in car crashes annually—far more than headline-grabbing alcohol-related accidents ($130 billion) or speed-related pileups ($97 billion).47

But Americans are paying an even higher price for our deteriorating roads: According to the TCC, 53 percent of the forty-two thousand road fatalities each year are at least partially the result of poor road conditions.48 We are currently spending $70 billion annually on improving our highways—nowhere near the $186 billion a year that is needed.49 It’s a collision of need versus resources; for far too many of us, it can be fatal.

THE LONG AND GRINDING COMMUTE

There’s an additional twist on the traffic story. Over the past decade, high housing prices have forced many middle-class families to move farther and farther away from the overpriced cities they work in. Doing so has meant ever-longer commutes.

By the year 2000, each day, 3.5 million Americans headed out on “extreme commutes,” defined by the U.S. Census Bureau as travel times to and from work of three hours or more each day.50 That is twice the number of extreme commuters there were in 1990. One in eight workers—17.5 million Americans—are now out their front doors every morning and on their way to work by 6 A.M. For more and more of the middle class, life now consists of sleep, an arduous commute, work, another arduous commute, then back to sleep.51

These stressed-out Americans turbo-charge their long journeys to work with PowerBars, vats of Dunkin’ Donuts coffee … and loneliness. Robert Putnam, a Harvard political scientist, found that there is a direct connection between the duration of a person’s commute and their sense of social isolation.52 By his calculations, every ten minutes of commuting results in 10 percent fewer social connections. “Commuting,” Putnam says, “is connected to social isolation, which causes unhappiness.” A study by Swiss economists at the University of Zurich discovered that commuters with a one-hour commute each way need to earn 40 percent more than noncommuters just to pull even with the noncommuters’ level of satisfaction with their lives.53 It puts a whole new spin on the phrase “driven to succeed.”

AMERICA’S TRAINS GO OFF THE RAILS

America’s railway system is speeding down the tracks … in reverse.54 It’s one of the few technologies that has actually regressed over the past eighty years.

Tom Vanderbilt of Slate.com came across some pre–World War II train timetables and made a startling discovery: Many train rides in the 1930s, ’40s, and ’50s took less time than those journeys would today. For instance, in 1934, the Burlington Zephyr would get you from Chicago to Denver in around thirteen hours. The same trip takes eighteen hours today. “The trip from Chicago to Minneapolis via the Olympian Hiawatha in the 1950s,” Vanderbilt writes, “took about four and a half hours; today, via Amtrak’s Empire Builder, the journey is more than eight hours.”

At the moment, the only high-speed train in the United States is Amtrak’s Acela, which travels the Washington–New York–Boston line.55 And I use the term “high-speed” very loosely. While in theory the trains have a peak speed of 150 miles per hour, the average speed on the Northeast Acela route is just 71 miles per hour, with its trains frequently stuck behind slower-moving ones on the heavily traveled tracks.56 Meanwhile, countries such as Japan, France, and Italy all have reliable train services that surpass 200 miles per hour.57 Same with China. For example, the six-hundred-mile ride between Wuhan and Guangzhou is completed in three hours by bullet trains reaching 217 miles per hour; the airport rail link in Shanghai reaches a top speed of 268 miles per hour.58

The stimulus bill included $8 billion for high-speed rail projects in thirty states, linking cities such as Minneapolis, Milwaukee, and Chicago—$1.25 billion going to a high-speed rail corridor between Orlando and Tampa.59, 60 Of course, high-speed rail systems everywhere would be great, but there are obvious political considerations behind sprinkling the money all over the country.61 The fact is, the highest trafficked section of the nation’s rail system, the limping northeast corridor from Boston to Washington, D.C., is in dire need of renovation but received only $112 million.

So while this new investment is a start, it’s only a drop in the bucket.62 And while trains going over 200 miles per hour would be great, as Vanderbilt puts it, “We would also do well to simply get trains back up to the speeds they traveled at during the Harding administration.”

TROUBLED BRIDGES OVER WATER

Out-of-date, overpriced, slow-moving, rickety, and routinely late trains can be frustrating and inconvenient. Out-of-date bridges can be downright deadly—as we’ve seen in the past decade with high-profile bridge collapses in Minnesota and Oklahoma.

According to the Department of Transportation, one in four of America’s bridges is either “structurally deficient” or “functionally obsolete.”63 The numbers are even worse when it comes to bridges in urban areas, where one in three bridges is deficient (no small matter given the higher levels of passenger and freight traffic in our nation’s cities).

The problem is pretty basic: The average bridge in our country has a lifespan of fifty years and is now forty-three years old.64 We’d need to invest $850 billion over the next fifty years to get all of America’s bridges into good shape. That’s $17 billion a year. At the moment, we’re spending only $10.5 billion a year.

As a result, we all too often find our attention drawn to places such as Webbers Falls, Oklahoma.

It was May 2002, and Webbers Falls, 140 miles east of Oklahoma City, had been pounded by heavy rains.65 But that didn’t deter people from driving across Interstate 40 to get together with family and friends on a busy Memorial Day weekend. Some 35 miles west of the Arkansas state line, a long line of cars and trucks was crossing the 1967-built bridge, 1,988 feet of concrete and steel spanning the swollen Arkansas River.

Down in the river, towboat captain William Joe Dedmon was pushing two barges when he suffered an attack of cardiac arrhythmia, and the barges ended up hitting the bridge’s support.66 Up above, a six-hundred-foot section of the bridge suddenly gave way—and a dozen cars, two tractor-trailer rigs, and a horse trailer plunged seventy-five feet into the water below.67

In an instant, the Arkansas River turned into a graveyard—one littered with concrete slabs, diapers, dead horses, and broken car seats.68 Fourteen people died that day, including a three-year-old girl, and scores more were injured. “Officials set up a morgue inside city hall,” the Bowling Green Daily News reported.69 “Victims’ families were told to go to the community center in Gore, on the other side of the river.” Because of the high and murky water, divers had a hard time retrieving the dead from the cars that were submerged and stacked on top of one another in the river’s fast currents.

Six years later, one quarter of Oklahoma’s bridges still needed overhaul or replacement. Indeed, the state had the dubious distinction of leading the nation in the percentage of structurally deficient bridges.70 And Oklahoma is far from alone. In August 2007, the Interstate 35W steel truss bridge over the Mississippi in downtown Minneapolis collapsed during evening rush hour, killing 13 and injuring 145.71 The bridge had been inspected each year by the state’s Department of Transportation, but clearly the patchwork repairs were not sufficient.72

All across the country, patch and pray remains the order of the day … until the next bridge comes falling down. How many more will it take—and how many more people have to die—before a more serious effort is made?

AMERICA’S DAMS: DAMNED IF WE DON’T FIX THEM

We’ve seen similar tragedies with America’s dams.

On March 16, 2006, the Ka Loko Dam in Kilauea, Hawaii, collapsed.73 “Seven people died when the Ka Loko Dam breached after weeks of heavy rain, sending 1.6 million tons of water downstream,” the Honolulu Star Bulletin reported. Among the dead were a child and a woman eight months pregnant. The breach created an ecological disaster of torn-up streams, reefs, and coastal waterways.74 The Ka Loko Dam was not considered a “high-hazard dam.” It was, however, like all dams, supposed to be regularly inspected. According to Hawaii congresswoman Mazie Hirono, it was not.75

Dams are a vital part of America’s infrastructure. They help provide water for drinking, irrigation, and agriculture, generate much-needed power, and offer protection from floods.

Yet our dams are growing old. There are more than 85,000 dams in America—and the average age is fifty-one years old.76 At the same time, more and more people are moving into developments located below dams that require significantly greater safety standards—but we’ve had a hard time keeping up with the increase in these so-called high-hazard dams. Indeed, we are falling further and further behind. According to the American Society of Civil Engineers, “Over the past six years, for every deficient, high hazard potential dam repaired, nearly two more were declared deficient.”

It would take $12.5 billion over the next five years to properly upgrade our nation’s dams.77 The estimated spending on dams over that time is $5.05 billion—a projected shortfall of $7.45 billion. Plus, of our 85,000 dams, the federal government regulates fewer than 10,000.78 The rest are the responsibility of the states—most of which are facing large budget deficits. For example, the ASCE reports that in 2007 Texas had “only seven engineers with an annual budget of only $435,000 to regulate more than 7,500 dams. Worse still, Alabama does not have a dam safety program despite the fact that there are more than 2,000 dams in the state.”

In 2007, during congressional testimony on levee and dam safety programs, New York congressman John Hall gave an account of what some New York dams looked like after a period of heavy rains.79 “Yesterday,” he said, “I visited three dams, all of which are over one hundred years old, in my district. The Whaley Lake Dam has boils on its surface. It’s a dam that’s largely earth and rock with some concrete structure. It has a frozen relief valve for the emergency release forty-eight-inch pipe, and that valve is in the middle of the dam, where it would not be accessible were the dam being overtopped by high water.”

Similar stories could be told across the country.

AMERICA’S LEVEES: WHY HAVEN’T THE LESSONS OF KATRINA BEEN LEARNED?

In 2005, even those most determined to deny our deteriorating condition came face-to-face with Third World America as the levees around New Orleans burst during Hurricane Katrina. More than 1,800 people died. For weeks our government seemed incapable of even retrieving the bodies from the city’s flooded streets, much less finding housing and food for those who were evacuated from their homes.

This great American tragedy was not created by the perfect storm of killer winds and driving rain, as President Bush told us. It was a catastrophe that was entirely man-made—produced by our compromised political process.

Like any number of agencies charged with protecting the public, the U.S. Army Corps of Engineers, which author and satirist Harry Shearer has called “the true poster child for federal incompetence,” has lost its way.80 “The Corps,” Shearer writes, “tasked by a 1960s Congress to protect New Orleans from severe hurricanes, failed, by its own standards, and according to its own post-mortem. More independent observers, like the UC Berkeley Independent Levee Investigation Team, had an even harsher verdict. Yet who’s blithely going about fixing that which they screwed up so royally? The Corps. Who’s reviewing their work? If anybody, engineers approved and paid by … the Corps.” Instead of fulfilling its responsibility to build and efficiently maintain the country’s waterways infrastructure, the Corps became yet another tool of a cabal of highly politicized officials using government for their own ends.81 After trying to deflect blame and cover up its shoddy work, the U.S. Army Corps of Engineers was forced to publicly own up to its systemic failures that led to the disaster that befell New Orleans.

The politicians who prioritize the Corps’s workload and projects and grant it funding are also to blame, swayed as they are by the lobbyists and engineering firms whose contributions earn them the right to “recommend” what projects the U.S. Army Corps of Engineers should be pursuing. You won’t be surprised to learn that these projects often coincide with the very same services offered by clients of the lobbyists.

The American Society of Civil Engineers estimates it would cost $100 billion to refurbish the nation’s levees.82 But even harder to come by are the political reforms needed to ensure that the $100 billion would be spent in a way that actually did what it was supposed to.

WIRED FOR FAILURE

Fortifying America’s infrastructure is not just about patching up our antiquated systems. It’s also about laying the groundwork for an efficient and equitable society that can compete with the fast-rising economies of the twenty-first century. This means that, along with repairing our decaying roads, bridges, dams, and electric grid, we have to invest in building the kind of high-tech infrastructure that can keep us in the game in the future.

For starters, we need to kick our high-speed Internet plans into high gear. A robust, broadband-charged, country-wide information superhighway is going to be key to staying ahead of the innovation curve. Over the next ten years, there will be a five-hundredfold increase in the amount of information traveling on the nation’s information superhighway.83 New products coming onto the market—including video conferencing, video on demand, and geographic information systems mapping—will increasingly need to work on broadband’s higher transmission speeds.

Federal Communications Commission chair Julius Genachowski explains that broadband isn’t just important for faster email and video games—it’s the central nervous system for democracies and economies of the future: “Broadband is indispensable infrastructure for the twenty-first century.84 It is already becoming the foundation for our economy and democracy in the twenty-first century … [and] will be our central platform for innovation in the twenty-first century.”

How indispensable is it? In a study of 120 countries, researchers found that every 10 percent increase in broadband adoption increased a country’s GDP by 1.3 percent.85 Even a farmer these days needs high-speed Internet to stay in touch with world commodity prices and access the latest information on weather and planting and seed technologies.86

Unfortunately, when it comes to broadband, America is also falling behind.

In 2001, the United States ranked fourth among industrialized countries in broadband access.87 By 2009, we had dropped to fifteenth. As for average broadband download speed, we rank nineteenth. Over one hundred million Americans still don’t have broadband in their homes.88 And while 83 percent of college graduates in the United States have access to broadband, only 52 percent of high school graduates do.89

Breaking the numbers down by race and income reveals depressing discrepancies. For instance, around 65 percent of Asian Americans, Caucasians, and Hispanics use broadband at home; that usage rate falls to 46 percent for African Americans. Among households earning more than $100,000 a year, 88 percent have access to broadband versus 54 percent among households making between $30,000 and $40,000. And the split between rural and city folk? Broadband has penetrated just 46 percent of the farming community, compared to 67 percent for the rest of the country.

To help close the widening gap between us and the rest of the digitally connected world, the Obama administration has proposed a national broadband plan, with the goal of increasing broadband access from around 63 percent currently to 90 percent by 2020.90 The plan would also ensure that every high school graduate is digitally literate. This sounds great. But 2020? That hardly has the sense of urgency you’d expect from a country that is quickly falling behind. If it’s truly a priority and important to national security and the relative position of the United States in the world, why put it off for a decade?

AMERICA’S SCHOOLS DON’T PASS THE TEST

As bad as America’s sewers, roads, bridges, dams, and water and power systems are, they pale in comparison to the crisis we are facing in our schools.

I’m not talking about the physical state of our dilapidated public school buildings—although the National Education Association estimates it would take $322 billion to bring America’s school buildings into good repair.91 The real devastation is going on inside our nation’s classrooms. If America’s public education system were a product, it would have been recalled. If it were a politician, it would have been impeached. If it were a horse, it would have been taken behind the barn and shot.

Nothing is quickening our descent into Third World status faster than our resounding failure to properly educate our children. This failure has profound consequences for our future, both at home and as we look to compete with the rest of the world in the global economy.

Historically education has been the great equalizer. The path to success. The springboard to the middle class—and beyond. It was a promise we made to our people. A birthright we bestowed on each succeeding generation: the chance to learn, to improve their minds, and, as a result, their lives. But something has gone terribly wrong—and we’ve slipped further and further behind.

Among thirty developed countries ranked by the Organisation for Economic Co-operation and Development, the United States ranked twenty-fifth in math and twenty-first in science.92 Even the top 10 percent of American students, our best and brightest, ranked only twenty-fourth in the world in math literacy.93

A National Assessment of Educational Progress report found that just 33 percent of U.S. fourth graders and 32 percent of eighth graders were “proficient” in reading—while 33 percent of fourth graders and 25 percent of eighth graders performed below a “basic” level of reading.94

In 2001, amid much fanfare, the D.C. establishment passed No Child Left Behind, shook hands, patted one another on the backs, and checked education reform off their to-do lists.95 But it turned out to be reform in name only.96 Despite a goal of 100 percent proficiency in reading and math, eight years later we are not even close. In Alabama, only 20 percent of eighth graders are proficient in math. In California, it’s just 23 percent. In New York, it’s 34 percent.

“Education,” said President Obama during his May 2010 commencement address at Hampton University, “is what has always allowed us to meet the challenges of a changing world.”97 But he made it clear that the bar for meeting those challenges has been raised, and that a high school diploma—formerly, in the president’s words, “a ticket into a solid middle-class life”—is no longer enough to compete in what he called the “knowledge economy.”

“Jobs today often require at least a bachelor’s degree,” he said, “and that degree is even more important in tough times like these.98 In fact, the unemployment rate for folks who’ve never gone to college is over twice as high as for folks with a college degree or more.”

But rather than rising “to meet the challenges of a changing world,” we’re taking a tumble.99 Our high schools have become dropout factories. We have one of the lowest graduation rates in the industrialized world: Over 30 percent of American high school students fail to leave with a diploma. And even those who do graduate are often unprepared for college.100 The American College Testing Program, which develops the ACT college admissions test, says that fewer than one in four of those taking the test met its college readiness benchmark in all four subjects: English, reading, math, and science. And among those who are qualified, many are having trouble making the payments necessitated by large tuition increases.

University of California–Davis honors student Rajiv Narayan was raised in a two-income, solidly middle-class family. But shortly after he started college, his family’s financial security was upended when both of his parents lost their jobs, driving their family income down from $90,000 to $30,000 per year. “Initially, I did not worry too much over my financial situation,” he says. “I work hard, my grades are high, and from my understanding, FAFSA [the Free Application for Federal Student Aid] and the California grant system are designed to support good students from low-income backgrounds.”

But the university’s aid programs, it turned out, weren’t flexible enough to accommodate his family’s abrupt and radical change in financial circumstances. “For me to receive more aid, my parents would have to be unemployed for two years,” he explained. Instead, the amount his family was expected to contribute toward his tuition jumped from $17,000 to $27,000. Set on finishing his degree, Rajiv applied for more loans and trimmed his expenses, budgeting just $18 per week for groceries, while his brother—who graduated from the University of California–Berkeley with about $80,000 in loans—took on a third job to help him cover the increased costs. “It appears I’m being punished for my new financial hardship,” he says.

To save money and avoid going into debt, UC Berkeley student Ramon Quintero moved into a motor home.101 “They increased tuition, they increased the rent,” he says. “But instead of giving you more grants, they give you more loans.”

Patsy Ramirez says she was able to go to the University of California–Riverside with the help of a $10,000 grant, paying for the rest of her tuition, her books, and her living expenses with a part-time job.102 But the grant program was cut, and without it, she couldn’t afford to continue college.

Amy Brisendine was a student at the University of California–Santa Barbara, studying to become a nurse.103 A 32 percent tuition increase in November 2009 forced her to drop out of college, and she now works five to six days a week waitressing and bartending at two restaurants. “I will try to finish my education if and when the economy gets better,” she says, “but until then, I am continuing to work.”

So as education becomes more and more important, why are we allowing our future workforce to become less and less educated?

Academy Award–winning filmmaker Davis Guggenheim set out to find the answer. The result is his film Waiting for Superman (the phrase comes from one young student’s dream of being rescued by Superman).104 In it, he shows us the stories behind the statistics and exposes the bloody battlefield America’s education system has become. The many opposing forces are deeply entrenched behind decades-old Maginot Lines—and our children are getting caught in the crossfire.

Guggenheim isn’t afraid to point fingers. From politicians who pay lip service to education reform but never manage to change a thing to school boards and bureaucrats more concerned with protecting their turf than educating our kids, there is plenty of blame to go around. He turns a particularly withering spotlight on America’s teachers’ unions—which have gone from improving pay and working conditions for teachers to thwarting real reform and innovation and protecting incompetent teachers from being fired.

Guggenheim is not anti-teacher.105 Indeed, he sees good teachers as true heroes. In 2001, he made The First Year, a powerful look at a group of inspiring teachers battling to overcome soul-sapping obstacles to teach our children—particularly those in inner-city classrooms. But his new film shows how it’s become next to impossible to get rid of bad or indifferent teachers.

By way of example, he cites the state of Illinois, which has 876 school districts.106 Of those, only 38 have ever successfully fired an incompetent teacher with tenure. “Compare that to other professions,” says Guggenheim in the film’s narration. “For doctors, one in fifty-seven lose their medical licenses. One in ninety-seven attorneys lose their law licenses. But for teachers, only one in twenty-five hundred has ever lost their teaching credentials.”

In New York, tenured teachers awaiting disciplinary hearings on offenses ranging from excessive lateness to sexual abuse—along with those accused of incompetence—are allowed to bide their time, sitting around reading or playing cards for seven hours a day, in places dubbed “Rubber Rooms,” while still collecting their full paycheck.107 On average, they remain in this well-paid limbo for over a year and a half—and some for three years or longer—costing the state $65 million a year.108 And, as Guggenheim points out, “None of this deals with the larger pool of teachers who just aren’t good at their jobs.”

This takes an enormous toll on the quality of the education America’s children receive. In the film, Stanford’s Eric Hanushek says if “we could just eliminate the bottom six to ten percent of our teachers and replace them with an average teacher, we could bring the average U.S. student up to the level of Finland, which is at the top of the world today.”109

The film charts the connection between the unions’ clout and their generous political giving.110 Between them, the National Education Association and the American Federation of Teachers have made nearly $58 million in federal political contributions since 1989. Andrew Coulson of the Cato Institute points out that this is “roughly as much as Chevron, Exxon Mobil, the NRA, and Lockheed Martin combined.”111

According to Guggenheim, “Since 1971, educational spending in the U.S. has grown from $4,300 to more than $9,000 per student—and that’s adjusted for inflation.” But while spending is way up, results are not.

Unlike repairing America’s roads, bridges, and dams, it will take more than just a massive infusion of dollars to fix our schools.112 Part of the problem is the system itself. Based on the Prussian educational model, which was designed to produce obedient soldiers and compliant citizens, the American version was a product of the Industrial Revolution—designed to ensure a pool of pliant, homogenized worker bees.113 Our schools were factories to produce factory workers, an assembly line to produce assembly-line drones. But this one-size-fits-all model is grotesquely out of step with the creativity and problem solving our modern age requires.

Plus, as President Obama pointed out, society’s demands are different than they used to be.114 In the 1950s, only 20 percent of high school graduates were expected to go to college. Another 20 percent were meant to go straight into skilled jobs, such as accounting or middle management.115 The remaining 60 percent would become factory workers or go back to work on their farms. “The problem is,” says Guggenheim, “our schools haven’t changed—but the world around them has.”116

Once again, it’s a question of priorities.117 Just look at the explosion of spending on America’s jails over the past twenty years. During that time, new prisons have been popping up at a rate even McDonald’s would envy—and the number of people living behind bars has tripled, to more than two million.118 In fact, America has more people living behind bars than any other country.119

Sadly, in that prison population are close to 150,000 children.120 With their high dropout rates, too many of America’s schools have become preparatory facilities not for college but for jail. Time after time, when the choice has come down to books versus bars, our political leaders have chosen to build bigger prisons rather than figure out how to send fewer kids to them. How is it that we are willing to spend so much more on kids after they are found guilty of crimes than we are when they could really use the help?

In the end, the blame for the chronic inability to fix our educational system has to be laid at the feet of our leaders in Washington. As predictably as a school bell, every election season our candidates promise to transform our schools—and, just as predictably, they fail to do so.

George W. Bush signed No Child Left Behind into law—but despite its passage, millions and millions of schoolkids have been left behind.

Bill Clinton started his second term vowing, “My number one priority for the next four years is to ensure that all Americans have the best education in the world.”121 But as of 1999, America’s eighth graders ranked nineteenth in the world in math and eighteenth in science.122

We saw a similar pattern with George W’s father, who promised to “revolutionize America’s schools.” “By the year 2000,” Bush 41 vowed in his 1990 State of the Union address, “U.S. students must be the first in the world in math and science achievement.123 Every American adult must be a skilled, literate worker and citizen.… The nation will not accept anything less than excellence in education.” But 2000 arrived, and out of twenty-seven nations, the United States ranked eighteenth in mathematics, fourteenth in science, and fifteenth in reading literacy.124

Far from accepting nothing less than excellence, we’ve grown accustomed to our educational system’s persistent failure, content to point out the occasional jewel spotted amid the dung: a marvelous charter school here, a high-performing inner-city academy there. We’ve allowed that old Washington motto to carry the day: “If it’s broke, don’t fix it.”

But if we are to survive—and avoid turning into Third World America—it’s essential that we make it easier for creativity and fresh thinking to flourish in our classrooms. We need to start looking at things in bold and different ways.

What Abraham Lincoln said in his second annual address to Congress in 1862 applies powerfully to today’s educational crisis: “The dogmas of the quiet past are inadequate to the stormy present.… As our case is new, so we must think anew and act anew.”125

And when it comes to saving our children—and our future—there is not a moment to waste.





MATT STAGLIANO



I never thought I’d say this, but last week I lost my home. Despite my best efforts, on January 5, 2010, my house was sold at the Bexar County Courthouse (for less than I paid for it).

In retrospect, 2008 wasn’t exactly the best time to start a new career as a Realtor. I was a guitarist in a touring band. It paid well, or at least allowed me to squeak by when it didn’t.

But I had a plan for my life and wanted to follow it, instead of spending time regretting it. I wanted to focus on something tangible (like real estate), something I could be passionate about again.

It wasn’t easy building a business in 2008. Many of the seasoned agents were struggling. As a new agent, I was told time and time again to be prepared to have some very lean months. And I certainly didn’t make a fortune that year. Instead, I slowly ate through my savings, trying to hang on to what I had as tight as I could. As the bank accounts dwindled, my royalties from the band also dried up. With little coming in other than my wife’s salary, we conserved everywhere we could.

And we did fine—until 2009. That’s when we began to get behind. We’d get a month behind, then pay two, get two months behind and catch up. It was a constant cycle of getting behind and getting back. And each time, our credit went down. With less credit, we couldn’t refinance.… One missed payment on a credit card leads to a higher interest rate, which results in more delinquency, which leads to even higher interest rates, and on and on it goes.

Late that year, I lost two commissions. We got a bit more behind. So the mortgage company began the foreclosure process in November. I tried to work with the lender. We should have been a dream case for loan modification. There was no wild spending, no million-dollar home, no boats. We just hit an unfortunate set of circumstances and were making ground on them—but not fast enough.

In fact, I was having a great year (I was named “Mr. Zero-to-Sixty in Thirty Days” because of the complete turnaround in my business). My wife got a new job with a nice raise. All we needed was a little help from the lender. But lenders are flooded with people just like us. They never even looked at our package.

As a real estate agent, I took foreclosure extra hard. It wasn’t easy talking to people about homes when I knew I’d just lost mine. The thought “I couldn’t keep my own house” was always in the back of my head. Foreclosure is a deeply psychological event. When word got out, I heard from other Realtors who were in the same boat I was. Knowing that really helped me.

What will we miss? Things like the deck on which we had some fabulous BBQs with great friends. Knowing I won’t have my neighbors anymore.

We’re trying to get back on track. We’ve tightened our belts and given up extras. We talk a lot more about our finances—about what we’re spending, and why.

And I have learned a lesson that will help me better understand my clients—have compassion. People all have their own hopes and dreams. So try to be compassionate. The emotions, the anger, the depression—if ever there was a time in a person’s life when they need someone to lean on, this is it.
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CSI USA: WHO KILLED THE AMERICAN DREAM?
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So how did we get here?

How did we get to a place where our infrastructure is well past its sell-by date, our schools are failing, our middle class is on life support, and the American Dream is turning into a mirage?

Who took control of our national GPS and set as our ultimate destination the coordinates of a Third World future? Casting about for answers, the knee-jerk response is to point a finger and hurl an enraged j’accuse! at Washington. And, in this case, the knee-jerk response is right. But for all the wrong reasons.

Listen to the punditocracy and they’ll tell you—loudly and often—that our politics is “broken” and “paralyzed.” That government no longer works because of bipartisan bickering and polarization. That the parties have moved so far to their respective extremes on the left and the right that collaboration and consensus are no longer possible.

And while the GOP’s decision to respond to the election of President Obama by transforming itself into the Party of No certainly gives that slice of conventional wisdom the surface patina of insight, dig a little deeper and you’ll discover the much uglier truth: Over the past thirty years, the two parties have actually become much more alike—both deeply in the pocket of the big-business masters who fill their campaign coffers.

American politics is indeed “broken”—but not because our leaders are at one another’s throats. It’s broken because the founding democratic principle of “one man, one vote” has been replaced by the arithmetic of special interest politics: Thousands of lobbyists plus billions of dollars equal access and influence out of the reach of ordinary Americans.

The consequences of this corporate takeover of our democracy couldn’t be more profound and far-reaching, affecting every aspect of our lives—from the cleanliness of the air we breathe and the water we drink to the safety of the food we eat, the medications we take, and the products we buy, to the stability of the economy that allows us to keep our jobs, afford our houses, and pursue our dreams.

All of these and more are being dictated by a system of government that determines its priorities in a bazaar of influence peddling.

There’s an old joke about a cop who comes upon a drunk crawling around under a streetlight. “What are you doing?” he asks.

“Looking for my keys,” the drunk answers.

“Where did you lose them?”

“Over there.”

“Well, why are you looking for them here?”

“Because the lighting is better.”

Do you ever find yourself wondering why laws that make no sense get passed while laws that would seem like no-brainers never make it out of committee? Why some issues get pushed to the front of the line, while others die from lack of attention? The answer is simple. Like the drunk following the light, politicians follow the money and the clamor of noisy special interest groups—leaving the interests of middle-class Americans, like so many car keys, forgotten and left behind.

Some people look at laws and ask, “Why?” or “Why not?” I look at laws and ask, “Who paid for them?”

THERE ARE NO LOBBYISTS FOR THE AMERICAN DREAM

Since 1964, the American National Election Studies at the University of Michigan has regularly asked voters whether they think the U.S. government is run “for the benefit of all” or “by a few big interests.”1 In the mid-1960s, only 29 percent thought “big interests” ran the nation.2 By the mid-1990s, that number had climbed to 76 percent. And in 2008, 80 percent of Americans surveyed told the Program on International Policy Attitudes that they believed government was controlled by “a few big interests looking out for themselves.”3

That shouldn’t be a surprise: Over the years there has been an explosion in the number of lobbyists in Washington and the money they spend. In 2009, more than 13,700 registered lobbyists spent a record $3.5 billion swaying government policy the special interests’ way, double the amount lobbyists spent as recently as 2002.4, 5

With 535 members of the Senate and the House, that means lobbyists in the halls of power outnumber our elected representatives almost 26 to 1. If we divide $3.5 billion evenly among the 535, it means each member of the legislative branch was at the receiving end of $6.5 million worth of special interest arm-twisting over the course of the year.

And that’s just the money corporate America is spending on lobbying. Millions more are given directly to politicians and the political parties. From 1974 to 2008 the average amount it took to run for reelection to the House went from $56,000 to more than $1.3 million.6, 7

For an example of how special interests took advantage of this inflated price tag, let’s look at the financial sector, which was front and center in the fund-raising explosion.8 Over the past two decades, it was the top contributor to political campaigns. According to Simon Johnson and James Kwak in their book, 13 Bankers, from 1998 to 2008 “the financial sector spent $1.7 billion on campaign contributions and $3.4 billion on lobbying expenses.”9 And the money was, of course, targeted to where it would have the most effect: the campaign coffers of such Senate Banking Committee powerhouses as Phil Gramm, Alfonse D’Amato, Chris Dodd, and Chuck Schumer.10 Notice that the bankers’ money rained down on both sides of the aisle. To paraphrase Matthew, the rain falleth on the left and on the right.

The investment paid off in spades with the rollback of the financial regulations that had kept the worst excesses of corporate greed in check since the Great Depression, leaving in their place a shaky edifice of self-policing and cowed regulators powerless to rein in the galloping bulls of Wall Street. The results for corporate America: record profits, record pay packages, and record bonuses. The results for the rest of us: the savings and loan crisis, the corporate scandals of the Enron era, and the economic collapse we are still struggling to dig our way out of.

That collapse, by the way, has only caused the banking lobbyists to redouble their efforts in an all-hands-on-deck effort to thwart financial reform. Over the course of the debate about reforming Wall Street, the finance industry—which has been bailed out with trillions of taxpayer dollars and cheap loans from the Fed—has spent an estimated $1.4 million a day to convince our lawmakers to kill real reform.11

For instance, when the Senate was crafting its financial reform bill, it included absolutely no reform of Fannie Mae and Freddie Mac.12 This despite the fact that in just the first quarter of 2010 Freddie—one-half of what the New York Times’s Gretchen Morgenson calls “the elephant in the bailout”—reported a loss of $6.7 billion.13

As of May 2010, according to Morgenson, “serious delinquencies in Freddie’s single-family conventional loan portfolio—those more than 90 days late—came in at 4.13 percent, up from 2.41 percent for the period a year earlier.”14 And the number of foreclosed units Freddie controlled stood at nearly 54,000, up from 29,145 at the end of March 2009.

“I don’t understand why people are not talking about it,” says Dean Baker of the Center for Economic and Policy Research.15 “It seems to me the most fundamental question is, have they on an ongoing basis been paying too much for loans even since they went into conservatorship?”

And why would they do that? It’s part of what Baker calls a “backdoor bailout” of the banks.16 In other words, an under-the-radar way to continue shoveling money from struggling taxpayers over to the richest Americans.

This unseemly link between money and political influence is the dark side of capitalism. And like a swarm of termites reducing a house to sawdust, moneyed interests and their lobbyists are making a meal out of the foundations of our democracy.

In 2008, the American people voted for change. But there’s been a change in the plans for change. The detour was created by D.C. lobbyists who, since President Obama took office, have watered down, gutted, or out-and-out killed ambitious plans for reforming Wall Street, energy, and health care.

The media like to pretend that something’s at stake when a big bill is being debated on the House or Senate floor, but the truth is that by then the game is typically already over. The real fight happens long before. And the lobbyists usually win.

This disconnect between perception and reality reminds me of the time a friend took a family trip on a cruise ship. Her ten-year-old son kept pestering the crew, begging for a chance to drive the massive ocean liner. The captain finally invited the family up to the bridge, whereupon the boy grabbed hold of the wheel and began vigorously turning it. My friend panicked—until the captain leaned over and told her not to worry, that the ship was on autopilot, and that her son’s maneuvers would have no effect.

And that’s the way it is with our leaders. They stand on the bridge making theatrical gestures they claim will steer us in a new direction while, down in the control room, the autopilot, programmed by politicians in the pocket of special interests, continues to guide the ship of state along its predetermined course. America won’t be able to change the disastrous direction it’s heading in until the people elected to represent us go down into the boiler room and disengage the autopilot—which means taking on the hordes of lobbyists who continue to dictate policy in D.C.

Unfortunately, the middle class doesn’t have a gaggle of lobbyists patrolling the corridors of power, offering cash incentives to Congress and the White House to protect the American people from the corporate crooks fattening their bottom lines (and filling their personal coffers) while our jobs, our houses, and our pensions disappear.

There are no lobbyists for the American Dream.

DEMOCRACY GOES ON THE AUCTION BLOCK

The epic struggle between financial powerhouses and the American democratic experiment—between the wealthy few and the struggling many—is as old as the country itself.

From the trust busting of Theodore Roosevelt to the major banking reforms put in place by FDR in the wake of the Great Depression, from the monopoly that was Standard Oil to today’s Goldman Sachs, there have always been powerful special interests pitted against the interests of the public.

Indeed, as far back as 1910, Roosevelt warned about the danger of corporations exerting influence on the body politic: “There can be no effective control of corporations while their political activity remains. To put an end to it will be neither a short nor an easy task …” Of course, far from being put to an end, corporate political activity has only gotten more pervasive, more aggressive, more ruthless, and more effective.17 Not only have we failed to control corporations, corporations have flipped the equation and taken control of us.

Teddy Roosevelt must have been spinning in his grave in January 2010 when the Supreme Court, in Citizens United v. Federal Election Commission, voted 5–4 to extend the right of free speech to corporations and unions, lifting any limits on so-called independent expenditures on political campaigns.18 President Obama called the decision “a major victory for Big Oil, Wall Street banks, health insurance companies, and the other powerful interests that marshal their power every day in Washington to drown out the voices of everyday Americans.”19

This decision will allow the giant pharmaceutical companies that knowingly permit unsafe drugs to remain on the shelves, the people running chemical plants releasing deadly toxins into the water and air, and the factory farm conglomerates filling our food with steroids to spend unlimited amounts of money to get their water carriers into office and defeat the all-too-rare candidates who actually stand up for the public good.

It has now become even easier to auction off our democracy to the highest bidder.

A VERY RISKY BUSINESS

Corporate America is a lot like Tom Cruise’s teenage character in Risky Business, who convinces his parents he can look after himself while they are away. Then, as soon as they are gone, he orders up a hooker, trashes his father’s Porsche, has his family’s furniture stolen by a killer pimp, and throws an out-of-control party—turning his parents’ house into a makeshift suburban brothel.

Corporate America bribed and browbeat our political leaders, convincing them that private industries could regulate themselves. So out went effective oversight … and in came an orgy of unrestrained capitalism and risky business that made the Cruise blowout look like a get-together at Mother Teresa’s house.

The destructive—and often deadly—consequences of this capitalism without a conscience have been on full display for years now. Just take a look at the immoral behavior of giant drug companies that have routinely sacrificed the health of the public on the altar of higher and higher profits, time and again leaving deadly drugs on the market despite the loss of innocent lives. Or the chemical industry’s long-term cover-up of the poisonous effects on unsuspecting workers and consumers of many of the eighty thousand synthetic chemicals created in the past sixty years.20 Or the way Big Tobacco has fought tooth and nail to keep marketing a product that still kills more than 440,000 Americans a year.21 Or the outrageous ripping off of the American taxpayer by Halliburton and other contractors throughout the Iraq war.22

In 2010 there were three headline-grabbing examples of what happens when corporations get their way in Washington and our public watchdogs become little more than obedient lapdogs, unwilling to bite the corporate hand that feeds them: the explosion at the Upper Big Branch coal mine in West Virginia; the BP oil blowout in the Gulf of Mexico; and the ongoing aftershocks of the financial collapse, including the fraud charges against Goldman Sachs.

All these disparate events are linked by the same root cause: a badly broken regulatory system.

The loss of life in the Upper Big Branch mine and on the Deepwater Horizon oil rig happened in one horrific instant. The economic collapse has not killed people, but it has gradually destroyed the lives of millions of Americans. All three calamities occurred because elected officials who should have been enforcing a regulatory system that protects working families instead allowed the system to protect the corporations it was meant to watch over.

Most of the systemic breakdowns that led to the regulatory failure at Upper Big Branch and on the BP rig were the same ones that led to the housing bubble, credit-default swaps, toxic derivatives—and, by extension, the bank bailout, long-term unemployment, and the rapid decline of America’s middle class.

Days after the Upper Big Branch disaster, the New York Times described the Mine Safety and Health Administration (MSHA), the regulatory agency that so atrociously failed the Upper Big Branch miners, this way: it is “fundamentally weak in several areas”; “the fines it levies are relatively small, and many go uncollected for years”; “it lacks subpoena power, a basic investigatory tool”; “its investigators are not technically law enforcement officers”; “its criminal sanctions are weak”; “fines remain so low that they are mere rounding errors on the bottom lines” of the companies being regulated; and it shows a “reluctance to flex all of its powers.”23

In an eerie echo, in the wake of the Deepwater Horizon disaster, the Wall Street Journal described the Minerals Management Service (MMS), the government agency that oversees offshore drilling, this way: it “doesn’t write or implement most safety regulations, having gradually shifted such responsibilities to the oil industry itself”; it “seldom referred safety or environmental violations to the Justice Department for criminal prosecution, even when it should have done so”; and it “got out of the business of telling companies what training was necessary for workers involved in keeping wells from gushing out of control.”24 Florida senator Bill Nelson summed it up: “If MMS wasn’t asleep at the wheel, it sure was letting Big Oil do most of the driving.”25 Chris Oynes, the Interior Department’s top official overseeing offshore oil and gas drilling, announced his retirement shortly after the disastrous explosion, and Elizabeth Birnbaum, the head of MMS, was forced out thirty-seven days after the spill began—just another pair of resignations that came too late to make a difference.26, 27

The problem isn’t a shortage of regulators. It’s the way we’ve allowed the regulated to game the system. The federal government has entire agencies dedicated to overseeing offshore drilling and the mining industry. Indeed, a federal inspector was at the Upper Big Branch mine hours before it blew up.28

Similarly, there are plenty of financial regulatory agencies.29 In fact, before the economic meltdown there were dozens of federal regulators dedicated to keeping an eye on each of the big banks—in many cases, with offices inside the premises of the banks themselves. Fannie Mae and Freddie Mac had the Office of Federal Housing Enterprise Oversight dedicated to them, and the SEC, which monitored their securities filings, provided an additional layer of oversight.30 And, after Bear Stearns crashed, the New York Fed had a team of examiners at Lehman Brothers every day.31 And yet they still missed the impending economic collapse.

Regulations are “very difficult to comply with,” and “so many of the laws” are “nonsensical,” in the words of Don Blankenship, the chief executive officer of Massey Energy, the company that owns the Upper Big Branch mine, which just happens to have a shocking history of safety violations.32

The Wall Street Journal cites the arguments of oil industry executives and regulators who claim “that offshore operations have become so complicated that regulators ultimately must rely on the oil companies and drilling contractors to proceed safely.”33 “There has been a very good record in deep water [drilling],” said Lars Herbst, head of the MMS’s Gulf of Mexico region, “up until the point of [the Deepwater Horizon] accident.”34 Other than that, Mrs. Lincoln, how did you enjoy the play?

Similarly, the reason the financial industry can’t be regulated adequately is because, as Alan Greenspan put it during his 2010 testimony before the Financial Crisis Inquiry Commission, “the complexity is awesome,” and regulators “are reaching far beyond [their] capacities.”35

That is, of course, exactly the way Wall Street designed it. To the financial world, “awesome complexity” is a feature, not a bug.

The mining and oil-drilling stories are remarkably similar to what happened in the financial industry over the past decade. A disaster occurs. Politicians are “outraged” and demand reform. Laws are passed. And then, when the next disaster occurs that the new laws were supposed to protect against, we find out about the loopholes in the last set of “reforms.”

Massey offers a textbook—and tragic—example of how this works. After the 2006 Sago mine disaster killed twelve miners in West Virginia, mining regulations were enacted that called for a company with a “pattern of violations” to be subject to a much greater level of scrutiny.36

If you’re looking for the poster child for the phrase “pattern of violations,” it’s Massey Energy. In 2009, its Upper Big Branch mine was ordered to be temporarily closed more than sixty times.37 That same year, the mine was cited for 515 violations.38 In 2010, by the time of the explosion, it had already received another 124 violations.39 What’s more, in the ten years before the Upper Big Branch explosion, twenty people had been killed at mines run by Massey.40

So how did Massey escape greater oversight following its pattern of violations? It turns out that a loophole written into the law says that if a company contests a violation, it can’t count toward the establishment of a pattern while the matter is being contested.41 At the time of the explosion, Massey was contesting 352 violations at the Upper Big Branch mine alone.42

According to another loophole in the law, a company can delay paying a fine while it contests the violation.43 The result? Only $8 million of $113 million in penalties levied against mining companies since April 2007 had been paid by April 2010—around 7 percent. To people like Don Blankenship—or any big bank CEO, for that matter—that kind of money is seen simply as the cost of doing business; it’s factored into the bottom line, like bribes are in the Third World.44

The BP disaster has a similar story line.45 Between 2001 and 2007, U.S. offshore drilling accidents resulted in 41 deaths and 302 injuries. Over the last decade, the Minerals Management Service expressed concerns about the safety of offshore oil rigs and warned oil companies about the need to have backup safety equipment of the kind that could have prevented the Gulf spill. But, in the face of aggressive lobbying from the oil industry, the agency backed away from its concerns, crossed its fingers, and hoped that the industry would voluntarily police itself.46

The piece of equipment that the industry resisted because it was too costly, known as an acoustic trigger, runs about $500,000.47 The replacement value of the Deepwater Horizon platform, which that $500,000 trigger might have saved, is about $560 million—to say nothing of the untold billions the disaster will cost the company and the entire Gulf region, and the irreplaceable human lives lost when the oil rig exploded.48

As for fines for safety violations levied by the Minerals Management Service, between 1998 and 2007, BP racked up a dozen safety violations but paid less than $580,000 in penalties—an infinitesimal figure for a company that made $5.6 billion in profits in just the first quarter of 2010.49, 50

Even after the Gulf catastrophe, oil companies were handled with a velvet glove.51 According to the New York Times, in the five weeks after the Deepwater Horizon blew up and millions of gallons of oil came gushing out, “federal regulators … granted at least 19 environmental waivers for gulf drilling projects and at least 17 drilling permits.” And, wouldn’t you know—one of the exempted projects was run by BP.52

I have no doubt that new regulations will be written in response to these latest oil and mining disasters, just as we have new financial regulations in response to the financial disaster. But by the time these regulations make their way through Congress, the lobbyists will make sure that loopholes are part of the deal—and that the American people are on the losing side of the trade once again.

Disasters—mining, environmental, and financial–are going to keep happening until we reevaluate our priorities and force our elected officials, and the regulators they pick, to put the public interest above the special interests, and until the lives of hardworking Americans take precedence over the corporate bottom line.

FOXES GUARDING THE HENHOUSE

Not content with controlling politicians and kneecapping effective government oversight and regulations, corporate America has taken things one step further.53 As Janine Wedel, author of Shadow Elite, and Linda Keenan put it, “businesses aren’t just sidestepping or fighting regulators. Their M.O. is to try to make themselves the de facto regulators of their own self-interested conduct …”

That’s something else that the mining, oil, and financial industries share: the revolving door between regulators and those they’re supposed to be regulating. The names of the Wall Streeters who have moved into positions of power in Washington are familiar: Hank Paulson, Robert Rubin, Josh Bolten, Neel Kashkari, Mark Patterson—and that’s just from Goldman Sachs.54

But the revolving door between Wall Street and Washington goes far beyond these marquee names. The finance industry has 70 former members of Congress and over 900 former federal employees on its lobbying payroll.55 This includes 33 chiefs of staff, 54 staffers of the House Financial Services Committee and Senate Banking Committee (or a current member of those committees), and 28 legislative directors.56 Five of Senate Banking Committee chair Chris Dodd’s former staffers are now working as banking lobbyists, as are eight former staffers for Senate Banking Committee heavyweights Richard Shelby and Chuck Schumer.57 Of course, the revolving door spins both ways: 18 percent of current House Financial Services committee staffers used to work on K Street.58

On the mining front, former Massey chief operating officer Stanley Suboleski was appointed to be a commissioner of the Federal Mine Safety and Health Review Commission in 2003, and four years later was nominated to run the U.S. Department of Energy’s Office of Fossil Energy.59 At the time of the Upper Big Branch accident he was back on Massey’s board.60 And President Bush named Massey executive Richard Stickler to head the Mine Safety and Health Administration in 2006.61 Stickler had such a lousy safety record at the companies he’d run, his nomination was twice rejected by senators from both parties, forcing Bush to sneak him in the back door with a recess appointment.62 In other words, the guy Bush tapped to protect miners was precisely the kind of executive the head of the MSHA is supposed to protect miners from.

Picking foxes to guard the henhouse was standard operating procedure during the Bush years, when appointments to federal regulatory agencies were often used as a payback mechanism for rewarding major political donors, with industry hacks getting key government positions not because they were the best people to protect the public interest but because they were willing to protect the very industries they were meant to supervise.

That’s what happened when Bush put Edwin Foulke, a lawyer with a long history of open hostility to health and safety regulations, in charge of the Occupational Safety and Health Administration (OSHA), the agency meant to oversee workplace safety.63 Earlier in his career, while serving as chairman of the federal agency that hears appeals from companies cited by OSHA, Foulke led a successful effort to weaken OSHA’s enforcement power.64 With Foulke in charge of his former target, OSHA, not surprisingly, issued fewer significant standards than at any time in its history.

Then there was Bush’s choice of Mary Sheila Gall to head the Consumer Product Safety Commission, despite her tendency to blame consumers rather than manufacturers when defective products injured or killed.65 In her ten years on the commission, Gall voted against regulating baby walkers, infant bath seats, flammable pajamas, and children’s bunk beds.66 She even adopted a “Let them eat marbles” stance on the need for toy labeling, voting against choke-hazard warnings on marbles, small balls, and balloons.67 Consumers, she argued, are aware of “the well-known hazard of very young children putting marbles in their mouths.”

In other words, if a kid chokes on a small toy, it’s because the parent is defective, not the product. And while I’m all for slapping warnings on defective parents, Gall’s attitude dishonors the lives of the twenty thousand people, many of them children, who are killed every year by defective products—to say nothing of the close to thirty million people a year who are injured by them.68 Thankfully, the Senate refused to confirm Gall.69 Undeterred, Bush filled the slot with Harold Stratton, a vocal opponent of states pursuing consumer protection cases.70

The Food and Drug Administration is another agency that has long had an overly cozy relationship with the very companies it is supposed to oversee—in this case, the pharmaceutical industry. This dysfunctional dynamic has proved especially deadly over the years, with numerous drugs pulled off the market after causing deaths and serious injuries to patients.

Following the money once again, we see that Big Pharma contributed more than $124 million to federal candidates between 2000 and 2008.71 In return, the Bush administration served up FDA commissioners such as Lester Crawford, who was forced to resign after failing to disclose that he owned stock in companies regulated by his agency.72

And, if you want to see “overly cozy” run amok, look no further than the Minerals Management Service, which, according to government watchdog reports, featured “a culture of substance abuse and promiscuity” wherein government employees did drugs and had sexual relationships with oil and gas industry officials.73 So not only is the fox guarding the henhouse, it’s doing blow and sleeping with the hens. But it’s middle-class Americans who are getting screwed.

We have a regulatory system in which corporate greed, political timidity, and a culture of cronyism have rendered the public good a quaint afterthought.

THEY’VE GOT LOW FRIENDS IN HIGH PLACES

The third leg in the Access Triple Crown is the way corporate America has used its economic clout to cultivate—okay, “buy”—friends in high places. It’s so much easier to get a politician to take your call when you have donated millions to him or used to work in the office next to him. Facebook is great, but the crony capitalism of Washington takes social networking to a whole different level.

We saw how all those former Senate and House staffers are making a buck by lobbying their former bosses and colleagues on behalf of the big banks looking to gut reform.74 It’s the same thing we saw during the health-care battle when those fighting against reform hired 350 former members of Congress and congressional staffers to influence the debate, including half a dozen former staffers of Senator Max Baucus, the influential chairman of the Senate Finance Committee. Among those lobbying Baucus were two of his former chiefs of staff.75 And among those on his staff being lobbied was Baucus’s chief health adviser, Elizabeth Fowler, who before joining Baucus’s team had been the vice president of public policy for WellPoint, the giant health insurance company.76

We got an unsettling glimpse of what this kind of cozy setup leads to in the spring of 2009, when the big stimulus bill was being finalized in Congress.77 At the time, there was much public outrage directed at bailed-out companies that continued to pay their executives big bonuses. In response, Senator Chris Dodd inserted a clause in the bill that would have barred bailed-out companies from awarding bonuses. But, somewhere along the way, behind closed doors and without public debate, the Treasury Department insisted that a loophole be added to the bill that would allow AIG to pay out bonuses. Think about that: Even after having been bailed out to the tune of $182 billion, AIG still had the inside juice to get a special favor served up.78

It’s the same kind of inside juice that allowed Goldman Sachs chairman Lloyd Blankfein to have a prime seat at the table during the emergency weekend meetings in September 2008 when Treasury Secretary—and Goldman Sachs alumnus—Hank Paulson was deciding the fate of AIG—a fate that would have a multibillion-dollar impact on Goldman’s bottom line.79, 80

It’s the same kind of juice that allowed Enron to become a major Washington player during the Bush years—before it became synonymous with corporate mendacity and greed. The crooked firm’s chairman, Kenneth Lay, and his senior management doled out $2.4 million to federal candidates in the 2000 elections and were among George W.’s biggest donors.81 Enron also spent $3.45 million lobbying Congress in 1999 and 2000, all of which helped the outfit push its “deregulation” agenda—which really meant creating enough “wiggle room” to get away with wholesale fraud.82

“Kenny Boy” Lay was known to boast about his “friends at the White House”—friends who helped him engineer the replacement of the head of the Federal Energy Regulatory Commission, the agency charged with regulating Enron’s core business.83, 84 He also had a lot of input on energy policy at the Bush White House: Vice President Dick Cheney and his staff had six meetings with Enron representatives—including two with Lay—as part of their energy task force.85, 86 The last of those meetings took place six days before Enron was forced to reveal it had vastly overstated its earnings, starting the energy giant’s slide into bankruptcy.87

Another energy company, Upper Big Branch mine operator Massey Energy, has also realized the investment value of buying friends in high places. Back in 2000, Massey was responsible for a coal slurry spill in Kentucky that was three times larger than the Exxon Valdez oil spill.88 The company very successfully limited the damage—not to the environment, but to its bottom line.89 According to Jack Spadaro, a Mine Safety and Health Administration engineer investigating the spill, once Kentucky senator Mitch McConnell’s wife, Elaine Chao, became secretary of labor—the labor department oversees the MSHA—she put on the brakes.90 Two years after the spill, Massey was assessed a slap-on-the-wrist $5,600 fine. The same year, Massey’s political action committee donated $100,000 to the National Republican Senatorial Committee, which McConnell chaired from 1997 to 2000. Cozy.

And you can’t get any cozier than Linda Daschle, who, while her husband, Tom, was Senate minority leader, was one of the airline industry’s top lobbyists—although I’m sure pillow talk had nothing to do with her clients Northwest and American Airlines raking in one billion dollars from the government’s post-9/11 bailout of the airline industry.91

But there is no need to worry about familial conflicts of interest anymore because, since leaving the Senate, Tom Daschle has moved over to the influence-peddling side of the street and made a bundle working as a “special policy adviser” at Alston & Bird, a lobbying firm that makes almost 50 percent of its income from health-care clients.92 Daschle, you’ll recall, came within a few unreported chauffeur-driven rides of being Obama’s health-care reform czar.93 Very cozy.

Daschle has also bolstered his personal bottom line doing lucrative side gigs, such as serving on the advisory board of BP.94 Hopefully he wasn’t the one who advised BP CEO Tony Hayward to try to calm fears about the ecological catastrophe facing the Gulf of Mexico by saying that the spill was “relatively tiny” compared to the “very big ocean,” or who advised BP Chairman Carl-Henric Svanberg to refer to those affected by the spill as “the small people.”95

DÉJÀ WHO?

Have you noticed how the same names keep popping up again and again? It makes it seem as if establishment Washington is the political equivalent of a small theatrical repertory company: production after production, you always see the same actors—they just keep switching parts.

Tom Daschle is a senator, then a near–cabinet member overseeing health-care reform, then a “special adviser” to companies looking to undermine health-care reform.96

Robert Rubin is co-chairman of Goldman Sachs, then secretary of the Treasury, then a senior counselor of Citigroup—pocketing more than $126 million in cash and stock during his almost ten years there.97

Dick Cheney is a congressman, then secretary of defense, then CEO of Halliburton, then the most powerful vice president in history—helping lead America into a war with Iraq that ends up netting his former company billions in sweetheart contracts.98 During the Bush-Cheney years, Halliburton became the poster child for crony capitalism, which is why it was both surprising and utterly predictable when the company came roaring back into the headlines during the BP oil spill fiasco.

It’s like one of those horror movie killers who keeps popping back up from the grave. You thought Halliburton had been eradicated when government audits showed the company had bilked taxpayers out of a billion dollars during the war in Iraq?99 You thought it was over when the Justice Department brought a civil fraud suit against a Halliburton subsidiary in 2010 for charging the government for tens of millions in unauthorized security services in Iraq?100 You thought reports that Halliburton had allowed U.S. troops to bathe in contaminated water had left them dead and buried?101 Well, they’re baaa-aaack! And their work sealing the bottom of the BP oil well will very likely be found to be at least a contributing factor in the catastrophic Deepwater Horizon blowout.102

Doing a segment on Halliburton’s involvement with the BP disaster—including the fact that, after taking office, Cheney restaffed the Minerals Management Service with what Robert F. Kennedy, Jr., called “oil industry toadies including a cabal of his Wyoming carbon cronies”—MSNBC’s Chris Matthews couldn’t contain his indignation.103 “How do we stop this?” he sputtered.104 “It seems like a Third World banana republic would do things this way!”

Third World America … it’s closer than you think.

POWERBROKERS 2.0

These are the new breed of movers and shakers. Powerbrokers 2.0. Public shape-shifters, they effortlessly glide in and out and around government. They can be found on both sides of the ideological aisle—serving their own agendas more than either party’s. Janine Wedel calls them “flexians”: “top players who move in and out of government, corporate, and think tank roles, gathering exclusive information at each stop, and using that privileged asset to benefit themselves and their allies.”105 The members of this shadow elite keep morphing into their next incarnation no matter how often their conflicts of interest and their undermining of the public good are revealed.

With this merging of state and private power, we’re getting to the point where the only difference between senior congressional staffers and the lobbyists and influence launderers whose ranks they’ll soon join is the size of their paychecks. They just have to put in a few years in Congress, and then they can join, or rejoin, the lobbyist herd. It’s like putting in a few semesters getting your master’s degree in influence peddling. And you don’t have to pay off those irritating school loans.

The state-of-the-art modern powerbroker is the aforementioned Robert Rubin.

His résumé is the personification of the flexian in action, as he moved seamlessly between political positions (director of the National Economic Council, Treasury secretary), private positions (a board member and senior counselor at Citigroup), advisory positions (including serving on the President’s Advisory Committee for Trade Negotiations and the SEC’s Market Oversight and Financial Services Advisory Committee), stints on a World Bank task force on growth and development, work as an unofficial economic adviser to President Obama, and his current position as co-chairman of the Council on Foreign Relations and founder of the Hamilton Project on challenges facing the U.S. economy.106

Early in 2010, he penned a lengthy essay in Newsweek called “Getting the Economy Back on Track,” in which he completely failed to explain or acknowledge—let alone apologize for—the key role he played in getting the economy off track in the first place.107

What grabbed my attention was not the 2,500-word piece, but the 28-word bio at the end of it: “Rubin is a former secretary of the Treasury (1995–99).108 He now serves as co-chairman of the Council on Foreign Relations and is a fellow of the Harvard Corporation.” Given that the piece is about the economic meltdown, it’s telling that the bio doesn’t include his nearly ten years at Citigroup—during the very time that ended with the bank having to be saved by the American taxpayers.109

But that’s how our system “works” these days: Someone like Rubin is able to wreak destruction, collect an ungodly profit, then go along his merry way, pontificating about how “markets have an inherent and inevitable tendency—probably rooted in human nature—to go to excess, both on the upside and the downside.”110 This from the man who, as Bill Clinton’s Treasury secretary, was vociferous in opposing the regulation of derivatives—a key factor in the current economic crisis—and who lobbied the Treasury during the Bush years to prevent the downgrading of the credit rating of Enron—a debtor of Citigroup.111, 112

The hidden costs of such crony capitalism are monumental for the middle class. Why would people strive to build businesses—risking their money and their sweat equity—when they know there will always be someone on the other side of the table playing with a stacked deck?

THE VULCAN MIND MELD BETWEEN WASHINGTON AND WALL STREET

So the deck is stacked. The fix is in. The cards are marked. And our economy is as rigged as a carnival ring-toss game.

But it’s even worse than that. Corporate America’s takeover of our democracy runs deeper than the simple quid pro quo of a donor swaying a politician. It has captured our leaders’ hearts and minds. It’s one thing for moneyed interests to be able to buy influence. It’s another for that industry’s agenda to become conventional wisdom across party lines.

“Politics is like sales,” write Simon Johnson and James Kwak in 13 Bankers.113 “If you are trying to close a large deal with a major corporation, it helps to have friends on the inside, it helps to have buyers who see their fortunes aligned with yours, and it can even help to dangle the prospect of a high-paying job before the key decision-maker. But it is even better if the buyers really, independently want what you are selling. It is best of all if they believe that buying what you are selling is a symbol of their own judgment and sophistication—that buying your product marks them as part of the informed elite.”

That is what happened with the Vulcan mind meld between Wall Street and Washington, and it’s what laid the groundwork for the financial crisis—and the bailout with no strings attached that followed. Our leaders have completely bought what corporate America has been selling. It’s become part of their DNA. This includes the key members of President Obama’s economic team. They are operating on the basis of an outdated cosmology that places banks at the center of the economic universe.

Talking about our financial crisis with them is like beaming back to the second century and discussing astronomy with Ptolemy. Just as Ptolemy was convinced we live in a geocentric universe—and made the math work to “prove” his flawed theories—Obama’s senior economic advisers are convinced we live in a Wall Street–centric universe and keep offering their versions of “epicycles” and “eccentric circles” to rationalize their approach to dealing with Wall Street.114 And because, like Ptolemy, they are really smart, they are really good at rationalizing.

If you believe the universe is revolving around the earth—when, in fact, it isn’t—all the good intentions in the world will be for naught. It’s no surprise that people such as Tim Geithner and Larry Summers believe in bank centrism—they’re both creatures of it. And in a bank-centric universe, funneling no-strings-attached money to too-big-to-fail banks is the logical thing to do.

The longer this remains the dominant cosmology in the Obama administration—and the longer it takes to switch to a plan that reflects a cosmology in which the American people are the center of the universe and are deemed “too big to fail”—the greater the risk that the economic crisis will be more prolonged than necessary. And the greater the suffering. There is an enormous human cost to this dogma.

Writing about the “grand book” that is the universe, Galileo declared that it “cannot be understood unless one first learns to comprehend the language and interpret the characters in which it is written … without these, one is wandering about in a dark labyrinth.”115

That’s where we find ourselves today, wandering about in a dark financial labyrinth—being led by good men blinded by an obsolete view of the world.

DO THE CRIME, DO THE TIME … UNLESS YOU’RE WORKING ON WALL STREET

“The struggle of man against power is the struggle of memory against forgetting.”116 So wrote Milan Kundera in The Book of Laughter and Forgetting. It is one of my favorite quotes and it popped into my head as I was thinking about how short our collective memory is when it comes to holding the powerful accountable.

Until the Securities and Exchange Commission sued Goldman Sachs for fraud in April of 2010, it was easy to forget that we have a regulatory agency designed to protect the public from the pillaging of corporate America.117 Six months earlier, the SEC had arranged a settlement with JPMorgan that showed how rigged the system is. The banking giant agreed to pay a $25 million penalty and cancel $647 million in fees owed by Alabama’s Jefferson County as the result of a complicated derivatives deal that blew up in the county’s face.118

As part of the settlement, JPMorgan neither admitted nor denied wrongdoing—despite overwhelming evidence that it had engaged in plenty of wrongdoing.119 This is what passes for justice these days. If you commit a petty crime and hammer out a plea bargain, you’ll have to admit wrongdoing as part of the agreement. But put on a suit and commit a billion-dollar crime and you won’t even have to admit you did anything wrong—which makes it much more likely that you’ll do it again.

We saw the same dynamic played out in the saga surrounding the $3.6 billion in bonuses that was awarded to Merrill Lynch executives just before the failing firm was acquired by Bank of America (with a lot of help from American taxpayers, who handed BofA $45 billion).120

Bank of America executives failed to inform their shareholders that, as part of the acquisition, they were going to give billions to the executives who had been at the helm while Merrill lost $27 billion in 2008.121 Had the shareholders been told, the news would have put a major crimp in the shotgun marriage of the two firms.

Bank of America agreed to pay a $33 million fine to the SEC but—you guessed it—admit no wrongdoing.122 A heroic U.S. district judge, Jed Rakoff, refused to rubber-stamp the deal, which he called a breach of “justice and morality” that “suggests a rather cynical relationship between the parties.”123 The SEC and Bank of America came back with a $150 million settlement.124 The judge said he was forced by judicial restraint to accept the new deal, but did so reluctantly.125 “While better than nothing, this is half-baked justice at best,” Judge Rakoff said.

The total amount of fines levied by the SEC in 2008 was the lowest since the corporate scandals of 2002 led to stricter enforcement regulations.126 So while the financial system was on a fast track to collapse, the SEC was taking its hand off the brake. And even now the perpetrators of that near-collapse are avoiding accountability. When crimes are uncovered and the culprit is allowed to simply move on without even acknowledging that a crime was committed, that’s a recipe for anarchy—not for a healthy democracy.

It’s really not that complicated: If you do the crime, you do the time. But the people who run the show like to make it seem like it is very complicated—all the better to obscure the simple moral principle of right and wrong. Why should it matter whether you commit your crimes in a boardroom or on the street? You should have to admit wrongdoing when you’re caught and pay a commensurate penalty. If that means jail for the street crime, it should mean jail for the boardroom crime.

Of course, it’s not just our too-big-to-fail banks that have been allowed to do wrong without having to admit any wrongdoing. The pharmaceutical, mining, oil, and health-care industries have been doing the “pay the fine but admit nothing” dance for years—chalking up the millions (and sometimes billions) in penalties as the cost of doing business.

But with corporate America earning major profits and middle-class America struggling to stay afloat, now is a very good time to revoke the “Get Out of Jail Free” card those at the helm of these companies have been given for far too long.

“WHO COULD HAVE KNOWN?”

Three weeks after the Deepwater Horizon rig exploded in the Gulf of Mexico, BP finally released underwater video showing a massive column of oil gushing out of a broken pipe a mile below the surface.127

Watching the unrelenting geyser-like spew, it struck me as an inverse visual metaphor for the plight of America’s middle class: While the thick black oil was being pushed inexorably upward, hour after hour and week after week, the quality of life for tens of millions of hardworking Americans is being pushed inexorably downward—month after month after month. And our leaders watch them both, either wringing their hands or waving them in anger and frustration.

When the oil spill first happened, it seemed troubling but nothing to be too concerned about. Within a week, Obama administration officials were describing it as “a very grave scenario” and “potentially … very catastrophic.”128 In other words, it was much worse than we thought it would be. Has there been a crisis in the last decade that turned out to be better than we thought it was going to be?


	We are still fighting two wars that were going to be cake-walks but have now lasted nine years and seven years—much worse than we thought it would be.

	Katrina looked like it could be bad but—even though there were plenty of people warning about a Category 5 storm breaching the levees—the devastation ultimately was much worse than we thought it would be.129

	Warnings were issued about the housing bubble that was fueled by the Wall Street casino. Even though we now know that people in the Fed were forecasting big trouble ahead as early as 2004, the warnings were ignored—and when the bubble burst in 2008, it was much worse than we thought it would be.130

	The foreclosure crisis hit hard in 2009. But the government promised to protect homeowners … so when the first quarter of 2010 brought the highest number of foreclosures since they began keeping records, it was clear the scope of the calamity was much worse than we thought it would be.131

	In October 2009, the unemployment rate hit 10.2 percent, a twenty-six-year high.132 But the $787 billion stimulus package was going to bring that down. It has, but not by much. Turns out, the unemployment crisis is also much worse than we thought it would be.

	When BP first applied to operate the Deepwater Horizon rig, it submitted plans to the Minerals Management Service stating that “no significant adverse [environmental] impacts are expected” and predicting that a spill was an “unlikely event.”133 Of course, as we’ve seen, the historic disaster is much worse than they thought it would be.



Perhaps we should start calling this the age of “Much Worse Than We Thought It Would Be.” Or, in honor of the standard excuse we hear in these situations, the “Who Could Have Known?” era.

See if this sounds familiar: An ambitious and risky undertaking is carried out with hubris and features the weeding-out of anyone who raises alarm bells, little to no transparency, an oversight system in which no central authority is accountable, and the deliberate manufacturing of ambiguity and complexity so that if—when—it all falls to pieces, the “Who Could Have Known?” defense can be trotted out.

Am I describing Iraq? The subprime mortgage market? The Enron-led financial scandals of the early 2000s? The BP oil spill? The Upper Big Branch mine disaster? The Lehman Brothers and AIG–led financial meltdown of 2008?

The correct answer: All of the above.

When you look at the elements that were crucial to the creation of each of these debacles of the past decade, it’s amazing how much they all have in common. And not just in how they began but in how they ended: with those responsible being amazed at what happened, because … who could have known?

Well, I’m amazed at the amazement, because each of these disasters was entirely predictable. And, indeed, every one of them was predicted. But those who rang the alarm bells were aggressively ignored, and we let those responsible get away with the “Who Could Have Known?” excuse (“the struggle of memory against forgetting” continues).

Let’s start with Iraq, an unnecessary war that has cost America’s parents the lives of more than 4,300 sons and daughters, and American taxpayers three-quarters of a trillion dollars and counting (not to mention the future cost of $422 billion to $717 billion to care for American veterans through healthcare and disability coverage)—money desperately needed for some long-overdue nation rebuilding here at home.134, 135 And for what? As the Center for American Progress’s “Iraq War Ledger” puts it: “there is simply no conceivable calculus by which Operation Iraqi Freedom can be judged to have been a successful or worthwhile policy.136 The war was intended to show the extent of America’s power. It succeeded only in showing its limits.”

In the run-up to the war, General Eric Shinseki, a heroic combat officer who had risen to become the army’s chief of staff, told Congress that a successful occupation of Iraq would require “several hundred thousand” troops on the ground.137 U.S. deputy secretary of defense Paul Wolfowitz told Congress he found that “hard to imagine.”138 But when defense secretary Donald Rumsfeld’s attempt to win the war on the cheap failed, everyone acted shocked. Who could have known?

The Bush administration also told the public that the rebuilding of Iraq would cost taxpayers no more than $1.7 billion.139 To say the administration massively underestimated would be a massive understatement.140 The New York Times described our reconstruction efforts there as “an effort crippled before the invasion by Pentagon planners who were hostile to the idea of rebuilding a foreign country, and then molded into a $100 billion failure by bureaucratic turf wars, spiraling violence and ignorance of the basic elements of Iraqi society and infrastructure.”141 Who could have known?

At the same time the warning signals about Iraq were being ignored in Washington, many on Wall Street were ignoring the signs of their own impending disaster.

In late 2002, Charles Prince was put in charge of Citigroup’s corporate and investment bank.142 The banking giant was already knee-deep in toxic paper and aggressively looking the other way.143 Prince was so successful at averting his eyes that, five years later, when he was told that his bank owned $43 billion in mortgage-related assets, he claimed it was the first he’d heard of it. Isn’t that something he should have known? Or did he prefer not knowing?

Prince had plenty of help ignoring the obvious, particularly from Robert Rubin. According to a former Citigroup executive, despite ascending to the top of the Citi food chain, Prince “didn’t know a CDO from a grocery list, so he looked for someone for advice and support.144 That person was Rubin.”

But when it all came tumbling down, both Rubin and Prince portrayed themselves as helpless victims of circumstance, because, well … who could have known?

“I’ve thought a lot about that,” Rubin said when asked if he made mistakes at Citigroup.145 “I honestly don’t know. In hindsight, there are a lot of things we’d do differently. But in the context of the facts as I knew them and my role, I’m inclined to think probably not.” What he means, of course, is the facts as he chose to know them at the time.

Former Fannie Mae CEO Franklin Raines suffered from the same affliction.146 According to Raines, he can’t be blamed for what happened at Fannie Mae because mortgage stuff is so, well, complicated. In fact, he can’t even understand his own home mortgage: “I know I can’t and I’ve tried,” Raines told a House committee. “To this day, I don’t know what it said.… It’s impossible for the average person to understand.” In other words, who could have known?

But isn’t it interesting that the complexity and opacity of these things somehow always redounds to the benefit of those in charge?

We saw a familiar insistence on ignoring all warnings in the Bernie Madoff scandal.147 “We have worked with Madoff for nearly twenty years,” said Jeffrey Tucker, a former federal regulator and the head of an investment firm that lost billions to Madoff. “We had no indication that we … were the victims of such a highly sophisticated, massive fraudulent scheme.” Who could have known?

Well, financial fraud investigator Harry Markopolos, for one. Not only did he know, he did everything he could to make sure everybody else knew as well.148 In 1999, after researching Madoff’s methods, Markopolos wrote a letter to the SEC saying, “Madoff Securities is the world’s largest Ponzi Scheme.” He pursued his claims with the feds for the next nine years, with little result.

One would think the “Who Could Have Known?” excuse has been exposed as a sham enough times to render it obsolete, but there are always new incentives to not know.

In the wake of 9/11, Condoleezza Rice assured us nobody “could have predicted” that someone “would try to use an airplane as a missile.”149 Except, of course, the 1999 government report that said “Suicide bomber(s) belonging to al-Qaeda’s Martyrdom Battalion could crash-land an aircraft packed with high explosives (C-4 and semtex) into the Pentagon, the headquarters of the Central Intelligence Agency (CIA), or the White House.”150

After Katrina, the Bush White House read from the “Who Could Have Known?” hymnal: No one could have predicted that the storm would be a Category 5, and that this could result in the levees being breached.151 We now know, of course, that plenty of people knew that the levees could be breached and said so before the storm hit.

Then there is the high priest of “Who Could Have Known?”, Alan Greenspan, who, looking back in October 2008 on the makings of the financial crisis he helped create, delivered this “Who Could Have Known?” classic: “If all those extraordinarily capable people were unable to foresee the development of this critical problem … we have to ask ourselves: Why is that? And the answer is that we’re not smart enough as people.152 We just cannot see events that far in advance.”

In other words, it’s simple biology: We humans are only smart enough to create situations in which the rich are beneficiaries of huge wealth transfers from the middle class—but we have not yet evolved to the point where we can foresee that this is what we’re doing.

In truth, the problem is not that we are “not smart enough as people.” As we’ve seen time after time, smart enough people are all too willing to ignore facts they don’t like or that don’t happen to benefit them in the short term. And to lessen personal culpability, they institutionalize not knowing—constructing oversight systems deliberately designed to be ineffective and accordingly unable to provide those in power with information they don’t really want to know.

We had our warning signals for the financial crisis: They were called Enron and WorldCom and Global Crossing. Those outrages set the stage for the much larger, more sophisticated, and much more dangerous excesses that drove the housing and banking meltdown.

But the broken system that allowed the scandals at Enron and the rest was never really reformed. Yes, there were window-dressing changes and Band-Aid legislation. But the guiding philosophy—that the free market would regulate itself, and that corporate America always knew best—remained in place. Indeed, it was given much freer rein.

So it’s been déjà vu all over again, with one big difference that makes this latest crisis so painful: the scale of it all. The impact on average Americans has been so much more devastating and long lasting. And here’s the bottom line: If we don’t reform the system—really reform it—the next financial collapse will surely be more than we can withstand.

It’s the thing that will send us over the edge, making the idea of Third World America more than just a scary harbinger of things to come. It will be our reality. So it’s time to say good-bye to the “Who Could Have Known?” era. It’s time to know things again—and to acknowledge that we know them. And to make things right before it is too late.





LINDA D. WILSON



Perhaps my story is no different from that of millions of other middle-class workers who are experiencing an enormous test of their faith. I have an MBA and more than twenty-five years of human resources experience. I worked for the same company in Louisiana for twenty-two years. Despite countless layoffs and downsizings, I was either promoted or changed positions every two to three years, expanding my HR skills and knowledge. I can honestly say I never concerned myself with getting a pink slip. I served on local boards and committees, volunteered for good causes, donated to charities, and served at my church. My near-perfect credit score and disposable income allowed me to live with little debt and pay down my mortgage from thirty to seven years.

I overcame a birth defect—a cleft palate. After surgery, I had to learn to talk again. I attended college on a track scholarship, and in my senior year I competed in the U.S. Olympic Track & Field trials. From there, I earned my bachelor’s degree and started my career. While working full-time and successfully climbing the corporate ladder, I had an idea for an event planning system. I filed for and received a U.S. patent. However, working full-time in a competitive environment left me with little time to launch a business and new product, so I put it on the back burner. Instead, I focused on a seemingly safer and more stable corporate career path—guaranteed paychecks, benefits, pension, and a 401(k). Like most other members of the middle class I believed that with enough hard work and determination I would be successful. It was what my parents taught me by example and what they expected me to demonstrate in everything I did.

In 2005, I adopted two girls—sisters. My ten-year-old was diagnosed with HIV and works extra hard to learn and be successful in school. I set them up with a financial plan and invested in real estate, which I planned to leave them for their inheritance.

Then, Hurricane Katrina destroyed my home and rental properties in New Orleans. My family and friends were displaced and scattered across the country. So after working for the same company for twenty-two years, I resigned and relocated to Texas, along with my parents and five sisters. I put my career on hold to rebuild our lives. Two years later, I’m still unable to land a suitable full-time position (at any level)—despite more than twenty-five years of expertise.

The world has obviously changed for the middle class. Now the only guarantee that today’s worker can expect is that you put in a day’s work, you get a day’s pay—that’s it.

So, like millions of other middle-class workers, I’m being forced to reexamine my career, lifestyle, priorities, interests, goals, and future. Although I’ve exhausted my savings and face insurmountable debt, I’ve decided to step out in faith—or better yet, take a leap. I’m managing my own business full-time, designing products to help people plan and organize their everyday lives. I’m determined to establish a business as an inheritance for my children.
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SAVING OURSELVES FROM A THIRD WORLD FUTURE
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And now for something completely different … some good news: Third World America is not a done deal.

Despite the overwhelming evidence that the wheels are coming off our national wagon, I believe deeply that America can still accomplish great things: that our greatness is not necessarily a thing of the past—indeed, that our best days can still lie ahead of us.

I realize that coming after the litany of all the ways America is falling apart, this might sound overly optimistic. Or delusional. Or the result of hitting the ouzo in despair. I understand that the initial response to the first four parts of this book might be to walk onto one of our crumbling bridges and contemplate jumping off.

But that’s not how the American psyche works. We’ve always been a positive, forward-looking people. A can-do attitude is part of our cultural DNA. And that mind-set is a prerequisite for turning things around. Without it, the seeds of change and innovation will wither in a soil that is an arid mix of negativism and defeatism. With it, we can shake off our cynicism and avoid the slow slide to Third World status.

As a country, we have an unparalleled track record for marshalling our forces and rising to meet great challenges. It is one of our greatest strengths.

After Pearl Harbor, America’s naval force was decimated. But just three years later, as John Kao points out in his book Innovation Nation, “America had a hundred aircraft carriers fully armed with new planes, pilots, tactics, and escort ships, backed by new approaches to logistics, training methods, aircraft plants, shipyards, and women workers” along with “such game changing innovations as the B-29 … and nuclear fission.”1

We had a similar reaction to the Soviets’ launch of Sputnik.2 “We responded with massive funding for education,” writes Kao, “revamped school curricula in science and math, and launched a flurry of federal initiatives that eventually put Neil Armstrong in position to make his ‘giant leap for mankind.’ ”

President Obama captured this essential part of the American character when he announced the kickoff of his Educate to Innovate campaign—a nationwide effort to move American students back to the top in science and math education.3 “This nation wasn’t built on greed,” he said. “It wasn’t built on reckless risk. It wasn’t built on short-term gains and shortsighted policies. It was forged on stronger stuff, by bold men and women who dared to invent something new or improve something old—who took big chances on big ideas, who believed that in America all things are possible.”

Many economists and historians are warning that our current economic downturn has created a new normal—that the country will never be the same. Things are, of course, going to be different. But that doesn’t mean that they are predestined to be worse. However, if we don’t get serious about the crises we face, they will be.

America is rich with resources—both natural and human.4 “America—with its open, free, no-limits, immigration-friendly society—is still the world’s greatest dream machine,” says Tom Friedman. “The Apple iPod may be made in China, but it was dreamed up in America.”

We must stop squandering these resources. If the middle class is to thrive and continue to be the backbone of America, we need to create the conditions that will allow these dreams to flourish–and our country to move forward in wiser ways.

“You can’t cross a chasm in two small jumps,” said World War I–era British prime minister David Lloyd George.5 And you can’t cross it in a series of little steps either. Instead, we have to reconnect with our bold national identity and once again take “big chances on big ideas.”6

Stopping our descent into Third World status won’t be easy. It will take daring initiatives from both the private and public sectors—supercharged with an infusion of personal responsibility.

On the one hand, this moment in our history demands that we stop waiting on others—especially others living in Washington, D.C.—to solve the problems and right the wrongs of our times. Now, more than ever, we must mine the most underutilized leadership resource available to us: ourselves.

On the other hand, the problems our society and, indeed, much of the world are facing are too monumental to be solved solely by individuals. We still need the raw power that only big government initiatives—and big government appropriations—can deliver.

But, as we’ve seen, in today’s Washington, the fix is in. So that’s the first thing we need to fix.

I.
ON A NATIONAL LEVEL

THE MOTHER OF ALL REFORMS

It’s a classic catch-22: The most effective way of fixing the multitude of problems facing America is through the democratic process, but the democratic process itself is badly broken. That is why the first step toward stopping our relentless transformation into Third World America has to be breaking the choke hold that special interest money has on our politics.

This has to start with a complete reboot of the way we finance our elections. The most effective means of restoring the integrity of our government is through the full public financing of political campaigns.

It’s the mother of all reforms—the one reform that makes all other reforms possible. After all, he who pays the piper calls the tune. If someone’s going to own the politicians, it might as well be the American people. Think of it: No hard money, no PAC money, no endless dialing for dollars, no quid pro dough deals. No more lobbyists sitting in House and Senate offices literally writing tailor-made loopholes into laws. No more corporate welfare giveaways buried in huge spending bills. No more dangerous relaxation of safety regulations that can be traced to campaign donations. Just candidates and elected officials beholden to no one but the voters.

Among those working to make this happen are Harvard law professor Lawrence Lessig and Joe Trippi, who ran Howard Dean’s Internet-fueled 2004 presidential campaign.7 Together they’ve founded Fix Congress First!—an attempt to build a grassroots movement to pressure Congress to pass public financing legislation. And to make sure the legislation can’t be struck down by an activist Supreme Court, the group is also pushing for a Constitutional amendment. “We must,” says Lessig, “establish clearly and without question the power in Congress to preserve its own institutional independence.”8

In May 2010, I was one of about 430,000 people to receive an email from the group with the eye-catching subject line “300 Million Lobbyists,” promoting an effort to create “the biggest lobby in the history of American politics.” And who is part of this all-powerful lobby? You, me, and the rest of the 300 million citizens of the United States.

As the Fix Congress First! founders put it: “This isn’t a Democratic issue or a Republican issue—it’s a fundamental question about what kind of democracy we want to have.”9

If you want to know what a democracy no longer beholden to special interests would mean for the political process, look no further than Senator Ted Kaufman of Delaware. When Kaufman, Joe Biden’s longtime chief of staff, was appointed to serve out his old boss’s term, he was originally thought of as a Senate placeholder.

But, far from biding his time, Kaufman soon emerged as one of the Senate’s fiercest critics of Wall Street and a champion of the need to push for a serious overhaul of our financial system to protect the middle class. What transformed this behind-the-scenes staffer into a fire-breathing accidental leader? A healthy sense of outrage.

In March 2010, on his seventy-first birthday, he took to the Senate floor to lambast the loss of the rule of law on Wall Street.10 He reminded his colleagues that the American taxpayer has laid out more than $2.5 trillion to “save the system,” and asked, “What exactly did we save?” His answer: “a system of overwhelming and concentrated financial power that has become dangerous … a system in which the rule of law has broken yet again.… At the end of the day, this is a test of whether we have one justice system in this country or two. If we don’t treat a Wall Street firm that defrauded investors of millions of dollars the same way we treat someone who stole five hundred dollars from a cash register, then how can we expect our citizens to have faith in the rule of law? … Our markets can only flourish when Americans again trust that they are fair, transparent, and accountable.”

Watching his determination to fix the financial system offers a window on how we can fix our political system. Aside from his personal character, which we cannot duplicate, there is a dynamic that helped turn Kaufman into a fearless crusader that we can duplicate: the absence of money as a factor in his political life.

Kaufman didn’t need to raise money to become a senator—he was appointed. And he doesn’t need to raise money for his reelection campaign—because he’s not running. So he is completely unencumbered by the need to curry favor with the moneyed interests. Kaufman is a great test case—a shining example of what it looks like when our representatives are not beholden to special interests and are only serving the public good.

Another important means of fighting the disillusionment, cynicism, and doubt that have infected the body politic in recent years is a top-to-bottom commitment to transparency. “Sunlight,” Justice Louis Brandeis famously said, “is said to be the best of disinfectants.”11 But real transparency means more than just putting up a website for every government agency. Creating a system in which the people feel confident that they know what their representatives are doing involves more than just throwing data at the problem. It requires context—and ways of helping the public yank back the curtain on the back rooms of power so it can see who is really pulling the levers.

A great early iteration of this was provided by the Sunlight Foundation during the health-care summit in February 2010.12 As part of its live streaming of the discussion, the group’s website offered a dose of transparency by showing, as each of our elected officials was speaking, a list of his or her major campaign contributors. It was simple, powerful, and spoke volumes about the extent to which many players in the summit were bought and paid for.

In the future, a souped-up version of this kind of technology will allow us to see who is funding whom, and who is carrying water for which special interest, in real time and across every imaginable platform. The Sunday political shows will be a whole different animal when we are able to effortlessly, instantly, and literally follow the money—and discover why a seemingly irrational policy becomes the law of the land.

American politics has become a rigged game. But, moving forward, innovative technology can give us the chance to level the playing field.

KILLER APPS FOR A TWENTY-FIRST-CENTURY DEMOCRACY

Among those looking to use technology to improve the way our government is run is Tim O’Reilly, the tech guru CEO of O’Reilly Media. In 2004, O’Reilly popularized the term Web 2.0. He’s now at the forefront of a movement to apply the concept to the way our democracy is run: Government 2.0.

He describes Government 2.0 as “a new compact between government and the public, in which government puts in place mechanisms for services that are delivered not by government, but by private citizens.”13 It’s about “government as a platform … If there’s one thing we learn from the technology industry, it’s that every big winner has been a platform company: someone whose success has enabled others, who’s built on their work and multiplied its impact.”

Using government as a platform is all about how the massive amount of information at the government’s disposal is used, how widely it is shared, how low is the barrier for innovators to access it. After all, the Internet itself was a government project. The government built the platform and innovators ran with it. Same with GPS—a “killer app” that originated with the government.

Other examples of innovators building on government-provided information and services are popping up all over the country—and the Web. For instance, sites like Everyblock and StumbleSafely use crime statistics that are publicly available and remake them into public safety applications (kind of the opposite of a killer app!).

Many of the most interesting experiments in bringing technology and government together are going on at the local level.14 One leader who has enthusiastically embraced the new model is Newark mayor Cory Booker. “We are one part of a larger democracy that is learning how to master media to drive social change,” says Booker. “Social media is a forum where people can come together to connect, talk, mobilize, and create a larger sense of community.”

Booker has over one million followers on his very active Twitter page. Using Twitter, along with Facebook and YouTube, he maintains an open pipeline of communication with his constituents. He also uses these platforms to motivate them to take part in night patrols of troubled neighborhoods—patrols the mayor frequently joins. And he’s formed an advisory working group called the Newark Tech Corps, made up of leading tech executives who advise him on the newest technologies and how he can best adapt them to serve Newark’s residents.

We are reminded on a daily basis of the limits to what government can do.15 Going forward, it’s clear that we are going to have to forge a new relationship with our government. “Citizens are connected like never before and have the skill sets and passion to solve problems affecting them locally as well as nationally,” writes O’Reilly. “Citizens are empowered to spark the innovation that will result in an improved approach to governance.”

We can’t expect a government hobbled by centuries-old tools to deal with the challenges of the twenty-first century. That’s why Government 2.0 needs to be taken out of beta and put into practice across the nation.

MAKING OUR SCHOOLHOUSES ROCK

Next up in our extreme makeover of America: education. Fixing our broken educational system is vital to rescuing America’s middle class and preserving our standing as a First World nation. Education is the most basic tool for changing one’s life and circumstances. I think of it as a gateway opportunity: It makes everything else possible—which is why the failure of our leaders to truly address education reform is so troubling. Instead of fundamental reform, we get grandstanding and broken promises and reform in name only.

Real reform has to start with how we treat our nation’s teachers.

Teacher effectiveness is the single most important factor driving student performance, with top teachers able to boost the test scores of students up to 50 percentage points above the scores of those under the tutelage of the least-effective instructors.16

Yet, because of overly rigid union contracts, we cannot pay the best teachers more based on their performance—and we’ve seen how next to impossible it has become to fire even the worst teachers. Until we stop this insanity, our national education report card will continue to be littered with Fs.

We also have to put an end to our obsession with testing, which was supposed to be a way of assessing reform but is now treated as actual reform. It’s as if the powers-that-be all decided that a checkup was as good as a cure. This focus on testing reduces teachers to drill sergeants and effectively eliminates from the school schedule anything not likely to appear on a standardized test—things such as art, music, and class discussions.

And cash-strapped states inevitably end up relying on multiple-choice questions instead of essays, which are up to one thousand times more expensive to score.17 So it’s good-bye analytical thinking, hello rote memorization and educated guessing. Our all-out embrace of testing has given us the standardization of education, the destruction of critical thinking, and the categorization of millions of our children as failures.

So what can we do to turn around this sorry state of affairs?

For starters, we have to start looking at things in daring and different ways. To paraphrase Einstein, you can’t solve a problem using the same type of thinking that created it. Unfortunately, in our current political climate, it’s nearly impossible to get people to stop protecting their little parcels of partisan turf and start thinking on a different level, allowing them to connect the dots and see the possibilities that might lie on the other side of the mountain.

And what I see on the other side of that mountain is a single-payer system of education.

Single payer never made it out of the gate when it came to health-care reform. But we should bring it into education reform.

In a single-payer health-care plan, the federal government provides coverage for all U.S. citizens and legal residents. Patients don’t go to a government doctor—they just have the government pay the bill. And that’s how it would work with education. In a single-payer education plan, the federal government, in conjunction with the states, would provide an education allotment for every parent of a K–12 child. Parents would then be free to enroll their child in the school of their choice.

In a single-payer health-care plan, all citizens would be free to select the physician and hospital of their choice. And, unlike in our education system, no one backing single-payer health care ever suggested that patients can see only a doctor in their own district or can be operated on only at the hospital down the street. If we don’t hold our health hostage to the value of our property, why do we do this with our children’s education? The annual educational cost per child—equalized for urban and suburban school districts across each state—would come from current education funding sources.

When it comes to quality control, in health care the guidelines incorporated by Medicare are used to manage the quality of health-care services. In education, the government would be responsible for accrediting the schools from which parents could choose.

It’s simple, sensible, and, above all, just. And maybe instead of calling for an exorcist any time the words “competition,” “choice,” or “freedom” are used in connection with education, we can start singing hosannas for an idea that preserves what is truly public in public education—the government, that is, the public, paying for it—while allowing creativity, innovation, and parental empowerment to flourish.

IT’S THE JOBS, STUPID!

In January 2010, during his State of the Union speech, President Obama declared, “Jobs must be our number one focus in 2010.”18 This was followed by a round of applause—but very little action. What else is new?

Everybody is in such total agreement we need “more jobs” that the words are in danger of becoming meaningless, of going from tangible policy to talking point. In Washington, saying you’re for jobs has become just another obligatory, perfunctory throat-clearing preamble.

But we need to move beyond the lofty rhetoric and the desultory statistics and focus on the fact that every lost job is a social calamity.19 Child abuse and neglect, divorce, crime, poor health, and drug addiction are often the devastating side effects of job loss. No country can be considered healthy when twenty-six million of its people are out of work or underemployed.

The current job crisis is simply too large and too stubborn—and the suffering too great—to do anything less than be as bold as possible.

The first thing we should do is have the federal government offer direct aid to local and state governments. Since August 2008, more than 150,000 state and local jobs have been eliminated, and the states’ combined budget gap for fiscal 2010 and 2011 is $380 billion.20, 21 The Center on Budget and Policy Priorities estimates that state and local deficits could cost the country an entire point off the GDP, which would, in turn, lead to the loss of another 900,000 jobs next year.22 This is why the Economic Policy Institute (EPI) recommends the federal government spend $150 billion on aid to state and local governments over the next year and a half, an investment that would save up to 1.4 million jobs.23

Congress and the president should also push through a muscular plan to create public-service jobs. “The federal government could provide jobs by … providing jobs,” writes Paul Krugman.24 “It’s time for at least a small-scale version of the New Deal’s Works Progress Administration.… There would be accusations that the government was creating make-work jobs, but the W.P.A. left many solid achievements in its wake. And the key point is that direct public employment can create a lot of jobs at relatively low cost.”

In fact, the EPI estimates that one million jobs designed to “put unemployed Americans back to work serving their communities” could be created with an investment of $40 billion a year for three years.25 This approach is also favored by Princeton’s Alan Blinder.26 “Direct public-service employment is straightforward,” he says. “As long as the new government jobs do not compete with the private sector, the net job creation should be one-for-one. So hire people to repair parks, not shopping malls.”

We may have missed the chance to put rebuilding America’s infrastructure front and center in the big stimulus package Congress passed in 2009, but we absolutely must redouble our efforts to do so, in the process creating millions of high-paying jobs that can’t be outsourced.

One way to finance the massive rebuilding effort that is needed is through a national infrastructure bank.27 Modeled after the European Investment Bank, which has been successfully investing in European energy, telecommunications, and transportation infrastructure projects for more than fifty years, the U.S. version would use federal seed money to leverage private dollars for investment in high-priority rebuilding projects across the country.28

An investment of $25 billion in government funds could leverage more than $600 billion worth of projects.29 That won’t cover the $2.2 trillion needed to bring our infrastructure up to an adequate condition, but it’s a significant start—and would be a powerful engine for job creation.30

Washington needs to get its act together.31 The creation of a national infrastructure bank was first proposed in 2007. And even though President Obama threw his weight behind the legislation in early 2008, Congress was still holding hearings on the matter in mid-2010. It’s time to up the intensity and move this idea from the drawing-board stage to the action stage, fixing roads, bridges, sewers, and electrical grids and laying high-speed rail tracks.

We also need to pass a comprehensive legislative package to plug the drain of jobs heading overseas. It must include tax credits for companies that keep and create jobs for American workers and close loopholes that encourage employers to ship jobs abroad.

It would also be smart to incentivize green jobs. Investing in renewables will both lessen the likelihood of another disaster, like the BP one in the Gulf, and tap into a multibillion-dollar world market, creating an explosion of well-paying high-tech jobs and nurturing the next generation of job-creating entrepreneurs.

To take just one example, as the rest of the economy was shedding jobs in 2009, the solar energy industry added nearly twenty thousand.32 The Solar Energy Industries Association estimates that the solar industry could add up to 200,000 jobs over the next two years if Congress renews various incentive programs that are expiring in 2010.33

Another way of promoting the green economy would be the creation of a national green bank, which, in the words of John Podesta and Karen Kornbluh of the Center for American Progress, would “open credit markets and motivate businesses to invest again,” and “enable clean-energy technologies—in such areas as wind, solar, geothermal, advanced biomass, and energy efficiency—to be deployed on a large scale and become commercially viable at current electricity costs.”34

Such a bank would help loosen the available credit for small businesses and establish a reliable source of funding for entrepreneurs who wish to devote themselves to green technologies and start-ups.

Reed Hundt, the Federal Communications Commission chair under President Clinton, is the head of a group called the Coalition for Green Capital, whose goal is “to establish a government-run non-profit bank that would fill the void that exists in clean-energy legislation in America today.”35 According to Hundt, a green bank would create “about four million jobs.”36 Hundt’s proposal has been included in several House and Senate climate and energy bills. And he is in talks with state governments to help them set up their own green banks.

Small businesses have long been the biggest creators of American jobs. According to a May 2010 report by the Congressional Oversight Panel, “More than 99 percent of American businesses employ 500 or fewer employees … and create two out of every three new jobs.”37 And there are many ways we can help support them: Expand the Small Business Administration’s lending programs; enact a one-year payroll tax holiday (creating a moratorium on Social Security, Medicare, and FICA taxes that will encourage businesses to hire new workers); offer businesses a tax credit for every job created over the next twelve months; and use bailout funds left in the TARP program to bail out Main Street (via increased lending to small businesses and funding of public services being cut by states and cities).

Even more important than helping small businesses is helping new businesses.38 According to economist John Haltiwanger, a study of the past twenty-five years shows that roughly one out of every three new jobs is created by a start-up company. “These are the rocket ships of the economy,” he says. As reported by Time, from 1980 to 2005, “the typical fifteen-year-old firm added jobs at a rate of 1 percent a year; the typical three-year-old firm at a rate of 5 percent.”

One innovative way of promoting job-creating start-ups is by tweaking our immigration policy. Great ideas arise from all over the world, and if America doesn’t welcome the people with those great ideas and make it easy for them to come here, they will go elsewhere. Indeed, they already are beginning to do so.

Right now, the United States has an immigration limit for skilled workers of sixty-five thousand, with an additional twenty thousand slots for those with advanced degrees from U.S. universities.39 This kind of rigid cap doesn’t make sense in today’s world. The “visa process has been plagued with backlogs resulting from this quota,” says Jonathan Ortmans, a senior fellow at the Kauffman Foundation, a leading center for entrepreneurship. “As a result, high-skilled immigrants are looking for opportunities elsewhere in an increasingly competitive global labor market, taking their innovative ideas with them.” If America is going to remain a First World country, it is going to have to step up the way it competes for first-class talent and ideas.

The people behind StartupVisa.com have a creative proposal for increasing America’s share in the global idea marketplace.40 They want to make it easier for foreign entrepreneurs to come to America and start job-creating businesses. Our current law allows foreign investors to get a visa if they start a business in the United States with $1 million in capital and can create at least ten jobs right off the bat.41 The venture capitalists behind StartupVisa.com want to shift the emphasis from investors to entrepreneurs, providing visas to entrepreneurs who can get funding from American investors. The idea is to reward good ideas instead of just bringing in foreign money. The way the law stands now, by requiring those with good ideas to first get foreign funding, we make it more likely they’ll decide to start their companies elsewhere.

The proposal, the StartUp Visa Act of 2010, is already in the legislative pipeline.42 It is being cosponsored by Senators John Kerry and Richard Lugar. According to the Washington Post, their bill “would create a two-year visa for immigrant entrepreneurs who are able to raise a minimum of $250,000, with $100,000 coming from a qualified U.S. angel or venture investor. After two years, if the immigrant entrepreneur is able to create five or more jobs (not including their children or spouse), attract an additional $1 million in investment, or produce $1 million in revenues, he or she will become a legal resident.”

“At a time when many are wondering whether Democrats and Republicans can come together on anything, there is at least one area where we’re in strong agreement,” wrote Kerry and Lugar in an op-ed. “We believe that America is the best country in the world to do business. And now is the time to reach out to immigrant entrepreneurs—men and women who have come from overseas to study in our universities, and countless others coming up with great ideas abroad—to help drive innovation and job creation here at home.”

The senators see the proposal as a jobs initiative, not an immigration reform initiative. As Kerry put it, “This bill is a small down payment on a cure to global competitiveness.”43

Clearly, when it comes to jobs, there is no lack of ideas. Just a lack of political will.

Yes, many of these job-creating proposals are expensive, but, in the long run, not nearly as expensive as long-term unemployment and the disappearance of America’s middle class.

PERVERTED PRIORITIES: THE REMIX

Any time the idea of funding jobs programs or rebuilding America’s moldering infrastructure is raised, our leaders immediately look at the price tag and go into sticker shock: We can’t afford that! But they never seem to have the same reaction when the defense budget races past $700 billion or when it’s time to sign the next check for funding the wars of choice in Iraq and Afghanistan (2010 price tag? $161 billion).44, 45

A perfect example of this came in May 2010 when, on the same day, the Senate approved a nearly $60 billion funding bill for the war in Afghanistan while the House took a hatchet to a spending bill, cutting out provisions that would have offered $24 billion in aid to cash-strapped states and helped laid-off workers pay for health insurance.46 The juxtaposition spoke volumes about what we’ve come to value in this country.

That’s got to change. As a nation, we need to start redefining the meaning of “national security” by making sure our ports are protected, our railways are secure, and our nation’s nuclear facilities, chemical plants, and storage facilities aren’t vulnerable to attack. And we need to make sure that with all the budget cuts happening in states across the nation, we don’t underfund our police and first responders. We’ve got to stop robbing our homeland security Peter to pay our foreign wars Paul.

For example, we are planning to spend $12.6 billion on ballistic missile defense in 2011.47 For the same amount, we could hire an additional 190,873 police officers for a year.48

So let’s end our disastrous—and Treasury-draining—nation-building forays in Afghanistan and Iraq. And let’s stop making a debate about cutting defense spending an electrified third rail that must never be touched.

There is plenty of fat in the Defense Department. Representative Barney Frank suggests a good place to start cutting: doing away with one prong of America’s hugely expensive nuclear triad—bombers, submarines, and intercontinental ballistic missiles—designed to deal with Cold War–era threats, but still siphoning off twenty-first-century dollars.49 “My radical proposal,” said Frank, “is that we say to the Pentagon that they can pick two of the three, and let us abolish one.”

Targeting Defense Department waste is not the exclusive province of progressives like Frank.50 Senator Tom Coburn, a social conservative and fiscal hawk—and a Republican member of President Obama’s deficit commission—has called for a full audit of spending by the Pentagon. He sums up the need succinctly: “The Pentagon doesn’t know how it spends its money.” In a damning letter to the deficit commission’s chairmen, calling for an audit, Coburn said, “An ethic continues to predominate in the Pentagon that consistently paints an inaccurate picture—one that is biased in the same unrealistic and ultimately unaffordable direction. The errors are not random: actual costs always turn out to be much higher than, sometimes even multiples of, early estimates.” According to a Coburn aide, there hasn’t been a Pentagon audit in fifteen to twenty years because the department’s “books are so disorganized it would be impossible to do.” Not exactly the description you want to hear about a place receiving more than $700 billion in taxpayer money this year.51

Bottom line: We could trim the defense budget, change our national security priorities, and make the nation more secure. Even after cutting billions, defense spending would remain significantly higher, in real dollars, than it was at the height of the Reagan arms buildup.52

As Defense Secretary Robert Gates put it in a speech at the Eisenhower Library (fitting given Ike’s warnings about the military-industrial complex): America cannot survive as “a muscle-bound, garrison state—militarily strong, but economically stagnant and strategically insolvent.”53

SAVING OUR HOMES FROM FORECLOSURE

We cannot truly secure our homeland without also protecting America’s besieged middle class. The best place to start is finding a way to reduce foreclosures, allowing people to keep their homes.

The single most valuable thing the government could do to help people facing foreclosure is to pass a cramdown bill allowing homeowners in bankruptcy to renegotiate their mortgages under the guidance of a bankruptcy judge.

Cramdown legislation, facing intense opposition from mortgage-industry lobbyists, has been repeatedly voted down in Congress.54 But those senators and members of the House representing the interests of average Americans—as opposed to the special interests—need to keep trying. The banks’ resistance to the idea of judicial modification is showing signs of weakening. Some, including Bank of America and Citigroup, have already changed their tune and expressed support for it.55

We should also make it mandatory that homeowners and lenders engage in mediation prior to any final foreclosure.56 A pilot program along these lines, the Residential Mortgage Foreclosure Diversion Program, started in Philadelphia in 2008, has proven very successful in preventing or delaying foreclosures in 75 to 80 percent of the cases that have made it to mediation. Currently, many homeowners don’t even talk to their lenders until they have been foreclosed on—partly because the lenders often make it next to impossible to reach them.57 Or, if your mortgage has been sliced up and sold to speculators, to even find them.

“I’ve been to the City Hall courtroom where the mediation hearings take place,” Senator Bob Casey of Pennsylvania told me, “and they are crammed with lenders and borrowers and counselors and lawyers, and they are remarkably effective.”58

Judge Annette Rizzo, who has been working hard to keep Philadelphians in their homes, told the Philadelphia Daily News: “There is hand-to-hand outreach to each client here.59 There is individual caretaking here. The lender lawyers get to know the homeowners as people here. We put a human face on this and they embrace it. So as I work the room, I feel a humanism here on both sides. If necessary, our volunteer lawyers pick up clients and bring them here. Housing counselors make house calls. Our mission is to save lives, one address at a time.”

The foreclosure prevention program has worked so well in Philadelphia, it has spread to Boston, Pittsburgh, Cook County, Prince George’s County, Louisville, and New Jersey.60 We should take this model and apply it on a national level.

Until we do, we’ll need to rely on officials like Judge Rizzo and Judge Arthur Schack of the New York State Supreme Court in Brooklyn, described by the New York Times as “a judicial Don Quixote, tilting at the phalanxes of bankers, foreclosure facilitators and lawyers who file motions by the bale.”61 Judge Schack regularly refuses banks’ petitions for foreclosure if every “i” is not dotted and every “t” is not crossed. “If you are going to take away someone’s house,” he told the Times, “everything should be legal and correct. I’m a strange guy—I don’t want to put a family on the street unless it’s legitimate.”

His humanity—and his rulings—should become a national model.

GIVING CREDIT WHERE CREDIT IS DUE

We also need to protect middle-class Americans from all the tricks and traps being set by credit card companies and banks. And make no mistake: While the new credit card reform law that took effect early in 2010 reined in some of the industry’s most egregious practices, credit card companies are working overtime to come up with new ways to separate us from our money. So the game of “catch you because I can” continues.

Of course, our elected officials made sure to include some banking lobbyist—designed loopholes in the legislation. For example, the new law still allows promotional teaser interest rates that hook in new customers for a short period of time—before the far higher real rate kicks in.62

As Elizabeth Warren sees it, “That’s exactly the sweet spot for the credit card companies. It’s the person who can just barely make it, who’s lost a job, who’s having trouble finding another job, diligently tries to pay, and struggles to pay.63 Boy, that’s the one you want. And that’s the one you want to hit with 29 percent interest.… Those are staggeringly profitable accounts. I mean, that’s the big bucks. That’s where it happens.”

According to the new law, the credit card issuer needs to give a forty-five-day notification before it raises interest rates.64 But you must stop using the card if you refuse to accept the new rate. And the banks, of course, know the havoc it would create in most peoples’ lives to have to regularly close down their credit cards and seek new ones. However soul sapping it may be, you have to read all the stuff that comes from your credit card company—including the small print about service fees on top of late fees on top of “inactivity” fees. If you can, set up automatic bill pay so you don’t miss a payment. Because fees account for 39 percent of credit card issuers’ revenue, the banks will keep dreaming up new ways to trick us that are not covered, or even contemplated, by existing laws.65

And the new law doesn’t prevent banks from gouging their credit card customers with sky-high interest rates.66 Senator Bernie Sanders, whose attempts at capping credit card interest rates have been voted down by his colleagues, says, “When banks are charging thirty percent interest rates, they are not making credit available.67 They are engaged in loan sharking”—also known as usury.

Throughout history, usury has been decried by writers, philosophers, and religious leaders. Aristotle called usury the “sordid love of gain” and a “sordid trade.”68 Thomas Aquinas said it was “contrary to justice.”69 In The Divine Comedy, Dante assigned usurers to the seventh circle of hell.70 Deuteronomy 23:19 says, “Thou shalt not lend upon usury to thy brother.” Ezekiel 18:8–13 compares a usurer to someone who “is a shedder of blood … defiled his neighbor’s wife … oppressed the poor and needy … [and] committed abomination.” The Koran is equally unequivocal: “God condemns usury.”

We need to return to that approach to outrageous lending practices. We need to once again become a country where it’s not acceptable to financially trick millions of working families, binding them to the whims of bankers who have lost all sight of fairness.

CLOSING DOWN THE WALL STREET CASINO

Right after President Obama’s election, Rahm Emanuel famously declared, “Rule one: Never allow a crisis to go to waste.71 They are opportunities for big things.” But since the financial meltdown, it is actually the very people who created the crisis who have taken advantage of it and achieved “big things”—especially big profits and bonuses.

We obviously need to fix Wall Street. Desperately. And there is much to be fixed. But on a nuts-and-bolts level, the three things we absolutely must do are:


	Regulate all derivatives and other exotic “financial instruments” that played such a big part in the meltdown and have turned Wall Street banks into much shadier versions of a Las Vegas casino (at least in Vegas, you know the odds going in).


	Create a Glass-Steagall Act for the twenty-first century, restoring the Chinese wall between commercial and investment banking.


	Follow the path of Teddy Roosevelt and break up the big banks. It’s essential to end “too big to fail” in order to ensure that taxpayers are not on the hook next time.




Even Alan Greenspan, the oracle of free markets and a longtime cheerleader for banking deregulation, thinks the megabanks are too big.72 In October 2009, he said, “If they’re too big to fail, they’re too big.… So I mean, radical things—you know, break them up. In 1911, we broke up Standard Oil. So what happened? The individual parts became more valuable than the whole. Maybe that’s what we need.”

After the near-collapse of the economy, precipitated by Wall Street, you would have thought that reining in the big banks would have been a no-brainer. But the best Washington can muster are diluted reforms that won’t prevent another meltdown.

Beyond new regulations, we need a new mind-set. We need to think bigger and begin eradicating the culture of greed and corruption that has come to dominate Wall Street. Discussing the economic crisis, Michael Lynton, chairman and CEO of Sony Pictures, told me, “I’m often asked if, given Hollywood’s struggles, I were building a movie studio system from scratch, is the current model what I would build?”

The answer was no.73 Likewise, given the chance to rebuild America’s economy, is the current system, even with a few hundred billion dollars’ worth of patches, the one we would want to build? Of course not. Even Greenspan conceded there was a “flaw in the model.”74 But there’s not a flaw in the model—the model itself is flawed. It’s not that capitalism isn’t working. It’s that what we have right now is not capitalism. What we have is corporatism. It’s welfare for the rich. It’s the government picking winners and losers. It’s Wall Street having its taxpayer-funded cake and eating it, too. It’s socialized losses and privatized gains.

A magnetic compass should always point north; a moral compass should always point out that cheating and fraud are dead wrong. But demanding that companies stop being bad is not enough. We have to demand that they start being good. That has to be the bottom line on financial and corporate reform.

We need to create an economy where productivity doesn’t come at the cost of quality of life. In 1967, speaking at the University of Kansas, Robert F. Kennedy called on Americans to look at our economy in a radically different way.75 “Our gross national product is now over $800 billion a year,” he said, “but that GNP—if we should judge America by that—counts air pollution and cigarette advertising, and ambulances to clear our highways of carnage. It counts special locks for our doors, and the jails for those who break them. It counts the destruction of our redwoods and the loss of our natural wonder in chaotic sprawl. It counts napalm and the cost of a nuclear warhead, and armored cars for police who fight riots in our streets.”

America needs to engage in a similar soul-stirring questioning of many unquestioned assumptions. We need to move from a bottom-line-obsessed corporate culture to a “triple bottom line” approach that calls for corporations to pay attention to both their stockholders and their stakeholders—those who may not have invested money in the company but clearly have a de facto investment in the air they breathe, the food they eat, and the communities they live in.

We can’t afford to just remodel the Wall Street casino. We need to collectively decide that we want to return to being a country where middle-class Americans are put first, and where trickle up—not trickle down—is the economic order of the day.

THIRD WORLD AMERICA WILL NOT BE TELEVISED … IT WILL BE BLOGGED, TWEETED, AND UPLOADED TO YOUTUBE

There is a reason our founding fathers made sure that freedom of the press was guaranteed in the very first amendment. As we’ve seen time and time again, governments—as well as giant corporations and Wall Street banks—are prone to corruption. And when that corruption has metastasized and actually overtaken the political and financial systems, a dogged and independent press becomes more essential than ever.

As Justice Potter Stewart wrote of the Pentagon Papers, “Without an informed and free press there cannot be an enlightened people.” He might have specified a free press not in bed with the government it is supposed to keep an eye on.76 Far too often over the past twenty years, members of the media have traded their independence for an all-access pass to the halls of power.

Don’t forget: With a few honorable exceptions, the media failed to serve the public interest by missing the two biggest stories of our time—the run-up to the war in Iraq and the financial meltdown. In both instances, there were plenty of people who got it right—who saw what was coming and warned about it—but they were drowned out by the thumping sound of journalists walking in lockstep. As a result, we’ve had far too many autopsies of what went wrong and not enough biopsies of what was about to go wrong.

The media is also addicted to covering what Bill Maher describes as the “bright, shiny objects” over here, distracting attention from the real story over there—trivial stories that draw our attention away from harder-to-understand stories, such as what caused the financial meltdown or why Congress isn’t reforming Wall Street.

We saw this last year with the media’s breathless, wall-to-wall coverage of the Balloon Boy nonstory—coverage that continued on for days even after we learned the balloon was empty, with TV anchor after TV anchor expressing deep concern for Attic Boy (a more fitting name since he never was in the balloon).77

Who knew the media was so worried about the welfare of children? Well, as it turns out, their concern extends only to children in certain circumstances—such as when they are thought to be trapped in a runaway balloon. Why do we feel so much for Balloon Boy and so little for the hundreds of thousands of children affected by the financial meltdown and the downward spiral their families’ lives are in?

What if we could repurpose some of that concern for the more than 1.5 million children who are homeless or the 51 percent of homeless children who are under the age of six?78, 79 How about some attention to the 75 to 100 percent increase in the number of children who are newly homeless because of the foreclosure crisis?80 Or the 14 million American children living in poverty?81

If we are going to halt our transformation into Third World America, we need the media to step up to its role as watchdog and storyteller, holding our leaders’ feet to the fire and speaking truth to power. Stories that put flesh and blood on the data connect us with one another and put the spotlight on the effects that lobbyist-driven laws have on the day-to-day lives of middle-class families.

“People work for justice when their hearts are stirred by specific lives and situations that develop our capacity to feel empathy, to imagine ourselves as someone else,” says Paul Loeb, author of Soul of a Citizen, who has been writing about citizen movements for forty years.82 “New information—the percentage of people out of work or children in poverty, the numbers behind America’s record health-care costs, the annual planetary increases in greenhouse gases—can help us comprehend the magnitude of our shared problems and develop appropriate responses. But information alone can’t provide the organic connection that binds one person to another, or that stirs our hearts to act. Powerful stories can break us beyond our isolated worlds.”

Luckily, thanks to the expansion of online news sources, new media platforms such as Twitter and Facebook, and the ever-decreasing size and cost of camera phones and video cameras, the ability to commit acts of journalism is spreading to everyone. As a result, citizen journalism is rapidly emerging as an invaluable part of delivering the news.

Nothing demonstrated the power of citizen journalism better than the 2009 uprising in Iran. People tweeting from demonstrations and uploading video of brutal violence taken with their camera phones were able to tell a story, in real time, that a tightly controlled mainstream media was unable to cover with the same speed and depth.

Citizen journalism often works best when filling a void—attending an event that traditional journalists are kept from or have overlooked—or by finding the small but evocative story happening right next door. People are becoming increasingly creative in exploring ways to find these facts and tell these stories.

New media and citizen journalists are taking traditional journalism’s ability to bear witness, and spreading it beyond the elite few—thereby making it harder for those elite few to get it as wrong as they’ve gotten it again and again.

Our slide into Third World America may not be televised … but it will be blogged, tweeted, posted on Facebook, covered with a camera phone, and uploaded to YouTube. And by shining the spotlight on it, we may be able to prevent it.

II.
ON THE PERSONAL LEVEL: LOOK IN THE MIRROR

There is no doubt: Times are hard. The “new normal” is a punch in the gut, a slap across the face, and a pitcher of icy water dumped on our heads. It’s a chill running up our national spine.

The question is, What are we going to do about it? Are we going to shut off the lights, curl up in a ball, and slap a victim sticker on our foreheads? Or are we going to shake off the blows, take a deep breath, hitch up our pants, and head back into the fray?

Are we going to wallow in despair or rage against the fading of the American Dream?

The preamble to the Constitution starts with “We the People.” And we have never needed the active participation of each one of us more urgently than now.

It’s becoming clearer by the day that we’re not going to be able to rely solely on the government to fix things. Yes, we need our leaders to tackle the things on our “How to Avoid Third World America” checklist. But we can’t save the middle class and keep America a First World nation without each of us making a personal commitment and taking action—without each of us doing our part. We can’t just sit on the sidelines and complain. It’s up to us: We the People.

Leadership is, after all, about breaking old paradigms—about seeing where society is stuck and providing ways to get it unstuck. And right now, the point at which we’re most stuck, the site of the primary bottleneck that prevents us from adequately addressing our problems, is in Washington itself. So the job of getting us unstuck is increasingly going to be the responsibility of those outside that center of power. Learning to mine the leadership resources of ordinary Americans means no longer relying only on elected officials to solve our problems. You don’t have to lead vast nations or command huge armies to make a difference. In looking at the leader in the mirror we are just following that very American urge to take matters into our own hands and get things done.

Tip O’Neill said, “All politics is local.”83 And, in the end, all problem solving is personal. So we have to ask ourselves: What are we going to do to help ourselves—and one another?

Moving your money is a good place to start.

BREAKING UP WITH YOUR BIG BANK

It was a lightbulb moment. A group of us, including economist Rob Johnson, political strategist Alexis McGill, filmmaker Eugene Jarecki, and Nick Penniman of the Huffington Post Investigative Fund, was having dinner, talking about the huge, growing chasm between the fortunes of Wall Street and Main Street, and the outrageous behavior of America’s megabanks—how they’d taken our bailout money but cut back on lending, paid themselves record bonuses, and kept on with all the greedy, abusive, ruthless practices that have earned them billions a year—year after year. We were getting madder by the minute.

Then the lightbulb clicked on: Why don’t we take our money out of these big banks and put it into community banks and credit unions? And why don’t we see if we can encourage everyone in America to do the same thing?

The concept was simple: If enough people who had money in one of the Big Six investment banks (JPMorgan Chase, Citigroup, Bank of America, Wells Fargo, Goldman Sachs, and Morgan Stanley) moved their money into smaller, more local, more traditional community banks and credit unions, collectively we, as individuals, would have taken a big step toward transforming the financial system so it again becomes the productive, stable engine for growth it’s meant to be.84 And since deposit insurance at small banks is the same as at big banks—up to $250,000—there is zero risk involved.85 While it may not be in our power to change the system single-handedly, we do have the power to take our money out of the banks that undermined our economy and move it to more responsible banks to help rebuild it. We don’t have to wait for Washington to act. We can do a complete end run around the closed ecosystem of lobbyists and politicians.

We launched the Move Your Money campaign on the Huffington Post in late 2009, and it took off like wildfire.86 The video Eugene Jarecki made (playing off the classic film It’s a Wonderful Life, where community banker George Bailey helps the people of Bedford Falls escape the grip of the rapacious and predatory banker Mr. Potter) went viral. Bill Maher compared moving your money to ending “a loveless, abusive relationship with your big bank.”87 Media coverage was extensive. Top financial analysts Chris Whalen and Dennis Santiago created a tool that allowed people to plug in their zip codes and quickly get a list of small, safe banks and credit unions operating in their communities. About 2 million people, in every region of the country, ended up moving their money—more than $5 billion in the first quarter of 2010—as did a growing number of cities, states, and large pension funds.88

The idea is neither liberal nor conservative—it’s productive populism at its best—and has been embraced by those on both sides of the ideological spectrum who are sick and tired of the megabanks and are ready to do something about it.

The big banks may still be “too big to fail”—but they are not too big to feel the impact of hundreds of thousands of people taking action to change a broken financial and political system. The key thing is we don’t have to wait on Washington to get its act together.

People from all walks of life have written in to say how empowering the small act of moving their money was. One of them, H. Lee Grove, wrote, “Thank you so much.89 I have been so depressed about the apathy I had fallen into, being able to do nothing as the bully on the playground beat everyone to hell right in front of my eyes, that I would just lie in bed for days at a time. I moved my money to a credit union and I feel fantastic.”

EVERYBODY KNOWS THE DICE ARE LOADED … SO CHANGE THE GAME

Leonard Cohen wrote his classic song “Everybody Knows” in the late 1980s, but it couldn’t feel timelier:


Everybody knows that the dice are loaded
Everybody rolls with their fingers crossed
Everybody knows that the war is over
Everybody knows the good guys lost
Everybody knows the fight was fixed
The poor stay poor, the rich get rich
That’s how it goes
Everybody knows



Knowing that when it comes to getting ahead in America the dice are loaded—and that it’s getting harder and harder to insulate yourself and your family from the consequences of America’s misguided policies—is fostering anger, resentment, cynicism, and despair across the country. But if we’re ever going to change the rigged game, we first have to break that cycle of despair at the personal level. And the greatest antidote to despair is action. Move Your Money is one example.

Another is arming yourself against the predatory behavior of unscrupulous businessmen—especially bankers, mortgage lenders, and credit card companies. This requires becoming smarter and more vigilant about what kinds of companies we give our business to. When it comes to credit cards, pick an issuer—such as a credit union—that’s not busy figuring out ways to get you to pay a 30 percent interest rate or charging every manner of fee and penalty to fatten its bottom line.

Consumer credit unions are not owned by shareholders, who are looking for maximum quarterly profits, but by members, who are looking for stability and service.90 Since their goal is not to maximize short-term profit, credit unions by and large steered clear of risky subprime loans.91 Nearly ninety million Americans belong to credit unions, which usually offer lower fees and higher interest rates on savings.92

Around 70 percent of credit union mortgages are held by the credit unions themselves, as opposed to being sliced up into pieces and sold off on secondary markets for players in the Wall Street casino to bet on.93 (The exceptions are corporate credit unions that began behaving like investment banks and dove into the toxic securities market.)

“A credit union saved me from Bank of America,” wrote Joe McKesson on the Huffington Post.94, 95 “Every day BoA had a way to take some amount of money from me—every day a fee ranging from 25 cents to 35 dollars. Once I went credit union, transparency came back into my life. I woke up with the same amount of money I went to bed with.… The robbery was over. I will never trust a large bank again.”

“All I can say is that nothing beats the personal attention a credit union offers,” wrote Consuelo Flores.96 “It’s the ‘Cheers’ bar where everybody knows your name.”

Deborah Bohn’s nineteen-year-old daughter, who had no credit history, was unable to get a car loan, even when she was offering to put 50 percent down.97 “Our credit union came through for her,” wrote Bohn.

The truth is that millions of people today are unnecessarily losing money every year to banks and other lenders. That is due, in part, to the fact that only 20 percent of households can afford to get quality financial advice.98 But new technology now exists that can change that.

Witness HelloWallet.com, a start-up company that, for a very small fee, acts as an online personal money manager, identifying savings opportunities for its users and alerting them to threats to their financial health before they become economic catastrophes.99 Launched in 2009 with a grant from the Rockefeller Foundation and touted by Bill Clinton, Ernst & Young, and dozens of nonprofits across the country, HelloWallet is giving America something that hasn’t been available before: affordable financial guidance.

The site will automatically find you the best rates on financial products such as mortgages and credit cards and will alert you when your bank tries to increase your rates or charge fees.100 It also makes it easy to create, and keep, a budget: it keeps track of your accounts in a single place, categorizes your spending, and presents you with a breakdown of where you’re spending your money.

Best of all, the site is independent from banks, which means it can help you avoid fees and can give you unbiased guidance about how to make the most out of your money.101 The result is that HelloWallet could, for the first time in a long time, put banks back to work for their customers, saving the public billions of dollars every year.

Another good online tool is Mint.com, a free service that allows you to securely link all of your credit card, loan, bank, and retirement accounts for a great overview of your finances.102 The site also helps you to budget your spending with tools that easily divide your expenditures into a variety of categories, helps you plan the optimal repayment of your debts, and can send you alerts when accounts get low or when certain bills need to be paid.

If you are getting a tax refund at the end of the year, you might want to consider having less money withheld from your paycheck and using the additional cash to pay off debts rather than let the government hold on to it without paying you interest. And it’s important to keep track of your credit report and credit score, which can determine what type of interest rate you are eligible for.103 Also, start making saving a habit—even if you can only save a little each month.

In April 2010, President Obama issued a proclamation for National Financial Literacy Month.104 “While our government has a critical role to play in protecting consumers and promoting financial literacy,” the proclamation read, “we are each responsible for understanding basic concepts: how to balance a checkbook, save for a child’s education, steer clear of deceptive financial products and practices, plan for retirement, and avoid accumulating excessive debts.”

On top of this practical caveat emptor advice, perhaps the proclamation should have added “And remember: The people you think of as ‘service providers’ are actually out to get you. They may appear friendly, but they’re not your friends. They’re hoping to hook you and your family into a vicious cycle of debt. This is financial combat. If you want you and your family to survive, you’d better learn how to spot the financial land mines buried in your mortgage and credit card contracts, and keep yourself out of harm’s way.”

I GET KNOCKED DOWN … BUT I GET UP AGAIN

Earlier this year, I was reading Consumer Reports and came across an article offering “10 New Rules for a New Economy.”105 The first seven rules touched on the kind of personal finance tips you’d expect, things such as “assess risk” and “control spending.” But the last three rules caught me by surprise. They were:



8. “Stay healthy. The best investment tip of all is to invest in your health.”

9. “Don’t stress. Forget about your ‘relationship’ with money. It’s just a tool.”

10. “Move on … consider only what you can make or lose going forward, not how much you have lost.”





Or, as Suze Orman puts it, “No Blame, No Shame.…106 The first, and most difficult, step is to absolve yourself and your spouse or partner of any guilt.… Whatever mistakes you feel you have made with money, whatever moves you wish you had or hadn’t made, are irrelevant.” That’s not the kind of counsel you’d normally get from a financial adviser—but it is spot-on. Focusing on the deeply personal aspects of “personal finance” is essential if we are going to effectively navigate these challenging times.

Karen Reivich and Andrew Shatté, authors of The Resilience Factor, have identified resilience as the key to how we deal with what life brings us: “Where you fall on the resilience curve—your natural reserves of resilience—affects your performance in school and at work, your physical health, your mental health, and the quality of your relationships.…107 We all know resilient people. They inspire us. They seem to soar in spite of the hardship and trauma they face.… Resilient people understand that failures are not an end point. They do not feel shame when they don’t succeed. Instead, resilient people are able to derive meaning from failure, and they use this knowledge to climb higher than they otherwise would.

“Resilient people,” they continue, “have found a system—and it is a system—for galvanizing themselves and tackling problems thoughtfully, thoroughly, and energetically. Resilient people, like all of us, feel anxious and have doubts, but they have learned how to stop their anxiety and doubts from overwhelming them. We watch them handle threat with integrity and grace and we wonder: Could I do that?”

Luckily, resilience, like fearlessness, is a muscle we can build up. The more we use it, the stronger it becomes, and ultimately, how we deal with adversity depends on how much we have developed this inner strength.

Dominique Browning, who lost her job as editor in chief of House and Garden, describes the long months after being knocked off her career path: “Privately, I was in a whiplashing tailspin.108 My nightmare had finally come true. For years, I had a profound dread of unemployment that went way beyond worrying about how to pay the bills. I would like to say that this was because of the insecure nature of magazine publishing, but my anxiety had more to do with my own neuroses—though I didn’t think of it that way. Work had become the scaffolding of my life. It was what I counted on. It held up the floor of my moods, kept the facade intact. I always worried that if I didn’t have work, I would sink into abject torpor.”

Indeed, after being fired she went through “months of depressed sloth.”109 But, slowly, she began to take daily walks, sometimes for miles every day, giving herself lectures: “Buck up.110 Just because something has failed doesn’t mean I am a failure. Just because something has ended doesn’t mean it was all a mistake. Just because I have been rejected doesn’t mean I am worthless and unlovable. Sound familiar? It would if you or anyone you know has gone through a divorce. I had hauled myself through one of those many years earlier. This felt like the same thing. Worse. A divorce you choose. Unemployment chooses you.”

Obviously, faith helps people develop the resilience they need in difficult times, but so do simple things such as learning to reduce stress by unplugging and recharging, getting enough sleep, and the walks and daily lectures like Browning gave herself.

Eventually, things turned around for her.111 “I hate to be the one to bring up silver linings, or worse, windows opening while doors are slamming,” she says, but over time she came to feel as if she had grown a new taproot, “one that reaches deeper into nourishing soil. I am more resilient. If I had to pin it down, I would say I finally fell open to the miracle of this world.”

Jim Laman of Holland, Michigan, is another great example of how resilience can get you through tough times. He spent twenty-one years working at furniture manufacturer Herman Miller before he was “downsized” in the economic tailspin that followed 9/11. He found his next job at a smaller company, but in 2006 he abruptly lost it in a mass layoff. “There was absolutely zero warning,” he says. “My benefits ended that night at midnight, as did my pay. I was devastated. Never saw it coming. They even kept the bonus that I had earned for the past year. I was bitter for a long time about that and it still bothers me, as the company was supposedly so ‘family oriented.’ I guess that came with a caveat!”

Laman found another job, this time at a manufacturer of truck transmissions in southwest Michigan. It was sixty-five miles away, but he kept his gas bill down by riding his motorcycle, even through treacherous weather, which saved him about sixty dollars per week. Then, in November 2008, as the economy reeled from the financial crisis, his company issued a round of pink slips—and once again, with just twenty-four hours’ notice and a month before Christmas, he was out of a job.

“It was not a merry Christmas,” he remembers, “but we got a few gifts for the kids and a free tree to put them under. I started selling things on eBay to help make ends meet, and have continued to do so sporadically to this day. Classic Herman Miller furniture is quite valuable, so we sold a few pieces and I parted with a classic Saab and the parts I had collected for it for many years. I’ve sold about five thousand dollars’ worth a year on eBay, and it has helped tremendously. In the meantime, my wife lost her contract job at Herman Miller, which was another blow to us. During this time we were very worried about losing our home, and my parents helped us a little. I was so stressed that there were days I wondered if I could go on much longer, frankly. Unemployment benefits and the remainder of our retirement savings got us through. I looked into selling blood, any sort of factory work, doing odd jobs, anything for some income … but no takers.”

He filled out almost five hundred job applications. Frustrated, Laman broadened his search, first to Indiana, and then as far as Chicago, where he finally received an offer in mid-March 2009. In a complete upheaval of his life, he accepted the job.

“Soon after, I found a room to rent up in Evanston, about six miles north of where I work, and I still live there. I commute home to Michigan every Friday night, returning on Sunday evenings, so weekends are rather short, but we are making it work. People thought at first that my wife and I were separated or getting a divorce. But no, we are fine. We just live in different states! Kind of funny really, but I got a better cell phone plan and with that and email, we stay in fairly good communication. At times, I find out what is going on via Facebook, too! … I think it is about attitude and priorities: If you go in with a good attitude, good things will come your way. As a result I am involved in many things that I never would have done before, including company volunteer work, a softball league, and exploring the city on my own on my motorcycle. All new stuff—and kind of fun. Things I never would have imagined doing back in 2006 when I lost my job.”

For many left jobless by the recession, resilience has meant hitting the books, so as unemployment rose, college enrollment—particularly at community colleges—also increased. When Patty C., a director of service for a health-care company in Denver, Colorado, was laid off from her job in June 2009, for example, she kept herself busy for the six months she spent unemployed by earning new certifications and heading back to school for a degree in health-information management. For Patty, losing her job was a chance to sharpen her skills and upgrade her qualifications: “We have spent our lives dedicated to the companies we worked for,” she said. “Now is the time to focus on ourselves and rethink our next career move.” Unemployment also forced Patty to slash her family’s expenses, which she did with the guidance of coupon blogs and websites dedicated to frugality. When she did land her next job, as an operations manager for a nonprofit organization, she said that despite a 25 percent pay cut, she felt “secure about the future,” confident in her ability to get by with less and certain that her new education would “open doors … that were closed before.”

Lesa Deason Crowe, a small business owner who lives in Oklahoma City, Oklahoma, saw the financial crisis nearly destroy her twelve-person advertising firm. “It started in the news,” she recalled. “Every night, there would be another story about the recession, depression. This was in fall 2008. Clients started to get jittery and began to proactively get ready for ‘disaster.’ Part of that planning was to get rid of all the ‘fat’ in their budgets, which in my case meant cutting all advertising, marketing, and public relations work. My lowest point was when three clients quit in one day. I walked in, prepared for a typical monthly meeting, and the next thing I knew I was fired on the spot. Three in a row. Our two largest clients and our fifth largest. Gone.”

She tried to keep her prized employees busy, but she couldn’t shield herself from worry, which kept her up nights. “My husband was in Iraq, my son would be asleep, the house was clean and I would lie there awake, staring at the ceiling, unable to sleep. Something like this haunts you. I worried about the people I work with, as well as my clients, because I care for them, they’re friends. I worried about the bills, about my business, about absolutely everything.”

Things finally started to take a turn for the better when Lesa got involved with the Rural Enterprises’ Women’s Business Center in Oklahoma City. “One of the ladies in my peer advisory group leaned over and handed me a business card. ‘Here’s a heck of a client for you,’ she said. It turned out to be the biggest client I have.” Soon after, her former clients began to trickle back. “It took about a year but every client but one has returned.” Lesa credits the Women’s Business Center and the women she met there with helping her keep both her business and her sanity.

Lesa draws inspiration from her mother, who divorced in 1964 with four daughters under the age of seven. “Every day I saw this magnificent woman with a college degree do everything from taking in sewing to working at a canning factory. She used to say: ‘How do you clean up the house? Well, you pick up one thing and put it away. You pick up another thing and put it away. You do that again and again and soon your house is clean.’ The same thing is true in business. We get so scared and we sit there, bummed out. You have to look up and say, even if I do something very, very small, I’m going to keep plugging along and accomplish something today!”

FINDING THE SILVER LINING

“When you are helping others, you are helping yourself.” It’s amazing, when hearing stories of resilience, how often that sentiment pops up.

It’s an unexpected twist: Taking the one thing you have an abundance of when you are out of work—time—and using it to help others turns out to be remarkably empowering and energizing. Moving beyond a sense of helplessness to make a difference in the lives of others—whether working at a food bank, delivering meals to seniors, or mentoring a child—can transform our experience of even the most stressful times. The consequences of being jobless are not just economic—they’re also psychological. And the psychic toll is greatly lessened by taking a look outside ourselves and finding ways to serve others even less fortunate. It can bring both perspective and meaning to our lives. Plus, evidence shows that when we look outward, reach out, and connect—especially in times of trouble—good things follow.

Take the case of Annette Arca, a Las Vegas commercial real estate professional.112 After she lost her job, she began to spend some of her newfound free time volunteering in her community. Even though she couldn’t afford to make the payments on her town house, she figured there were still people in worse situations who needed help, so she set aside a chunk of hours each week to help deliver lunches to medical centers and work with homeless families. “It’s a great opportunity to get involved, to help other people,” she told the Las Vegas Review-Journal. But volunteering also lent Arca a sense of purpose and positive outlook that complemented her job search. “If I’m negative, nothing’s ever going to happen for me,” she said.

Then there’s Seth Reams, who lost his job as a concierge in December 2008.113 He took an energetic approach to his job hunt, circulating his résumé to more than three hundred potential employers. But when he got no bites, Reams told KOMO Newsradio in Seattle, he felt useless, “like I wasn’t a member of society anymore, like I wasn’t contributing to [my] household anymore.” Frustrated, he and his girlfriend, Michelle King, who worked as an assistant administrator analyst at a health insurance company, brainstormed ways for him to stay productive during his job search. Together, they came up with We’ve Got Time to Help, an online platform for locals who have extra time—generally people who were laid off—and want to contribute to the community in Portland, Oregon, where Reams and King live. For the blog’s first project, Reams helped a single pregnant woman, who also cared for her three siblings, move furniture into her home. More projects soon followed: painting a room in a battered-women’s shelter, teaching refugees how to drive, helping a needy family repair the roof on their home.114 Within sixteen months of the site’s launch in January 2009, We’ve Got Time to Help assembled more than a hundred volunteers, who’ve assisted hundreds of struggling locals.

“People call us with tales of hunger, home loss, job loss, personal loss, and myriad difficulties,” Reams and King wrote on their blog in May 2010. “But, most still have hope. Hope that things will change. Hope that times will get better. Hope that their situation will get better. Hope that someone still cares. And if someone calls us that seems to have lost their hope, we do our best to give them a little. We tell them that we will do everything in our power to help them. We will not walk away from them. We will stand by them in their darkest hour.”

“The ultimate measure of a man or woman,” said Martin Luther King, “is not where he stands in moments of comfort and convenience, but where he stands at times of challenge and controversy.”115

LESSONS FROM THE FINANCIAL FOXHOLE

After spending months embedded with a thirty-man platoon in Afghanistan’s remote Korengal Valley, Sebastian Junger, who wrote War based on the experience, says that he was struck by how, after being put through “the worst experience possible,” soldiers often miss it upon returning home.116 It’s not because they are adrenaline junkies, he says. They are addicted to the brotherly love. “Every guy in that platoon was necessary to everyone else and that necessariness, I think, is actually way more addictive than adrenaline is,” says Junger. “You have an unshakable meaning in a small group that you can’t duplicate in a society.”

We actually can duplicate “unshakable meaning” and “necessariness” outside the battlefield. Indeed, we have to. In times of mortal danger, soldiers unconsciously create a sense of purpose and community and kinship. Right now, the perils we are facing here at home are not as tangible and deadly as those faced by our soldiers in Afghanistan. Nobody is shooting at us—and I don’t mean to draw an equivalency to the lethal threats our men and women in uniform are bravely facing every day. But twenty-six million people are unemployed or underemployed, and over 4 percent of U.S. workers have been unemployed for more than six months—nearly twice the percentage it was back in 1983.117, 118 Forty-six percent of the unemployed have been out of work for over six months; 23 percent have been unemployed for a year or more.

And more and more people are entering the ranks of “the 99ers”—those who have been unemployed for ninety-nine weeks, after which all unemployment benefits end.119 Since Congress has been unwilling to extend benefits beyond that point, by the end of 2010 over a million people will likely have exhausted all available benefits. Of course, a third of America’s unemployed never receive any financial support when they lose their jobs; they’re ineligible to receive unemployment benefits.120

Making matters worse, there is a growing—and disturbing—trend among some employers: job listings that explicitly ban unemployed workers from applying, with lines like “No unemployed candidates will be considered at all,” “Must be currently employed,” and “Client will not consider/interview anyone NOT currently employed regardless of reason.”121

“In the current economy, where millions of people have lost their jobs through absolutely no fault of their own, I find it beyond unconscionable that any employer would not consider unemployed workers for current job openings,” Judy Conti, federal advocacy coordinator for the National Employment Law Project, told the Huffington Post. “Increasingly, politicians and policy makers are trying to blame the unemployed for their condition, and to see this shameful propaganda trickle down to hiring decisions is truly sad and despicable.”

Make no mistake: Though it’s not war, it is financial warfare—and there’s an enemy out there that does not wish you well. The bad guys are not firing bullets; they are setting financial traps. Foreclosures continue to surge. Health-care costs are going to continue to skyrocket—even for the insured. And long-term unemployment is going to be a fact of life for the foreseeable future.

The consequences can be far-reaching: A study by researchers at Yale found that “high unemployment rates increase mortality and low unemployment decreases mortality and increases the sense of well being in a community.”122 According to M. Harvey Brenner, one of the study’s authors, economic growth is the single biggest factor in life expectancy. “Employment is the essential element of social status and it establishes a person as a contributing member of society and also has very important implications for self-esteem,” he says. “When that is taken away, people become susceptible to depression, cardiovascular disease, AIDS and many other illnesses that increase mortality.”

So how can we protect ourselves and those close to us? How can we re-create the sense of “unshakable meaning” and “necessariness” Junger describes? How can we create our own bands of brothers—and sisters—in communities all across the country that will give us that sense of purpose and necessariness, and allow us to face down these threats?

The truth is, we are hardwired to seek out unshakable meaning. The longing for necessariness is in our DNA. Fifteen years ago, I wrote a book—The Fourth Instinct—about the part of ourselves that compels us all to go beyond our impulses for survival, sex, and power, and drives us to expand the boundaries of our caring beyond our solitary selves to include the world around us: “The call to community is not a hollow protestation of universal brotherhood.123 It is the call of our Fourth Instinct to make another’s pain our own, to expand into our true self through giving. This is not the cold, abstract giving to humanity in general and to no human being in particular. It is concrete, intimate, tangible.”

This is what the soldiers Junger wrote about were missing when they left the battlefield. And we can create it in our own lives … if we choose to. We must, because it’s difficult to face the perils of our new economic landscape alone. Those of us who are under less of a threat need to reach out to those who have already been ensnared. When soldiers talk about being in a foxhole, it’s always about who they are in the foxhole with—it’s not a place you want to be by yourself. There’s not just strength in numbers—there’s purpose and meaning if we reach out and connect.

As Pablo Neruda said, “To feel the intimacy of brothers is a marvelous thing in life. To feel the love of people whom we love is a fire that feeds our life.124 But to feel the affection that comes from those whom we do not know, from those unknown to us, who are watching over our sleep and solitude, over our dangers and weaknesses—that is something still greater and more beautiful because it widens out the boundaries of our being, and unites all living things.”

THOMAS JEFFERSON WASN’T SUGGESTING WE PURSUE HAPPY HOURS OR HAPPY MEALS

From the beginning, America has been dedicated to “Life, Liberty, and the pursuit of Happiness.” But the signers of the Declaration of Independence assumed that some truths did not have to be proven; they were, to borrow a phrase, self-evident. It was self-evident, for example, that the happiness that was to be pursued was not the buzz of a shopping spree high. It was the happiness of the book of Proverbs: “Happy is he that has mercy on the poor.”125 It was the happiness that comes from feeling good by doing good.

But, in a spiritual fire sale, too often over the past fifty years, happiness has been reduced to instant gratification. We search for “happy hours” that leave us stumbling through life; we devour “Happy Meals” that barely nourish the body. We buy into ads that tell us that there is a pill for every ill and that happiness is just a tablet away.

Faced with hard times, more and more Americans are now choosing to redefine the pursuit of happiness in ways much closer to the original Jeffersonian concept. The widening holes in America’s social safety net make a commitment to service even more urgent. We’ve seen the American people rise to the call of service time and again in times of national tragedy—witness the outpouring of money and volunteerism in the wake of disasters such as Hurricane Katrina, the earthquake in Haiti, or the 9/11 attacks. After 9/11, Americans showed they were eager to work for the common good, to be called to that higher purpose. It was the best of times amid the worst of times.

President Obama doesn’t need to convince the American people of the value of service; his challenge is finding a way to direct that national impulse into an ongoing effort to deal with the dark days we find ourselves in. He’s got the right words: “When you serve,” he said during a commencement speech at Notre Dame, “it doesn’t just improve your community, it makes you a part of your community.126 It breaks down walls. It fosters cooperation. And when that happens—when people set aside their differences, even for a moment, to work in common effort toward a common goal; when they struggle together, and sacrifice together, and learn from one another—then all things are possible.”

But it is going to take more than soaring rhetoric. Every president pays lip service to service. In the immediate aftermath of 9/11, President Bush declared, “We have much to do, and much to ask of the American people.”127 A month later he echoed that theme, saying simply: “America is sacrifice.”128 Of course, the sum total of his idea of sacrifice turned out to be shopping, going to Disney World, and offering tax cuts to the wealthiest Americans.129

And President Obama has yet to turn his words into action and follow through on his promise to emulate FDR’s Civilian Conservation Corps, JFK’s Peace Corps, and LBJ’s Volunteers in Service to America (VISTA). The role that service can—and must—play in addressing the urgent needs our country faces is all the more important among the nation’s young people who were so galvanized by the ’08 campaign, but who will now find it increasingly hard to get a job or to afford to stay in school.

And the demand among young people is growing. In 2009, for example, Teach for America received 35,000 applications for 4,100 positions.130 In 2008, 75,000 AmeriCorps members mobilized and led 2.2 million community volunteers.131 The Serve America Act, introduced by Ted Kennedy and Orrin Hatch, will increase the number of full-time service positions (based on the AmeriCorps model) from 75,000 to 250,000.132 These jobs can have an exponential impact on the recruitment of volunteers.

Among our senior citizens, the payoff from service has also been remarkable. Approximately 280,000 special needs children were mentored by 30,000 Senior Corps “Foster Grandparents” in 2007.133 Eighty-one percent of the children helped by the Foster Grandparents program showed improved academic performance, 90 percent showed improved self-image, and 59 percent reported a reduction in risky behavior.134 And students working with an Experience Corps tutor showed a 60 percent improvement in reading skills over students who were not in the program.135 These volunteers use their skills to help others even while they’re dealing with their own harsh economic realities.

“FIND YOUR OWN CALCUTTA”

When people used to offer to join Mother Teresa in her “wonderful work in Calcutta,” she would often respond: “Find your own Calcutta.”136 That is, care for those in need where you are. Thousands are doing this—finding their own Calcuttas—all across America.

Geoffrey Canada provides a template of how to do it.137 Ever since he returned to Harlem with a master’s from Harvard and a third-degree black belt, he’s been fighting a block-by-block and child-by-child battle against poverty, drugs, gangs, and indifference. Through the Harlem Children’s Zone, he’s turned around lives while reminding America that we have, in too many ways, and in too many places, failed our children.

The nonprofit serves a ninety-seven-block section of Harlem, providing the guidance and personal support that the children there have been missing. Visiting his projects is like going from one healing outpost to another, including a baby college (where the parents of infants are taught the value of reading to their children and of avoiding corporal punishment), a technology center, and an employment center.

A front-line soldier in the battle to save our children, Canada says, “The problem cannot be solved from afar with a media campaign or other safe solutions operating from a distance. The only way we’re going to make a difference is placing well-trained and caring adults in the middle of what can only be called free-fire zones in our poorest communities.”

In 2004, he launched the Promise Academy, the Children’s Zone’s own charter school. As reported by Metro, “In 2008, 97 percent of its eighth-graders scored at or above grade level, compared to only 46 percent of students in area public schools.”138

Canada summed up his “If not us, who? If not now, when?” approach in a poem he wrote in response to Davis Guggenheim’s documentary on the failure of America’s schools. He titled it “Waiting for Whom?”:139


If you asked me where it all went wrong,
And why we find today
That certain children’s lives are ruined,
Broken dreams just tossed away,
I would tell you a tale so sad to hear
You might not believe it’s true.
It’s true, it’s sad, and terribly bad.
The question is: what will you do?



It seems that it is not a crime,
And not against the law,
To miseducate millions of children
As long as they are poor.
You can fail them year after year,
And no one will give a damn.
That is, no one except you and me,
But we’re quiet and injustice stands.



In fact, adults seem to have the right
To get paid while doing harm.
Even if they have slapped and cursed,
And pinched those little arms.
And some do worse, lest we forget,
Those who punch, demean, molest,
And they get to stay, can’t be sent away.
Who supports this system anyway?



I ask who created this broken system,
Where for decades poor children have failed?
And why can’t we change such dysfunction
Where for most, failed schools lead to jail?
And who in the hell defends such a thing,
Where the evidence is clear and true?
I, for one, have said enough is enough,
I hope I can count on you too.



Our children are waiting for someone,
A hero who’s ready to fight.
To end decades of injustice,
To know and to do what is right.
And what I am saying is shocking,
But what I am saying is true.
The hero children are waiting for,
That hero, it’s me and it’s you.



Susie Buffett offers another shining example of finding your own Calcutta.140 Operating in her own backyard of Omaha, Nebraska, the daughter of Warren Buffett has dedicated her Sherwood Foundation—named after the forest of Robin Hood folklore—to caring for those in need in her hometown. Working out of the same building that has housed her father’s company, Berkshire Hathaway, for more than forty years, Susie Buffett has launched multiple initiatives that have had a profound impact on the community. Among them are: neighborhood redevelopment, after-school programming, financial literacy, and a gang-violence intervention program that brings former gang members back to the street to talk to current gang members. It also works with schools to prevent and address school-based violence and gang recruitment.

Susie Buffett started working in her own community as a young girl. “My mother and I,” she remembers, “were stopped by the police more than once for ‘driving while white’ in the housing projects. I was a Head Start volunteer in the sixties (my mother started Head Start in Omaha in our living room—it was the second site in the country), and I taught sewing in the housing projects when I was in high school.”

Buffett’s foundation is also working closely with Omaha’s public schools: updating book collections and improving online databases at every school library in the district; keeping school libraries open during the summer; providing grants for students in grades seven to nine to enroll in summer school; and making it possible for many math and English teachers to augment their teaching skills at conferences and summer seminars.

The Buffett Early Childhood Fund focuses on ensuring “a more level playing field for all children as they enter kindergarten” with the goal of redefining education in America to encompass the first five years of life. “When my parents set up the three foundations for my brothers and me in late 1999, I decided that I wanted to work with the Omaha Public Schools,” Buffett told me. “I went to see Dr. Mackiel, the superintendent, and told him that I had this money and wanted him to think about what we could do with it. He said, ‘Don’t give it to me. Figure out who is doing the best work in early childhood and do something for the poorest kids so that they enter kindergarten prepared.’ ” The result, Building Bright Futures, is a nonprofit seeking to “improve academic performance, raise graduation rates, increase civic and community responsibility and ensure that all students are prepared for post-secondary education by developing partnerships with existing providers and creating new evidence-based programs to develop a comprehensive, community-based network of services.”141

As we struggle to return our economy to full capacity, we also need to make sure that our communities are operating at full capacity: Our full capacity of giving. Our full capacity of service. Our full capacity of compassion.

EMPATHY FOR THE (BE)DEVIL(ED)

In The Empathic Civilization, Jeremy Rifkin describes empathy as “the willingness of an observer to become part of another’s experience, to share the feeling of that experience.”

Unlike sympathy, which is passive, empathy is active, engaged, and dynamic. New scientific data tells us that empathy is not a quaint behavior trotted out during intermittent visits to a food bank or during a heart-tugging telethon.142 Instead, it lies at the very core of human existence.

Since the economic crisis, the role empathy plays in our lives has only grown more important. In fact, in this time of economic hardship, political instability, and rapid technological change, empathy is the one quality we most need if we’re going to flourish in the twenty-first century. “An individual,” said Martin Luther King, “has not started living until he can rise above the narrow confines of his own individualistic concerns to the broader concerns of all humanity.”143

In the fall of 2009, the Huffington Post published a story about Monique Zimmerman-Stein, a mother who suffers from Stickler syndrome, a rare genetic condition that leads to blindness. Though almost completely blind, she abandoned the treatments that might have saved her eyesight so that she and her husband could afford medical care for their two daughters, who were also diagnosed with the disorder.144 The regular injections Monique needed cost $380 each, even after the family’s insurance paid its share, and she and her husband were already drowning in medical debt. Sacrificing her own treatment, she said, was “a choice any mom would make.”

The Stein family’s story struck a chord with readers, many of whom wrote asking how they could help.145 In response, we designed a fund-raising widget, providing readers who wanted to contribute to the Steins a quick and easy way to give. Within a week, we had raised more than $30,000 to help the family pay down its medical bills. “I was flabbergasted, overwhelmed, overcome,” Monique said of the donations. “So many people are having a hard time. The fact that they would give something to us is an amazing gift.” Gary, Monique’s husband, echoed her gratitude. “We’ll do whatever we can to pay it forward,” he said.

“We are on the cusp of an epic shift,” writes Jeremy Rifkin.146 “The Age of Reason is being eclipsed by the Age of Empathy.” He makes the case that as technology is increasingly connecting us to one another, we need to understand what the goal of all this connectivity is. “Seven billion individual connections,” he says, “absent any overall unifying purpose, seem a colossal waste of human energy.”147

That sense of purpose, which must include expanding the narrow confines of our own concerns, can have powerful social implications. Dr. King showed that for a social movement to become broad-based enough to produce real change, it must be fueled by empathy.

In his 1963 work “Letter from a Birmingham Jail,” King lamented the failure of “the white moderate” to “understand that the present tension in the South is a necessary phase of the transition from an obnoxious negative peace, in which the Negro passively accepted his unjust plight, to a substantive and positive peace, in which all men will respect the dignity and worth of human personality.”148

King understood that he needed to tap into the empathy of whole constituencies that would not themselves be the direct beneficiaries of the civil rights movement. He set about making a compelling moral case by forcing many in white America to see for the first time that millions of their fellow citizens were effectively living in a different world—a different America—than they were. He created pathways for empathy and then used them to create a better country for everybody.

Conservative commentator Tony Blankley once remarked—only half-seriously—that “evolution, cruel as it is, determined that empathy is not a survival trait.” If you’ve been paying attention to the actions of many of our CEOs—from those running big banks to those running Massey Energy and BP—you would be inclined to agree.149 But if we are to continue as a thriving democratic society, we will need all the empathy we can get. Without it, we’ll never be able to create the kind of national consensus required to tackle the enormous problems that face us, rescue the middle class, and stop our descent into Third World America.

As America’s Misery Index soars, so must our Empathy Index.150

THE EMPATHY INDEX: FROM THE LOCAL TO THE VIRTUAL

“We have to lean on one another and look out for one another and love one another and pray for one another,” Barack Obama said when he delivered the eulogy for the fallen West Virginia miners in April 2010.151 This is a call that transcends left and right political divisions.

David Brooks has written about the need to replace our “atomized, segmented society” with a society “oriented around relationships and associations”—an approach advocated by conservative British writer Phillip Blond in his book Red Tory.152 “Volunteering, especially among professional classes and the young,” Blond wrote, “has doubled in recent months”—proof, he suggests, that “the wish to make a difference is a common and rising aspiration.”153

Those who are working to address the devastation in their own communities are willing to experiment, try many things, fail, and try again, the way you do when you really care. And there is extraordinary creativity in local philanthropy.

In 2002 in San Francisco’s Mission district, author Dave Eggers and teacher Nínive Calegari opened 826 Valencia, a writing lab that provides free tutoring to local kids and has attracted hundreds of skilled volunteer instructors.154 Offering drop-in, one-on-one instruction with a focus on the creative and fun aspects of writing, as well as other learning programs including field trips and in-class learning, 826 Valencia has since fanned out across the country, opening chapters—and enlisting volunteer tutors—in Los Angeles, New York City, Michigan, Seattle, Chicago, and Boston.

In Brooklyn, New York, FEAST (Funding Emerging Art with Sustainable Tactics) hosts volunteer-prepared dinner parties in a church basement, where locals are invited to pitch ideas for community art and improvement projects.155 The 250+ dinner-goers pay ten to twenty dollars to attend the fetes, where they feast on local food, listen to live music, socialize, and vote on their favorite proposals. At the end of the dinner, FEAST organizers present the winner with the prize money, raised from that night’s admission proceeds, for the implementation of the project.

Matthew Bishop, U.S. business editor for the Economist, in his book Philanthrocapitalism, explored how this moment of crisis for capitalism and philanthropy could be used to transform both—how capitalism could be imbued with a social mission, and philanthropy could be reinvigorated with the best practices of capitalism.156 And in seeking to blend the efficiency of enterprise with the benefits of philanthropy, the burgeoning social entrepreneurship movement does precisely that. Social entrepreneurs pinpoint social problems and, rather than waiting for government action, apply market principles to solve them in original ways.157 Supported by investment funds from organizations such as Echoing Green, Ashoka, and Investors’ Circle, trailblazing social ventures are reenvisioning the way social change happens, not only abroad, but here at home, too.

Providing microcredit to small businesses is an innovation for which Muhammad Yunus won the Nobel Peace Prize in 2006.158 In 2008, Yunus’s Grameen Bank opened a branch in New York.159 In 2010 it opened a branch in Omaha, Nebraska.160 The Grameen Bank’s slogan: “Banking for the unbanked.”161 Hoping to serve one million American entrepreneurs, Grameen America plans to expand into more than fifty cities across the country, including Washington, D.C., and San Francisco.162 A practice most closely associated with helping struggling Third World countries has now arrived in America. By February 2010, the New York branch had extended loans to 2,500 clients, mostly women. The average loan amount is $1,500 (no collateral necessary) and more than 99 percent of the recipients make their payments on time.163

Grameen Bank is not the only organization committed to providing microcredit to small businesses here at home. Since 1991, ACCION USA has lent over $119 million, in the form of more than 19,500 small-business loans, to low- and moderate-income entrepreneurs.164 Luis Zapeda Alvarez, for example, who was once homeless and out of work, now runs his own business delivering baked goods to New York City restaurants and delis—in large part due to the assistance he received.165 After banks refused to lend him start-up capital, Alvarez approached ACCION and borrowed enough money to buy the delivery truck he needed to get his business off the ground. When his truck needed new insulation, ACCION USA helped him secure a $5,600 loan to make the improvements. Alvarez’s business has expanded to three daily delivery routes—he’s now so busy that he had to hire a part-time employee—and his success as an entrepreneur has helped cement his relationship with his children.

Another New Yorker, Lyn Genet Recitas, opened Neighborhood Holistic, a yoga studio and spa, in Harlem with the help of a microloan from ACCION USA.166 Within a year, the studio was profitable, and Recitas expanded her venture, bringing on twelve part-time employees and providing yoga scholarships for low-income community members.

Some of the most exciting social advocacy and “citizen philanthropy” is happening on the Web. DonorsChoose.org, for example, invites public school teachers from around the country to post funding proposals for classroom needs. Users browse the listings—for things such as notebooks and pencils, LCD projectors for math instruction, or mirrors so that art students can practice drawing self-portraits—and donate however much they’d like to their chosen projects.167 By May 2010, just a decade after the site was started by Bronx high school social studies teacher Charles Best, DonorsChoose.org had raised over $52 million across more than 130,000 different proposals.

In Connecticut, Web developer Ben Berkowitz has launched SeeClickFix.com, which invites users to post nonemergency problems in their neighborhoods, such as a broken streetlamp or a potholed road.168 Other community members are encouraged to chime in with solutions; sometimes neighbors reply with fixes within minutes. With SeeClickFix.com, citizens can more rapidly identify and repair local problems to improve their neighborhoods and, by extension, the entire country.

Using the backbone of social networking to help people connect and find service opportunities that fit their specific abilities and aspirations is the idea behind All for Good, launched in 2009 by Google engineers (using the company’s “20 percent” philosophy that allows employees to spend one day a week working on passion projects).169 The goal was to apply the power of the search engine to service and volunteerism and put social media—including Facebook Connect and Google Friend Connect—at the service of service. Among the initiatives is Cities of Service, which makes it easier for mayors across America to use the Web to promote volunteerism opportunities in their communities.

Social media sites are also being used to create a sense of community to see us through these dark economic times and help us transcend feelings of being victimized and powerless. At sites such as Recessionwire.com, LayoffSupportNetwork.com, LayoffSpace.com, HowIGotLaidOff.com, and The The405Club.com, job seekers share tips about finding work and getting by, and safely voice anxieties and fears about the future. Others have reported landing jobs by using Web stalwarts such as Facebook and Twitter to informally network with friends and associates.

When television journalist Andrea McCarren was abruptly laid off from her job at ABC affiliate WJLA-TV in Washington, D.C., her first move was to update her Facebook status.170 “Andrea McCarren was just laid off, and is enormously grateful for her 26-year run in television news,” she wrote. Her friends and former colleagues were immediately made aware of her job loss—and they responded with an outpouring of support, spreading the news via Twitter. “Social media, I learned that day, was like a wildfire, spreading rapidly across the Internet, with little possibility of containment,” McCarren wrote in a March 2010 piece for Nieman Reports. “My Facebook posting immediately led to a flood of phone calls, condolence e-mails, and job leads. A Facebook friend I’d met in person just one time introduced me to a high-profile CEO and entrepreneur who flew me to California for a job interview the next week. Former colleagues and even several interns I’d mentored in the past spoke to their bosses and paved my way into their news operations within days. No one was hiring but it boosted my spirits to make so many contacts.” McCarren and her husband, “awed by the compassion and kindness of Americans who wrote,” were inspired to launch Project Bounce Back, an online community centered around stories of resilience in times of economic hardship. The project eventually sent the McCarrens and their three children on the road, traveling around the country and chronicling tales of American hope and vitality.171

Taken together, these efforts, and thousands of others like them, are helping turn the country around. And it would be great if more of America’s super affluent—the wealthiest 1 percent, who hold 35 percent of the nation’s wealth—also tapped into their reserves of empathy and acted on Andrew Carnegie’s assertion that “he who dies rich dies disgraced.”172, 173

That’s a sentiment that Bill Gates and Warren Buffett clearly share. The pair has launched The Giving Pledge, a campaign to convince the world’s billionaires to give at least 50 percent of their money away.174 Buffett has promised to give 99 percent of his roughly $46 billion to charity; Gates has made a similar pledge.175 And others are starting to join in, including Michael Bloomberg, who, echoing Carnegie, says: “I am a big believer in giving it all away and have always said that the best financial planning ends with bouncing the check to the undertaker.”176 If The Giving Pledge catches on, Gates and Buffett believe they can generate $600 billion for philanthropic causes.177

At the tail end of the last Gilded Age, the opulently rich—men like Andrew Carnegie, Cornelius Vanderbilt, John D. Rockefeller and Andrew W. Mellon—led a nationwide wave of philanthropy. If Buffett and Gates are successful, as our own Gilded Age nears its end, a second great wave of giving is coming. And it couldn’t be more timely.

HOPE 2.0

The 2008 election was all about “hope.” But just hoping that our leaders in Washington will somehow miraculously start doing the right thing—especially when they are locked inside a system with overwhelmingly powerful incentives to do the wrong thing—simply won’t cut it.

What we need is Hope 2.0: the realization that our system is too broken to be fixed by politicians operating within the status quo, however well intentioned. Change is going to have to come from outside Washington. But no fundamental political change can be accomplished without a movement demanding it. As Frederick Douglass put it, “Power concedes nothing without a demand; it never did and it never will.”178

The perfect example of this came in March 1965.179 In an effort to push for voting rights legislation, Martin Luther King met with President Lyndon Johnson. But LBJ was convinced he didn’t have the votes needed for passage. King left the meeting certain that the votes would never be found in Washington until he turned up the heat in the rest of the country. And that’s what he set out to do: produce the votes in Washington by getting the people to demand it. Two days later, the “Bloody Sunday” confrontation in Selma—in which marchers were met with tear gas and truncheons—captured the conscience of the nation. Five months after that, on August 6, LBJ signed the National Voting Rights Act into law, with King and Rosa Parks by his side.180

At that March meeting, LBJ didn’t think the conditions for change were there. So King went out and changed the conditions.

Similarly, before the start of WWII, legendary labor leader A. Philip Randolph, president of the Brotherhood of Sleeping Car Porters, lobbied FDR to promote equal employment opportunities in the defense industry. Roosevelt was sympathetic but made no promises.181 Randolph responded by taking his cause to the American people, organizing a massive march on Washington. Concerned about the impact the march would have on the country’s wartime morale, Roosevelt got Randolph to call it off by issuing an executive order banning discrimination in defense industries and creating the Fair Employment Practices Committee to watch over hiring practices.

In recent decades the system has gotten only more rigged and the powers that be more entrenched. The ability of special interests to thwart meaningful change has never been stronger. And the reason we are given—time after time after time—for why we can’t have fundamental reform? What else: The votes just aren’t there!

That’s where Hope 2.0 comes in. If the votes aren’t there, the people need to create them. If politicians put their finger in the wind to see which way it’s blowing before deciding what to do, well, let’s change the direction of the wind.

In the early days of the financial crisis, as I looked at the tone-deaf response of Wall Street, including former Merrill Lynch CEO John Thain and his now infamous $1.2 million office redecoration in the midst of the economic collapse, I thought of Thain and his Big Banking brethren as the Marie Antoinettes of the meltdown.182 They just didn’t get it.

Little did I realize just how small-scale Thain’s outrages would seem and how much worse things would get in the ensuing months. Goldman Sachs’s Lloyd “Doing God’s Work” Blankfein, BP’s Tony “I’d Like My Life Back” Hayward, and their fellow too-big-to-fail CEOs—with their utter cluelessness about the public’s anger over what they’ve done and continue to do—take “not getting it” to a whole other level.183, 184

Luckily for them, society has evolved, and we express our anger differently than we did in Marie Antoinette’s day. “Off with their bonuses” is a lot less painful than “off with their heads.” But the question is, can the American people’s righteous—and entirely justifiable—rage be productively channeled to produce a real movement for reform, or will it be hijacked by dangerous demagogues, with whatever is left over co-opted by agents of the status quo in Washington?

In 2004, hope was ignited by an unknown state senator standing up and proclaiming that we are not blue states and red states, but one people who can only solve our problems together.

In 2008, hope was about crossing our fingers and electing leaders who we thought would enact the change we so desperately need.

Hope 2.0 is about creating the conditions that give them no other choice.

THE CHOICE IS OURS

Clearly, we all have a lot of work to do—both on ourselves and on our country. The good news: Real change, fundamental change, is possible, but only if we recognize that democracy is not a spectator sport—and get busy.

President Obama has said that we find ourselves at “a rare inflection point in history where the size and scope of the challenges before us require that we remake our world to renew its promise.”185

So, as we stand at this inflection point and gradually move from what Jonas Salk called Epoch A (our survival-focused past) to Epoch B (our meaning-focused future), we have to ask ourselves what this remade world will look like.

Will it be a place where economic opportunity is once again real for everyone, not just the economic elite?

Will it be a place where greed and selfishness are no longer rewarded and “the least among us” are given a helping hand, rather than the back of it?

Will it be a place where bridges are fixed before they collapse, and students aren’t allowed to founder in failing schools?

Will it be a place where the public interest once again trumps the special interests, and public policy is no longer auctioned off to the highest bidder?

Will it be a place where transparency reigns and backroom deals are banished from the halls of power?

Will it be a place where Main Street replaces Wall Street as the center of the economic universe?

Will it be a place where the middle class no longer has a bull’s-eye on its back and the American Dream is more than just a hallucination or a distant memory seen only in our nation’s rearview mirror?

   The choices we make—both as individuals and as a society—will determine whether America becomes a Third World country or the “more perfect union” our founding fathers envisioned.

The moment to act is now. Inflection points in history don’t come along very often.186
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Few will have the greatness to bend history itself, but each of us can work to change a small portion of events and in the total of all those acts will be written the history of this generation.187

—ROBERT F. KENNEDY



So often, our desire to take action gets derailed by our uncertainty over exactly what action to take, and how to best make a difference. To bridge the gap between intention and involvement, we’ve created a section on the Huffington Post where you can find out more about what you can do to help make sure we never find ourselves living in Third World America. Go to www.huffingtonpost.com/ThirdWorldAmerica—and get involved.
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