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TO LAURA






 INTRODUCTION

THE AMERICAN RECOVERY AND REINVESTMENT ACT was the largest economic recovery plan in history. Better known as “the stimulus,” the $825 billion package passed in February 2009 included a mixture of tax cuts, safety net spending, and long-term investments in renewable energy, education, and infrastructure. Adjusted for inflation, it was nearly five times more expensive than the Works Progress Administration (WPA), credited with easing if not helping to end the Great Depression. The stimulus cost more than it did to fight the Iraq War from 2003 to 2010. It was bigger than the Louisiana Purchase, the Manhattan Project, the moon race, and the Marshall Plan to rebuild Europe after World War II. When the various extensions of stimulus provisions are taken into account, the recovery program cost well over a trillion dollars.

Seventy-five years from now, historians will still be debating the effect the federal stimulus package had in ameliorating the Great Recession, just as they do now with the New Deal. Economists and nonpartisan forecasting firms estimate that the Recovery Act created and saved 2 million to 3 million jobs. Without it, they say, the unemployment rate would have reached 12 percent and lingered in the double digits until 2012. When the last dime is spent, more than 41,000 miles of roads will be paved, widened, and improved; 600,000 low-income homes weatherized and made more energy-efficient; over 3,000 rural schools connected to high-speed Internet. A relatively small pot of education grants goaded thirty-two states to enact major reforms, such as tying teacher pay to student performance or lifting caps on charter schools. At least thirty states liberalized unemployment laws, such as opening up benefits to part-time workers, those in job training, or people who left the workforce to care for a sick relative. The stimulus created an unprecedented buzz around clean energy, popularizing the term “green jobs,” and turning attention to  solar panels, wind turbines, electric cars, weatherization, biofuels, smart energy meters, and high-speed rail.

The Obama administration kept its own stable of superlatives on hand to describe the Recovery Act in speeches. The largest investment in education in American history. The largest investment in clean energy in American history. The most progressive tax cuts in American history. The biggest public works plan since Eisenhower approved the Interstate Highway System in the 1950s. The largest boost to biomedical research in history. The new Department of Homeland Security headquarters was the largest federal building project since the Pentagon.

Despite all these honorifics, the Recovery Act did not bring about a strong, sustainable recovery. More than four years since the start of the recession, the economy remained horrendous. Businesses were reluctant to hire. Foreclosed homes sat empty. Infrastructure was still crumbling. With nearly all the money spent, the unemployment rate was 9 percent. Including those who had settled for part-time jobs or given up, it was more than 16 percent. The middle class and the working poor were increasingly unable to make ends meet. And nothing political leaders tried seemed to get us out of the ditch.

For all its promise, the federal stimulus package became one of the most reviled pieces of legislation in recent memory. Conservatives branded it a flop and a porkfest, a radical takeover of the economy that discouraged businesses from investing and that would saddle our grandchildren with crippling debt. Liberals cried that the stimulus was too small, a flimsy and visionless cave-in to Republicans as part of a foolish foray for bipartisan support. With such polar polemics dominating the TV, radio, and Twitter, it’s been difficult for ordinary Americans to know what to make of what the government did with the taxpayers’ dime. Where did all the money go? Was the stimulus too big or too small? Did it pull us back from the brink or push us deeper into the abyss? Somewhere in between these simplified extremes lies the truth.

The stimulus was designed in three parts. First, a flood of money in tax cuts, food stamps, and unemployment checks would get consumers spending. An even greater deluge of education and health  care money would stop the bleeding in state budgets. Then, a wave of “shovel-ready” infrastructure projects would kick in, creating new jobs repaving roads and making homes more energy efficient. As the economy got churning again, new investments in wind farms, solar panel factories, electric cars, broadband, and high-speed rail would lead America out of the recession and into a twenty-first-century economy competitive with the rest of the world.

But it didn’t happen like that. The White House’s economists, like nearly every forecaster, misread the recession. The state assistance wasn’t enough to plug the budget holes and, in many cases, the school aid merely delayed rather than prevented teacher layoffs. Infrastructure projects took months longer to break ground than the public had been led to believe. Such recovery as there was seemed weak, and investments in new technologies were decades away from rebuilding a manufacturing base for working Americans.

With these disappointments, the stimulus left a lasting impression on politics. Already seething from the bank bailout, the rush of public spending pushed small-government supporters over the edge, leading to Tea Party protests across the country. The early activism allowed like-minded people to find each other, organize the tax-day rallies, and coalesce into a movement that acquired more momentum as it confronted the health care reform bill in the summer and fall of 2009. In the midterm elections, Republican and Democratic shoo-ins became pariahs. Suddenly, the time-honored distinction of bringing money back to the home district became a liability. And an era of federal spending on America’s greatest challenges seemed to come to an end.

A common theme in the news coverage was that the White House bungled the message on the stimulus. This is partly true. The emphasis on shovel-ready infrastructure inspired visions of the New Deal and created the impression that the stimulus was largely a public works package. It wasn’t. But the administration spent little time showing off the areas where more money was spent: the teacher whose job was saved, the middle-class family whose taxes were cut. Since the stimulus passed, Obama administration officials have gone on more than four hundred trips to attend groundbreakings, announce funding, and  otherwise promote the stimulus. Each time, they told the story of a president who put Americans to work, pulled the country back from the brink, and invested in the future. The Obama team had a far better narrative, but the Republicans had better talking points. And in a world where more and more Americans got their news in 140-character chunks and in the extremes of cable TV and blogs, the story didn’t matter. It was the uppercut that counted.

The bigger problem was that so much of the stimulus was invisible. More than half of the package was in tax cuts and safety net programs. The largest single item in the Recovery Act was a $116 billion tax credit for the middle class. Rather than handing out checks, the economic team felt people were more likely to spend it if they didn’t notice it. So instead, it was spread out in paychecks at about $10 a week. It worked. People didn’t notice it. It was also difficult to imagine the world that might have been if there had been no stimulus. If a teacher was in the classroom, no one gave the administration any credit. Money for Medicaid, unemployment checks, and food stamps meant that somewhere down the line, a nurse and a grocery clerk kept their jobs. But it was hard to see the connection.

Of the parts that were visible, it often seemed that the stimulus was providing money for everything. Instead of investing in a few marquee projects, Congress tried to make the stimulus a cure-all. There was money for every one of society’s ills, from cancer to co-gongrass, from ailing infrastructure like bridges and rails to invasive species like Asian carp and Russian olive trees.

Critics seized upon the stimulus for silly-sounding projects: turtle tunnels, electric fish displays, and research involving monkeys and cocaine. But Earl Devaney, the burly inspector general brought in to investigate the stimulus, told me that ultimately very little of the money was lost to fraud, waste, and abuse.

In reading about the New Deal, I couldn’t help but notice the similarities. Lost to the popular myth is the fact that the WPA was feverishly mocked during its day. Critics said the initials stood for “We Piddle Around.” Louis Armstrong recorded a song called “WPA” with lines that went “Sleep while you work, rest while you play / Lean on your shovel to pass the time away.” One of the many jokes at the time  told the story of a man whose brother had been trying to get into the WPA.

“What’s he doing now?” another man asked.

“Nothing,” he said. “He got the job.”

The right wing at the time called the WPA a breeding ground for socialism, and at a hearing on the Federal Emergency Relief Administration in 1935, a crafts instructor told of teaching men how to make “boon doggles,” giving birth to the word applied to many stimulus projects today.1


The New Deal has been glorified over time. As the story goes, Franklin D. Roosevelt put the down-and-out to work building enduring feats of engineering like the Hoover Dam and brought about an end to the Depression. In truth, it took four years for the unemployment rate, which peaked at 25 percent in 1933, to come down to 14 percent. It didn’t return to normal until after World War II. The Hoover Dam took five years to build after taking more than two years to break ground. The project was actually authorized by Congress in 1928, before the stock market crash, during the administration of President Calvin Coolidge. It was constructed by the Bureau of Reclamation and the Public Works Administration, not the WPA. While the WPA had its wonders, New York’s LaGuardia Airport and San Francisco’s Cow Palace among them, most of its projects were minor jobs building monuments, painting murals, and paving roads.

What has changed is the scale of government. In building a modern system, we have developed a process and procedure for everything. Construction projects can’t simply be doled out to untrained workers and begun tomorrow. To protect taxpayers, we’ve developed a process of competitive bidding, whereby any qualified contractor is given a fair shot to win the project. We’ve enacted environmental rules to ensure a project doesn’t pollute streams or kill off wildlife. The U.S. Department of Transportation funds highway projects through a formula, in which the federal government picks up 80 percent of the cost. The Department of Education contributes billions of dollars every year for special education and disadvantaged students.

When measured as a percentage of the federal budget, the Recovery Act equaled a little more than 25 percent of the $3 trillion in  regular government spending in 2009, including Social Security and Medicare. In contrast, the Public Works Administration, which cost $3.3 billion, was more than 70 percent of the federal budget in 1933. The $11 billion for the WPA was more than what the government typically spent in three years.2 In today’s terms, it would be as if Congress passed a $2 trillion stimulus package in 2009 and followed up with another one worth $8 trillion a few years later. So while the New Deal probably felt like going to from zero to sixty miles per hour, the Recovery Act was more like going from thirty-five to fifty.

I got the idea to write this book after watching a speech that Vice President Joe Biden gave at the Brookings Institution in September 2009. The vice president, who had been appointed by President Obama to oversee the stimulus, was giving a progress report on the program. As he concluded the speech, Biden said that because of the Recovery Act, people he visited were now describing their towns differently. Instead of pointing out landmarks and saying “that used to be,” they were now showing off factories and boasting “this is going to be.” Could this be the time in history, I wondered, when the United States finally reversed its long industrial and middle-class decline?

In researching this book, I have traveled to fifteen states to visit stimulus projects, interviewed hundreds of people, and read through tens of thousands of pages of government documents and project reports. Still, witnessing everything was impossible. Any event I didn’t observe firsthand was reported out with interviews, video, transcripts, White House pool reports, and notes taken by sources.

My goals were to follow the money and to focus on the ground level, on the construction workers, teachers, and solar engineers who received jobs from the stimulus, on the auto workers who didn’t, and on the families who lost their homes and struggled when help didn’t come.

I have tried to tell the stories of three very different cities. Elkhart, Indiana, one of the hardest hit places of this recession, saw its unemployment rate rise from 4 percent to 20 percent when the recreational vehicle plants closed in the fall of 2008. Aiken, South Carolina, became one of the biggest winners of the stimulus when the Department of Energy awarded $1.6 billion to clean up a Cold War nuclear  plant in this deep-red Republican region. In Fremont, California, on the edge of Silicon Valley, I visited a company that received a $500 million loan guarantee from the stimulus to build a new factory making rod-shaped solar panels. The groundbreaking came on the heels of news that Fremont’s largest employer, the NUMMI automobile plant, was shutting its doors and laying off 4,700 people. Despite the brief hope the solar panel factory provided, it too closed down as the company filed for bankruptcy and ended up in an FBI investigation looking into the government loan.

These stories help answer the questions that have surrounded the stimulus from the beginning. And they document a unique period in American history, when the election of a dynamic president made anything seem possible to a time when, overwhelmed by infighting in Congress, the country nearly defaulted on its debt and everything suddenly became impossible.







Let America be America again. 
Let it be the dream it used to be.


—Langston Hughes






PART 1

RECESSION





ONE 1

 FILE YOUR UNEMPLOYMENT ELECTRONICALLY


The principal supporting business now is rage.
 Hatred of the various grays . . .


—Richard Hugo, “Degrees of Gray in Phillipsburg”

 



MARCH 2009

 



The Monaco Coach RV factory in Wakarusa, Indiana, is a low-slung beige complex surrounded by a gigantic parking lot and a chain-link fence topped with three strands of outward-slanted barbed wire. With the exception of a trimmed lawn and scattered trees in front, its utilitarian structure implies nothing about the beauties that workers make, or rather used to make, inside. Day in and day out for decades, they came here to recreate the luxuries of home for the open road. One of Monaco’s models was the Diplomat, which was about the size of a motorized sperm whale, furnished with floral-print sofas, hardwood cabinets, built-in flat-screen TVs, a refrigerator, a microwave, a king bed, and a ceramic-tile kitchen, all balanced on six wheels and complete with safety features like antilock brakes.

All of this required skilled workers. Mechanics to build the chassis. Seamstresses to sew the seat fabrics. Electricians. Graphic designers. Woodworkers to saw and mold the cabinets. People like Ed Neufeldt.

On July 17, 2008, a Thursday, Neufeldt woke up at 4:00 A.M. as he always did to fit in a two- to three-mile run before his shift. He drove  his white Chevy S-10 pickup to the plant and pulled into the parking lot. His wife, Marianne, didn’t like him jogging on the road in the dark, now that they had seven kids. So he ran the perimeter of the parking lot. Rumors had been flying around the plant for weeks that a group of Monaco executives from Oregon were coming to Wakarusa today for a big meeting. Gas prices had been stuck at $4 a gallon for months and it was no secret that people weren’t buying RVs.


Would it be a layoff ? A cutback in production? Neufeldt wondered as he jogged in the dark before sunrise. Like many companies in the RV industry, Monaco had always experienced swings in production, laying off a couple hundred employees one year, hiring a couple hundred the next. In 2007, Monaco shuttered its Elkhart plant and workers like Neufeldt were moved to Wakarusa. By the spring, other RV companies in the area, Travel Supreme, Newmar, Coachmen, all had announced layoffs, cut shifts, or consolidated operations. Neufeldt had been laid off before for a couple of months in 1978 and managed to get by until orders picked back up and he was called back to work. But now he was sixty-two. If he could just tough it out a few more years, he’d have it made. Nah, he thought. He’d had the same boss for he didn’t know how long. Plus, he hadn’t missed a day of work in twenty-seven years.

After the run, Neufeldt went up to the break room and fixed himself a cup of coffee and ate a Little Debbie Nutty Bar as he read through some psalms in his Bible as he always did. The shift started at 6:00 A.M., and Neufeldt headed to the mill room where he operated the saws cutting wood for cabinets. It was almost break time when the foreman was called into a meeting. The meeting didn’t last very long. But when he came out, Neufeldt noticed he had tears in his eyes.

The foreman called the fifty to sixty workers together. Then, he shook his head.

“It’s not a layoff,” he told them. “We’re closing the doors.”

Up to this point in his life, Neufeldt seemed to be living the American dream. Despite having only three years of college, he had worked in the RV industry for thirty-six years, earning $21 an hour, roughly $40,000 a year. It wasn’t easy street, but it was enough.

After workers asked some questions, which the foreman didn’t have answers to, they were dismissed for the day. By now, the heat had  reached the mid eighties and was heading for a near record ninety-one degrees. Neufeldt got back in his Chevy S-10 and drove home on County Road 42. After a few miles, he turned right on County Road 1, driving past the corn and soybean fields where his father-in-law had settled generations ago, past the pond where he and Marianne had started out in a trailer, past the one-story modular home they moved into next, and pulled into the driveway of the white farmhouse with the big front porch they had built fifteen years ago and got ready to break the news to his wife.
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Signs of the recession were everywhere as I drove through Elkhart in March 2009. The one above the mechanic’s shop read ELKHART, LET US HELP. 10–15% OFF REPAIRS. At the insurance company: COBRA TOO EXPENSIVE? CALL OR STOP IN FOR A FREE QUOTE. The Salvation Army: WE HAVE NEW MATTRESSES. Hopman Jewelers: BUYING OLD JEWELRY. On the billboard over the Cock-A-Doodle Café, a new church had a website for the times: WWW.MYSPIRITUALSTIMULUS.COM. Residents buzzed about the woman in nearby South Bend who robbed a Long John Silver’s, apologizing tearfully, “If I wasn’t down and out, I wouldn’t be doing this.”1 Martin’s grocery advertised Manwich on sale, ten cans for $10. The library was almost all out of home-repair manuals. The GED books had a waiting list. Amid the sundries and secondhand furniture at the You Never Know Flea Market, the store sold a T-shirt that read I WANT A BAIL-OUT FOR ME!!! Even the welcome plaque in the civic plaza downtown called to visitors: CITY OF ELKHART. THE CITY WITH A HEART. FILE YOUR UNEMPLOYMENT ELECTRONICALLY.

Residents came and went from the unemployment office. The maintenance worker. The parking lot paver. The secretary for the RV manufacturer laid off after twenty years. They lined up in the dark well before the office opened at 7:00 A.M., drinking coffee and reading the local newspaper named simply The Truth.

They shared a similar drama. Laid off on Friday. Been out for six weeks. Every place I go says they’re not accepting applications. It’s just been a long haul. I worked for the company for twenty years in the RV industry and it’s completely down. I was laid off five months  ago. Unemployed nine weeks. I’ve been out since October. Too old to start a new career but too young to retire. There are no jobs here.

Elkhart itself had become a sign of the downturn. With an unemployment rate that had quadrupled to just over 20 percent since the recession began, by March 2009, Elkhart had lost jobs faster than any other county in the country. The New York Times called it “the white hot center of the meltdown.” A British tabloid labeled it “Joblessville, USA.” It’s where Barack Obama made his first trip as president to launch the Recovery Act at a town hall meeting; he tried to put a face on the dire statistics, promising that the stimulus would lift not just Elkhart but countless other hard-hit cities toward recovery. But a month after the president’s visit, the picture remained bleak. The first infrastructure project hadn’t begun, and many residents doubted the stimulus would help much at all.

[image: 003]

Elkhart began as many small Midwestern cities did with the arrival of the railroad. More than a hundred trains still pass through every day, punctuating conversations with whistles and freezing traffic at all but the three crossings in town with an overpass. The city of 52,000 has a small downtown of squat brick buildings from the turn of the century, the grander Queen Anne homes now boarded up, the opera house with a statue of the Muse of Tragedy torn down for a parking lot. A British journalist described the district’s current visage as “a mouthful of broken teeth.” Surrounding the downtown is a ring of middle-class homes and, beyond that, flatlands that stretch for miles.

Elkhart is home to the largest maker of high school band instruments in the United States. For many years, it was where Alka-Seltzer was made. But Elkhart’s largest industry started when Wilbur Schult saw a trailer display at the 1933 Chicago World’s Fair and, with an entrepreneurial gumption that residents say typifies the town, started selling trailers outside his father’s clothing store. Trailer manufacturers, dealers, and suppliers popped up everywhere. Elkhart became the Detroit of the motor home industry, the “RV Capital of the World.”

About 75 percent of all recreational vehicles in the United States are made in Elkhart. About one in four jobs here are tied to the industry. This time of year, the streets were usually filled with RVs, families touring factories and browsing dealerships for the spring camping season.

Empty buildings filled the streets instead.

Monaco Coach. Closed. Hart City RV dealership. Closed. Flytraps bar and grill, Alley Oops diner. Both closed. A Laundromat-slash-tanning salon. Closed. Elkhart Centre—Revitalizing Our Downtown. Closed.

Elkhart’s problems began in late 2007, when the unemployment rate was 5 percent. As gas prices climbed above $4 a gallon, fewer people wanted to buy a vehicle that could cost $600 to fill up. Then, as gas prices began to slide, a credit clampdown made it hard for buyers to finance RV purchases.

On Nappanee Street, the withering lifeline of the RV industry, a road once lined with dealerships, there were only four. A graveyard blended into an RV lot, making the white towable trailers look like tombstones. Then, as I drove down Main Street past the downtown and over the Norfolk Southern railroad tracks, I noticed a sign erected in someone’s yard:
GOVERNMENT BAILOUTS DON’T WORK. 
FORECLOSED. 
WE LOST THIS HOME. 
FAMILY WITH 9 CHILDREN PUT OUT.





Inside the old brick house at the corner of Prairie Street, Terry and Desiree Gonyon were heating up some frozen thin-crust pizzas for dinner. Some of their boys were taking a bath while the girls brushed their hair. The littlest ones watched Elmo movies, falling asleep on a gray couch next to a pile of Cheetos.

Terry, thirty-eight, wore a sweatshirt, baseball cap, and jeans and had a thin goatee and mustache. He was an independent contractor and, with Elkhart’s recreational vehicle workers racing to meet America’s desire for the open road, Terry had been pulling in $1,500 to $2,000 a week, hanging drywall, pouring foundations, wiring, painting, and fixing broken furnaces and broken water pipes.

When Terry was in high school, he wanted to be an auto mechanic, so the career center placed him in a job at a gas station “basically fixing tires and stuff like that,” he told me once. One of the customers who came in a lot had a wife who worked at a store that sold car stereos. Like many young guys, Terry wanted a good radio, so he bought some equipment from him. A week later, he lost his job.

“I called the guy and told him I didn’t have any money to pay him for the stuff I owned,” Terry said. “Turns out he was a construction worker and was a drywall hanger, so he called me up.”

The man introduced him to his boss and got him a job. He started out at $3.50 an hour learning how to finish sheetrock.

“I was like greener than broccoli,” Terry said. “The guy basically gave me a chance and I worked for him for fourteen years. All because I owed a guy money.”

In 2001, Terry and Desiree met over the Internet. Desiree was living with her mother in Paris, Texas, and one night as a joke her mother signed her up for an online dating website. Terry didn’t know it at the time, but for the first week, he was actually chatting with Desiree’s mom. Desiree eventually warmed to the idea and after about six months of talking on the computer late at night, she felt a strong connection to Terry.

“It just got to the point where I really felt that there was something there,” she said. “I mean love at first sight but we hadn’t even seen each other, you know?”

Terry came down to visit for the weekend. Then Desiree went to Indiana. They traveled back and forth for several more months. He bought her a cell phone and they didn’t go a night without talking. They eventually decided to get married and Desiree moved up to Elkhart for good.

The Gonyons (rhymes with “onions”) bought the house for $129,000 in 2006. They had been living in a two-bedroom house with Terry’s children from a previous marriage and Desiree’s children, and then they had some children together. Soon, they needed a bigger place, and with construction jobs steadily rolling in for Terry, they took a chance on a foreclosed Italianate house behind a vacuum cleaner store just south of the railroad tracks.

But when the recession swallowed the town in the fall of 2008, plant after plant shut down. The RV workers lost their jobs, and they stopped hiring Terry to paint their walls and build additions to their homes. His earnings dropped below $500 a week. The Gonyons fell behind on their mortgage. In January, the bank foreclosed.

“I tried to reason with them,” Terry said. “You know work’s down. I’m not working. We really didn’t make enough to save up through winter. I tried setting up some kind of deal where they would drop the interest rate or drop the payments.”

But nothing worked. Fed up with begging the bank for a lower rate, Terry got some metal and some wood and erected the sign. It was his way of expressing the desperation that whipped through this city two hours east of Chicago.

Among the nine children are Crystal, eighteen; Allison, sixteen; Breana, nine; Michael, nine; Aedily, seven; Tylar, seven; Kyle, six; Zachary, six; and Haylee, twenty-three months. The Gonyons’s second floor was piled with garbage bags full of aluminum cans. They used to take the few dollars they made from collecting cans and deposit it in their children’s bank accounts. Now they used it to pay their bills. With money tight, Desiree’s mother moved in from Colorado to watch the kids so Desiree could get a minimum-wage job at Subway. But it wasn’t enough.

Since the house was foreclosed on and sold at a sheriff ’s sale, Terry and Desiree had been talking to anyone who would help. They tried to rent apartments and houses, called Habitat for Humanity, homeless shelters, 1-800-Hope-Now, responded to every card or flyer left on their door, and tried several foreclosure counselors, but they wanted 20 percent of the loan balance just to get started.

“Where are you going to go with nine children?” Desiree asked. “We just can’t find anyone to work with us. We can’t find anyone who would even allow us to stay for a minimum time until we could find something bigger. Right now we’re just kind of in limbo. We don’t know what we’re going to do. It’s a waiting game. Every day, we’ve got to wait and see if we got an eviction notice on the door or if the sheriff ’s going to come banging on the door and tell us we all got to get out.”
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After being laid off from Monaco, Ed Neufeldt spent his days volunteering at the Faith Mission, a soup kitchen and shelter off Martin Luther King Jr. Drive. It’s a place filled with irony. The former home of the Recreational Vehicle/Motor Home Heritage Foundation, the mission was now a mausoleum of the RV industry, a place where laid-off workers came for a meal, a bed, or an odd job to keep their hands and minds occupied.

When I visited, Neufeldt and other former RV workers were busy converting the old Cobb Funeral Home next door to the mission into rooms for unwed mothers. The inside was dark and smelled of fresh paint and sawdust as a wooden skeleton outlined where apartments and hallways would be. The workers had spent the morning painting rooms and hanging drywall and now took a break to smoke and shoot the breeze.

The late-morning sun slanted through the heavy clouds. It was cold and the workers’ breath quickly turned into gray vapor. They stood on a patch of yellow grass behind the funeral home, with their hands tucked into hooded sweatshirts looking down. If Jean-Francois Millet had painted RV workers instead of peasant farmers, the scene would be his modern-day Angelus.

Neufeldt walked across the road and parking lot to the Faith Mission. He took off his dust mask and work gloves. The plainspoken father of seven had a thin layer of gray hair often hidden by a baseball cap. He had earnest eyes, ruddy cheeks and a ruddy chin, and a tendency to see the positive in a world of negatives. Dave Engbrecht, his pastor at the Nappanee Missionary Church called him “Mr. Middle America.” “He just is always warm, friendly, gregarious,” he said. “What you see is what you get.” Five or six times, he described Neufeldt as “the real deal,” before reminding me as we hung up, “Hey, I do want you to know: Ed Neufeldt’s the real deal, man.”

Neufeldt’s faith could be traced back to a car accident in 1968 which left him lying on the side of the road, bleeding, spinning in and out of consciousness. A passenger in the car, Neufeldt was thrown onto the steel pipe of a guardrail, which missed his spine by a quarter  of an inch. Growing up in Nashville, Neufeldt went to Baptist church but wasn’t very serious about it. He was more into sports and wanted to be a physical education teacher. Then, one day in church, his pastor stopped him. “Hey, Eddie,” he said. “The Lord really did something for you. You could have died. You could have lost your life in that accident. I want you to get up and tell your testimony.” Neufeldt looked at him and told him he wasn’t going to do it. He didn’t want to do it. He ran out of the church and got into his car and drove over to the community center. “I started playing some basketball and they said it’s time to clear the gym out,” Neufeldt recalled. “They cleared the gym out, and here came these paraplegics coming in to play basketball. At that time, it’s like God just spoke to me and he said, ‘Eddie that could have been you.’”

At that moment, Neufeldt decided to dedicate his life to God. It wasn’t long after that, dropping off his sister at church, he noticed two blondes in the parking lot and rolled down his window to flirt with them. They had just moved to town from Wakarusa, coming to Nashville because they loved gospel music. One was named Rita, and her sister was Marianne. A few years later, Neufeldt and Marianne moved back to Indiana and got married. And Neufeldt took a job in the RV industry. Over the years, he and his wife had taken in seventy foster children. They’d adopted several, and some had followed him into the RV business. In the recession, two of his daughters and two of his sons-in-law were laid off as well.

Neufeldt introduced President Obama when he came to Elkhart in February to sell his economic recovery package. But a month later, Neufeldt had his doubts that it would mean much for Elkhart.

“They’re going to come through with the stimulus plan, but I don’t think that’s going to help the RV workers much,” he said when I met him at the Faith Mission. “What’s a man like me going to do when I worked in the mill room or saw room? How am I going to get a job in road construction or any of my buddies?”

It was lunchtime, and Neufeldt walked through the soup kitchen carrying a tray of sloppy joes and vegetables to a table where his buddies—he never calls them coworkers—were already sitting. Pete Swathwood spent seventeen years in the woodshop for Monaco.  Donnie Gaut, whose son married one of Neufeldt’s daughters, did maintenance at Travel Supreme since the early 1970s. Buster Coleman also used to work for Monaco.

“Them places aren’t going to hire people off the street,” Coleman said of road construction companies. “They’re going to hire all the people they laid off before. Well, this guy worked for him this many years. He’s got a buddy that needs a job. So where’s that going to put us?”

“That Dick Moore, the mayor of Elkhart,” Neufeldt chimed in. “He made the statement that this would open up jobs for us, and the middle class would start to buy RVs again. I don’t think it’s going to open up for any of us.”

“Probably going to contract it out of state like everything else,” said Coleman.

“You’ve got a lot of union people sitting on the bench, too,” added Gaut. “These road jobs are usually union. And they’re not going to want a lot of nonunion scabbers out there. That’s what we would be. Scabs.”
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When Obama announced the stimulus package, Mayor Moore and other city officials drafted a $92 million list of projects they estimated could create 2,300 jobs. The list included a $34 million railroad overpass on Prairie Street, $5.5 million to repave Runway 9-27 at the municipal airport, and $17 million to renovate the neoclassical Lerner Theatre, one of the city’s last vestiges of the vaudeville days.

“They are projects that we must do, have to do,” Moore said in his State of the City address. “No pie in the sky and no pork.”

The day after Obama was sworn in, Moore and other city officials flew to Washington, DC, to make the pitch for Elkhart. Moore hired a lobbyist and created a team of administrators to comb through the piles of paperwork for any money Elkhart could get its hands on.

In his office at the municipal building, Moore was finishing up an interview with a German television crew. It was nothing unusual. Since becoming known as the capital of the recession, Moore had received calls from reporters as far away as Iraq and Japan. Just that past week, MSNBC.com announced that it would adopt Elkhart, stationing four reporters in the newsroom of the Elkhart Truth, perhaps even buying a house, to chronicle the city’s struggle to recovery. Also that week, former presidential candidate and Fox News host Mike Huckabee visited to shoot a TV special called “Save This Town.”

Standing outside the RV/MH Hall of Fame, the former Arkansas governor held a camp meeting of sorts, where he praised Elkhart for its “strong work ethic,” “excellent business climate,” and “very hospitable people.” He interviewed business owners who were growing, building electronic amplifiers and energy-efficient RVs. And he toured the hall of fame, where he saw the 1931 Chevrolet House Car that Mae West used to . . . well, Huckabee, a former Baptist pastor, declined to find out.

Huckabee closed his show with a message for Obama: The people of Elkhart didn’t need any “spending orgy bills” from “Uncle Sugar” to save their town. They just needed lower taxes to unfetter their entrepreneurial spirit.

Mayor Moore, seventy-four, is an unabashed promoter of Elkhart. Elected in November 2007 just as the first signs of the downturn surfaced, he said there was no other place he’d rather be than behind the captain’s wheel. A former streets commissioner, Moore can remember his father working for the Works Progress Administration during the Great Depression, manning the WPA store for the workers building the town’s sewer system and the stone walls that still line the St. Joseph River running through downtown.

He said he had two answers for the RV workers who don’t think the stimulus will help them. “For one thing, don’t sell yourself short,” he said. “You come off an assembly line process where you worked. You pulled some wires. You did some plumbing. You did some carpenter work. You did some welding. You did all kinds of things. You have all kinds of skill levels coming out of there. It wouldn’t take any college training to put them on a construction job.” Second, creating jobs in Elkhart and elsewhere will get the economy moving, he said. More jobs mean people will have more money to buy RVs.

“This isn’t an Elkhart, Indiana, stimulus plan,” he said. “This isn’t a state of Indiana stimulus plan. This is a nationwide stimulus program. Once we put people back to work, the impact is going to be felt in many areas of the country as everything starts picking up again. The guy that wanted to buy that nice RV fifteen months ago hasn’t lost his desire to do that. We get the stimulus money, we’re going to put a bunch of people to work, and that same person is going to go out and buy that RV.”

Still, that didn’t mean that Moore didn’t think Elkhart deserved special treatment.

“The true intent of the stimulus was to send the money to places in this country that are most economically distressed,” he said. “If that’s true, then aren’t we right up there on the top of the list?”

Elkhart and the surrounding area had been promised about $25 million so far. Projects included $11 million to build a median along U.S. 33, a crumbling stretch of road leading to a shopping mall southeast of town; $4.2 million to repave the airport runway; $2.25 million to board up, demolish, and renovate vacant homes. According to Education Department estimates, Elkhart schools would receive about $2.8 million to help teach economically disadvantaged students. The county was due $3 million to remove lead paint in public housing. Heart City Health Center would receive $200,000 for low-income patients, and police would get $170,000 for lights and sirens.

Though intended for the auto industry, $2 billion for research into lithium ion batteries could also help the RV industry, and a sales tax credit for new vehicles was also opened to RVs, thanks to the lobbying of Indiana senator Evan Bayh. Laid-off employees who opt for temporary COBRA health insurance would have 65 percent of it paid for by the government. Elkhart’s unemployed, like anyone who loses their job, would get $25 extra a week and their checks would be exempt from income tax.

Elkhart had been here before. When gas prices rose over a dollar a gallon in the late 1970s, the RV industry stayed in a slump for several years. Thousands of Elkhart workers lost their jobs. But as the crisis subsided and motorists got used to the higher prices, the industry and the city returned. In one month in 1983, there were thirty-nine new  companies registered in Elkhart, according to the chamber of commerce. But the 2008 recession was somewhat different, Moore said.

“In previous times, when we had downturns, our companies were owned by local people,” he explained. “They struggled more to hold on to their employees. They were loyal to their employees. Their employees were loyal to them.”

Not so anymore. Now the companies are owned by large conglomerates. It’s nothing for a company to leave the city and never come back.
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The knock the Gonyons had been waiting for arrived on March 24. A man from the bank came and informed them they would be evicted by the end of the month. They started packing their things in boxes.

When I was at their house two days before, I had asked them if they thought the stimulus would help any.

“I don’t think it will,” they said in unison.

“Nothing has even started,” Desiree said. “No construction crews. Nothing. I really don’t think that anything is going to come out of it. I think it was more of a show for ‘Look, I’m in office. I’m going to tell you I’m going to do all this stuff for you.’”

By choosing Elkhart for his first trip as president, Obama had set the scales for judging whether or not the stimulus had worked. The president seemed to have a special attachment to the city. He had visited it twice before on the campaign trail, making a promise he would help it recover. The Gonyons were like millions of homeowners who lost their homes in the recession. And Neufeldt was a breed of worker becoming ever more rare in the United States. He worked for the same company nearly all his life and it had provided well for him. He was an archetype of the blue-collar middle class that Obama described in his political memoir The Audacity of Hope and over and over again on the campaign trail. For the stimulus to work, Elkhart would have to be lifted up as well.

One day while putting together a scrapbook for her father, Neufeldt’s daughter Lisa, an aspiring songwriter scribbled some lyrics on the back of an envelope: 
He wakes up at 4 A.M. 
Goes to work today again. 
Hasn’t missed a day in almost thirty years 
but today he tries to hold back tears. 
He punches in for the last time 
but he works, his head held high. 
Guy who would have thought after all of this time, 
he’d have to leave it all behind.





The sheriff ’s deputies arrived at the old brick house on Main Street on March 31. It was time for the Gonyons to go. They were in the middle of transporting furniture to their new place, and when they returned, the deputies had already kicked in the door.

Frightened, their cat scattered and hid in the basement. The Gonyons were allowed one more trip inside the house to pick up the cat and whatever was left. They loaded the last of their stuff into Terry’s pickup.

Then, they said goodbye to their dream home and moved into a single-wide trailer on the outskirts of town.






TWO 2

 THE DITCH


When can their glory fade?
 O the wild charge they made!
 All the world wonder’d.
 Honour the charge they made!
 Honour the Light Brigade . . .


—Lord Alfred Tennyson, “The Charge of the Light Brigade”

 



THE ENERGY IN CHICAGO’S GRANT PARK on the unseasonably warm night of November 4, 2008, was electric. More than 125,000 people had gathered under a crescent moon to see Barack Obama, just five years ago a little-known state senator from Illinois, or in his own words, “a skinny kid with a funny name,” become America’s first black president. More than that, though, he had campaigned on a message of hope and change, and the ecstatic sea of supporters was breathless with expectation.

Around 11:00 P.M., Obama strode onto the stage. It had been set up so that, when closely cropped for television, it appeared that he was speaking against a pitch-dark sky, a mythic fog swirling around him. Behind him stood a row of American flags gently fluttering in the southerly wind. To his left lay Lake Michigan, to his right the Chicago skyline. Lights from cell phones and digital cameras twinkled in the crowd. With tears in their eyes and a flurry of mini-American flags in their hands, some in the crowd rose up in cheers that dissolved into the familiar chant “Yes, we can! Yes, we can! Yes, we can . . .”

All around Obama, the economy was cratering. That very morning, a headline in USA Today asked, “Is This Another Great Depression?” Financial titans were crashing one by one like piles of poker chips that had been stacked too high. The Big Three automakers, once a symbol of American industrial might, were on their knees. Already, more than 2 million people had lost their jobs.

When Obama formally announced his candidacy in early 2007, the unemployment rate stood at 4.5 percent, the second-lowest month since before the September 11 attacks. At the time, the going theory was that the greatest challenges for the next president would be immigration reform and the war in Iraq. But the housing bubble that artificially supported the economic prosperity deflated over the next several months under the weight of subprime mortgages. Gas prices began their seemingly endless climb toward $4 a gallon.

President George W. Bush first tried to stimulate the economy in early 2008. Speaking in the White House’s Roosevelt Room, where his administration a few years back had taken down a portrait of FDR, he proposed a series of tax incentives to encourage business owners to make investments and create jobs, and rebate checks to spur consumer spending. But he was vague on the details, saying the package needed to be “big enough to make a difference in an economy as large and dynamic as ours, which means it should be about 1 percent of GDP.” One thing he was clear about, though, spending money on things like public works projects, education, and food stamps was not the answer.

“This growth package must be built on broad-based tax relief that will directly affect economic growth, and not the kind of spending projects that would have little immediate impact on our economy,” he said.

Speaking later that afternoon at a lawnmower factory in Frederick, Maryland, Bush stood on a yellow commercial mower and assured reporters that if Congress passed the tax plan, “we’re going to be just fine.” With that, he bid the company’s CEO to “crank this sucker up” and performed a zero-radius turn while waving at the cameras.

The leading Democratic presidential candidates were much more specific with their proposals. The week before, Hillary Clinton had  called for a $70 billion spending package that included an “emergency housing crisis fund,” assistance to help low-income families pay their heating bills, extended unemployment checks, and $5 billion for alternative energy programs. She also proposed a tax rebate if the economy weakened. Obama upped her a few days later with a $120 billion plan that included a tax credit for workers and $10 billion each to boost state and local governments facing budget crises, extend unemployment benefits, and help homeowners refinance their mortgages. Like Clinton, Obama also included a rainy-day fund if things got worse.

One of the first people to call for a stimulus package was Larry Summers, the former Treasury secretary and Harvard president who would go on to become Obama’s chief economic adviser. Writing in the Financial Times in November 2007, Summers predicted a recession and advocated for an “immediate temporary stimulus through spending or tax benefits for low- and middle-income families if the situation worsens.”1


At a Joint Economic Committee hearing two days before Bush unveiled his package, Summers outlined a three-prong test for an effective stimulus plan. First, a stimulus should be timely, focusing on measures that can inject money into the economy quickly. Second, a stimulus should be targeted, channeling money to people who need it most and are likely to spend it fast. Third, a stimulus must be temporary , felt within the first year, or it will sacrifice credibility and lead to inflation and high interest rates. Such guidelines supported tax refunds for the poor and middle class and increases in food stamps and unemployment benefits. Summers argued against cutting business taxes or designing new programs that would only transfer money to federal agencies or state and local governments to spend gradually. But overall, the message of the influential Summers was that the time for stimulus was now. “The risks here of ‘too little, too late’ are far, far, far greater than the risk of ‘too much, too soon,’” he told the committee.

Bush, however, was optimistic, or at least he presented it that way. In his New Year’s Day message, he wrote, “The underpinnings of our economy have proven strong, competitive, and resilient enough to overcome the challenges we face.” His underlying message to  Congress in speech after speech was that they should act to extend the sweeping tax cuts passed during his administration. The looming expiration date of 2010, he said, was a significant source of uncertainty in the economy.

Meanwhile, the Democratic and Republican leaders in the House of Representatives, Speaker Nancy Pelosi of California and Representative John Boehner of Ohio, moved forward with Treasury secretary Henry Paulson to hammer out a stimulus bill they all could agree on. The Economic Stimulus Act of 2008, signed by Bush on February 13, included $600 tax rebates to middle-class workers and smaller payments for seniors, disabled veterans, and workers who didn’t earn enough to pay taxes. It allowed businesses to write off taxes on new plants and equipment and increased the maximum home value to qualify for a federally insured housing loan. With the unemployment rate still relatively low at 4.9 percent, there was little effort to tie the stimulus to creating jobs. Ideas floated by other policymakers during negotiations—extending unemployment checks, expanding food stamps and Medicaid, investing in infrastructure and renewable energy—would all have to wait.

As soon as the ink on the $168 billion act dried, the drumbeat for a second stimulus began. The next day, Senate Democrats proposed a bill to stem home foreclosures. A newly formed coalition of governors and mayors named Building America’s Future called for a major federal investment in infrastructure, like roads and bridges, water and sewer systems, airports, public transit, and dams.

Bush’s streak of fifty-two straight months of job growth had come to an end in January 2008. Nearly 1.3 million workers had been out of work for more than six months, meaning they had run out of the twenty-six weeks of benefits allowed by law. According to the National Employment Law Project, that was almost twice the number of the long-term jobless than at the start of the previous recessions of 1990 and 2001.

Larry Summers minced no words when asked to speak at Stanford University’s annual economic summit in March.

“We are facing the most serious combination of macroeconomic and financial stresses that the United States has faced in at least a generation and possibly much longer,” Summers told the audience of economists and academics. He said the federal government should start preparing for a second stimulus to deal with rising foreclosures and tightening credit.2


Such dire warnings were beginning to seep into Obama’s speechmaking on the campaign trail. Speaking at a town hall meeting at a community college near Pittsburgh in March, Obama said bluntly, “Our economy is in shambles . . . This economy is contracting, it is heading toward recession. We probably already are in one.” A few weeks later in Fort Wayne, Indiana, upon hearing the latest unemployment numbers, Obama released a statement that would serve as the music sheet he would sing from for the rest of the campaign:
Instead of doing nothing for out-of-work Americans, we need a second stimulus that extends unemployment insurance and helps communities that have been hit hard by this recession. Instead of tolerating decades of rising inequality, we need to grow the middle class by investing in millions of new green jobs and rebuilding our crumbling infrastructure. And after decades of flawed trade agreements and tax breaks that ship jobs overseas, we need to invest in companies that create jobs right here at home.





As Obama revved up his economic message, Bush seemed ever more out of touch. He continued to play Pollyanna, saying that the American economy had just hit a “rough patch” and that if Congress waited for the stimulus checks to take effect, things would bounce back by the summer.

In a speech at the Economic Club of New York, surrounded by bankers in the epicenter of the financial crisis, Bush said it was important not to “do anything foolish.” “In a free market, there’s going to be good times and bad times. That’s how markets work,” he said. “The market is in the process of correcting itself; markets must have time to correct . . . I guess the best way to describe government policy is like a person trying to drive a car on a rough patch. If you ever get stuck in a situation like that, you know full well it’s important not to overcorrect—because when you overcorrect, you end up in the ditch.”
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In the summer of 2008, Bush’s stimulus checks kicked in and for a time consumer spending rose. But they did little to stop the disaster that was spinning offshore and about to make landfall. Much of the money was saved and used to pay down debt. And much of it was guzzled up by gas prices, which by now had exceeded $4 a gallon.

The presidential campaigns spent their time debating who was more out of touch with working-class America: Obama, the glittering celebrity who seemed to denigrate blue-collar workers as bitter cynics who “cling to guns or religion,” or John McCain, the glowering maverick whose top economic adviser, former Texas senator Phil Gramm, called America “a nation of whiners.”

As his running mate, Obama chose Joe Biden, a veteran senator from Delaware with the political and policy chops to balance his new-kid image. Biden was elected to the Senate in 1972 at the age of twenty-nine, when Obama was eleven years old and living with his grandparents in Hawaii. In addition to lending his foreign policy experience and Washington know-how, Biden gave Obama the working-class appeal he so desperately lacked. Where Obama could fire up a stadium, Biden had a folksy charm and an affable glow that allowed him to connect with real people. The public knew his hardships well. A month after being elected to the Senate, Biden’s wife and baby daughter were killed when their station wagon was hit by a tractor-trailer. Then in 1988, he suffered an aneurysm and was even given his last rites before recovering.3 Because of the automobile accident, Biden started taking the train from Wilmington each day so he could be with his two sons at night. He commuted throughout his decades in the Senate, becoming friendly with the conductors and earning the nickname “Amtrak Joe.”

Biden has a face built for a caricature artist. It is anchored by a megawatt smile that causes his cheeks to stand out and his eyes to crinkle. When he speaks of serious matters, the wrinkles and veins in his forehead seem choreographed to his points as his eyebrows rise and fall with the tone. He talks in a rough, unfeigned dialect, often beginning sentences with “folks” or “look.” By doing this, he holds fast  to what he has described as his Grandpop Finnegan’s first principle: “Tell them what you really think, Joey. Let the chips fall where they may.”4 Prone to rambling, Biden often veers from prepared remarks to tell a story, share some family wisdom, or slip in a line of poetry gleaned from his years reciting verse in the mirror to overcome a stuttering habit. Biden’s tendency to interrupt himself to say hello to a friend in the crowd was so memorable that it was spoofed by Saturday Night Live: “Hey, Phil! How ya doin’, Phil? It’s Phil Malloy, head of the Local Workers Steel!”

He had a wealth of personal economic stories to draw from. He grew up in an Irish Catholic family in Scranton, Pennsylvania, a coal and steel town that had seen better days. As a kid, his father couldn’t find work and moved the family to Delaware for a new job. Describing it later, Biden said, “The longest walk in America is a father or mother walking up a short flight of stairs to their kid’s bedroom to say, ‘Honey, I’m sorry, I lost my job.’ Or, ‘Honey, we’re not going to be able to stay in this house, you’re not going to be able to be in that ball club next year. Everything is going to be okay.’ My father made that walk, like maybe your father did, back when I was a kid in the ‘50s and said, ‘When I get a job in Wilmington, I’ll come back up and we’ll get you all, we’ll move from Scranton.’ Too damn many people have had to make that walk.” Another Biden gem was when he cited his grandfather’s expression on economic reality: “When the guy from Throop is out of work, it’s an economic slowdown. When your brother-in-law is out of work, it’s a recession. When you’re out of work, it’s a depression.” Those anecdotes would serve Biden well in speeches when Obama appointed him to be his point man on the recovery plan.
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By the end of the summer, the unemployment rate stood at 6.1 percent and the downturn had reached state budgets. Home foreclosures caused tax revenues to plummet. At the same time, more people sought Medicaid and food stamps to survive the recession. Facing billion-dollar deficits, states cut programs and laid off workers. In Rhode Island, the state cut funding for health care, early education, and affordable housing. In Nevada, the governor capped the number  of patients allowed into its children’s health insurance program. In California, the fund to pay jobless workers their benefits was about to run out of money.5


Meanwhile, the bones of an economic stimulus package were starting to be put into place. In June, at a campaign stop at the North Carolina State Fairgrounds, Obama called for a $50 billion stimulus that included money for states to avoid cuts, help for homeowners to refinance their mortgages, and another round of tax rebates. Later that month, Congress passed an extension of unemployment checks, as part of bill to fund the wars in Iraq and Afghanistan. In July, Democratic leaders in Congress met with economic advisers, including Summers, to craft a $50 billion plan. In addition to the proposals laid out by Obama, ideas bouncing around the Capitol included increases in food stamps, more Medicaid money for states, spending on schools, investments in renewable energy, and more than anything, money for infrastructure, especially road and bridge projects.

The planning stalled in August with the congressional recess and party conventions. But the pop-pop-pop collapses of Lehman Brothers, Merrill Lynch, and AIG on September 15 and 16 provided whatever momentum the Democrats needed.

On September 26, the House passed a $61 billion stimulus bill. But the hope that relief was on its way quickly evaporated. That same day, a companion bill failed in the Senate. The bills had little in common. The House version focused on infrastructure and social services. The Senate version included those too, but in smaller amounts to make room for a wish list of items members of the appropriations committee had been trying to get passed for years. Either way, the bills had little hope of becoming law. Bush promised to veto them. Lawmakers were consumed with passing the bank bailout. And Congress was set to recess in October for the final stretch of the campaign.

As the economy darkened, House Speaker Nancy Pelosi raised her pitch for a stimulus, now calling for a $150 billion plan and scheduling congressional hearings for the weeks before the election. On October 13, Pelosi held a two-hour summit with leading liberal economists, some of whom would become Obama advisers. All provided essentially the same advice: the economy needed a comprehensive recovery plan, as large as $300 billion, not just for the short-term but with a vision for rebuilding America.
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Obama could hardly have been more different from the president he would succeed.

He had attended college with the help of student loans, which he struggled to pay off until his forties. As a community organizer in the 1980s on Chicago’s South Side, he witnessed a neighborhood devastated by the shutdown of the local steel plant.

After becoming a U.S. senator and probing his presidential ambitions, he translated that worldview into a policy agenda in the 2006 book The Audacity of Hope. America is going through a “fundamental economic transformation,” Obama wrote. The blue-collar factory jobs that once made for a strong middle class across the Rust Belt were being automated and sent offshore as globalization runs its course. The problem was nothing new, he wrote, but it had been neglected for decades.

In the book, he spread the blame among Republicans and Democrats, corporations and labor unions. But he saved his sharpest rebuke for the “Ownership Society,” a phrase used by Bush to describe his belief that people should have more control over their choice of health care, education, and retirement investments. In truth, Obama wrote, it was laissez-faire economics taken to the extreme—a strategy of doing nothing.

In his speech accepting the Democratic presidential nomination, Obama distilled his critique. “In Washington, they call this the Ownership Society, but what it really means is ‘you’re on your own.’ Out of work? Tough luck. No health care? The market will fix it. Born into poverty? Pull yourself up by your own bootstraps—even if you don’t have boots. You’re on your own.”

In turn, Obama mustered his greatest praise for FDR’s social compact. About halfway through the book, in a chapter titled “Opportunity,” Obama outlined a reading of American history in which in times of great economic challenge, the government had taken an activist role.

“The Hoover Dam, the Tennessee Valley Authority, the interstate highway system, the Internet, the Human Genome Project—time and again, government investment has helped pave the way for an explosion of private economic activity,” Obama wrote.6


The way to stop the loss of jobs overseas and rebuild the economy was a large-scale government investment in education, science, and alternative energy.

“Investments in these three key areas would go a long way in making America more competitive,” he wrote. “If we act boldly, then our economy will be less vulnerable to economic disruption, our trade balance will improve, the pace of U.S. technological innovation will accelerate, and the American worker will be in a stronger position to adapt to the global economy.”7


It was a strategy conceived long before anyone had heard of the Great Recession, subprime mortgages, credit-default swaps, or the growing need for an economic stimulus package.
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The intoxication that followed Obama’s victory on Tuesday, November 4, was about to get a cold shower. On that Friday, the Labor Department released latest unemployment numbers that showed 10 million people were now unemployed. It was the highest number since the fall of 1983.

Obama was in Chicago meeting with his economic advisers at the downtown Hilton, a hotel that overlooked the park where just days before Obama had accepted the presidency. The meeting was attended by a pantheon of economic sages and political gurus, many of whom were veterans of the Clinton White House. Warren Buffett, the second-richest man in the world, known as the “Oracle of Omaha,” participated by speakerphone. And, of course, there was Larry Summers.

The experts talked about how the financial crisis was spreading to other sectors of the economy, including small businesses. They discussed the budget crises confronting state and municipal governments. They listened to the latest news about troubles in the auto industry. And they spoke urgently about designing a rescue plan, centered around Obama’s campaign promises: clean energy, health care, education, and tax cuts for the middle class.

At 3:00 P.M., Obama entered a hotel ballroom for his first press conference since becoming president-elect. With his brain trust, a row of American flags, and a blue curtain behind him, he approached the lectern and looked out at the press corps.

“Oh, wow,” he said.

Obama began by addressing the horrible unemployment news and reminding everyone that he wasn’t president and wouldn’t be for another two and a half months. Despite that, he pressed Congress to get moving.

“A fiscal stimulus plan that will jump-start economic growth is long overdue,” he said. “We should get it done.”

The government needed to stop the spread of the crisis, which was becoming increasingly global. Obama expressed little confidence that Congress would pass a stimulus package during the lame-duck session, but still, as he met with President Bush and toured the White House the following Monday, he pressed him to try to achieve one before the inauguration.8


Appearing on ABC’s This Week, Rahm Emanuel, the savvy powerbroker whom Obama had recently named as his chief of staff, was asked whether the economy had caused Obama to postpone his other domestic priorities. Emanuel responded that rather than getting in the way, the crisis provided an opportunity for the administration to get them done. Many issues that were usually thought of as long term were now immediate and had to be tackled.9 It was something Obama had said before and would say again Saturday in his weekly radio address. But Emanuel had a knack for sound bites, intentional or not. Speaking again at a Wall Street Journal conference for CEOs, he said, “You never want a serious crisis to go to waste.”

The comment kindled one of the Republicans’ first resentments—that Obama was exploiting the plight of the unemployed worker to force through a liberal agenda. But the comment also reflected a new reading of the downturn. Economists were starting to realize that this was a big one and a quick infusion of cash wasn’t going to do the job. There was a growing consensus in Democratic circles that the  slowdown wasn’t just the symptom of a housing bubble or a greedy Wall Street but instead the consequence of inaction over decades. The energy crisis of the early 1970s, the failure of health care reform in the 1990s, the lack of financial regulation after the savings and loan crisis and then the Internet bubble, the stagnant wages of the middle class all had contributed to the crash. The goal was no longer to simply stimulate the economy but instead to rebuild it. Speaking at the same conference, Larry Summers rattled off a new rubric for a recovery plan. Instead of “timely, temporary, and targeted,” the test was now “speedy, substantial, and sustained.”
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The announcement of a nascent recovery plan didn’t come in a grand oration in a Rust Belt gymnasium so commonplace on the campaign trail. It came on November 22 in a weekly radio and YouTube address. Sitting in a dimly lit office at his transition headquarters, an American flag on his right, a potted plant and framed picture of his family on his left, Obama read into a camera. He said that he had directed his economic team to develop a plan to create two and a half million jobs over two years. It was not just a plan for the immediate crisis but “an early down payment” on the promises he made during the campaign.

“We’ll put people back to work rebuilding our crumbling roads and bridges, modernizing schools that are failing our children, and building wind farms and solar panels, fuel-efficient cars, and the alternative energy technologies that can free us from our dependence on foreign oil and keep our economy competitive in the years ahead.”

The plan was based on a theory laid out by British economist John Maynard Keynes, who in the 1930s promoted government intervention and public spending as the antidote for economic downturns. Widely respected in the decades that followed, Keynes’s ideas fell out of favor in the 1970s and 1980s as “stagflation,” the rising of unemployment and inflation at the same time, led to the prominence of supply-side economics. Even though Keynesian economics advocated tax cuts to stimulate demand, by the time Obama’s team picked it up, it had become synonymous with big government. Its revival was sure to be controversial.

The biggest and best-known example of public spending in a downturn was the alphabet soup of programs created by FDR during the Great Depression. The Works Progress Administration put 8 million people to work building roads and monuments. While the Depression didn’t end until World War II, the vast defense buildup was itself a form of stimulus, as was the Interstate Highway System and the space race during the 1958 recession. To recover from the 1960–61 recession, President Kennedy signed bills to retrain workers displaced by technology and to provide grants and loans for businesses in low-income areas to hire workers and build new plants. President Nixon expanded these programs with the Comprehensive Employment and Training Act of 1973. Throughout the 1970s, Congress distributed billions of dollars to local governments and nonprofits to create jobs for the poor and unemployed. But as Keynes’s influence ebbed, America soured on such ambitious stimulus efforts. A relatively modest $16 billion stimulus proposed by President Bill Clinton in 1993 disintegrated in a partisan standoff in the Senate. During the presidency of George W. Bush, stimulus took the form of tax rebate checks in 2001 and then again in 2008. By the time Obama announced his plan, the modern example of a public works stimulus was Japan, which had languished for two decades despite trillions of dollars in stimulus packages.

The Monday after announcing his recovery plan, Obama was back in the ballroom at the Hilton Chicago, to introduce the first members of his economic team. Timothy Geithner, the head of the New York Fed, would serve as Treasury secretary. Melody Barnes, domestic policy adviser during the campaign, would play the same role in the White House. To lead the Council of Economic Advisers, he chose Christina Romer, a professor at the University of California, Berkeley. And as his chief economic adviser, he picked Larry Summers.

Romer was a scholar of the Great Depression, having spent much of her life studying the New Deal and the economic expansion after World War II. She argued that FDR’s deficit spending plan was right. But it ultimately was too small to counteract a large tax increase at the end of the Hoover administration or the cuts enacted by state and local governments to balance their budgets. Romer’s interest in recessions was also personal. She later recalled how in the aftermath of the  1981–82 recession, her father lost his job at a chemical plant, telling her that he had “been sacked.” That same year, her mother found out that her teaching job was in danger. In Obama, Romer saw a president she wholeheartedly believed in. On election night, after celebrating with a glass of champagne with some friends, Romer and her husband got in their car and drove to downtown Oakland where people were rowdily honking their horns. “There we were,” she recalled later. “Two middle-aged economists dancing in the street with the Oakland teenagers.” Standing at the press conference, with her fingers clasped in front of her, Romer seemed to be trying to stifle a giggle. She looked cherubic and bashful. It was almost as if she couldn’t believe she was there.

Summers, in contrast, looked dour and unfazed by the honor. Summers was a no-brainer for the captain of Obama’s economic recovery team. The son of two economists, the nephew of two Nobel Prize–winning economists, a boy who entertained himself with math problems and developed a model to predict a baseball team’s performance, Summers was one of the most intellectual economic minds of the generation.10 As a key official at Treasury under Clinton, he was credited with engineering the policies that led to the prosperity of the 1990s. But Summers could also be blunt and dominating, arrogant and brash.

Not satisfied to quietly build his team and prepare his agenda, Obama was perhaps more present as president-elect than Bush was in his final weeks as president. On Tuesday Obama was back in the Hilton Chicago ballroom for another press conference to announce that Peter Orszag, the congressional budget director would be his White House budget director. On Wednesday, he was in the ballroom once more, the same lectern, the same row of American flags, the same blue curtain. This time, it was to appoint Paul Volcker and Austan Goolsbee to lead a new independent panel known as the President’s Economic Recovery Advisory Board.

On December 1 came the official word. The National Bureau of Economic Research announced that the United States was in a recession and had been since December 2007. The coronation came as a surprise to no one. More than 30 million people were now on food  stamps, the most in history. That same day, Governor Arnold Schwarzenegger declared a fiscal emergency in California, as an $11 billion budget deficit threatened to grow, giving the state two months before running out of cash.

But Obama’s economic advisers didn’t have to look that far to realize the desperation. The next day, just five miles up the Chicago River from transition headquarters, the workers at the Republic Windows and Doors factory found out that the plant would close in three days and all 250 of them would lose their jobs. They would not get severance pay or any compensation for their accrued vacation days despite a federal law requiring that workers get sixty days’ notice before a significant layoff. Instead of going quietly, Armando Robles and other leaders of the United Electrical, Radio and Machine Workers of America Local 1110 organized a sit-in of the metal factory building on Goose Island. For six days, the workers occupied the plant in rotating shifts until negotiating a deal with the banks that had caused the crisis by pulling a line of credit. The workers had entered the factory helpless and exited as heroes. However, they still did not have jobs.

Obama’s economic team was scrambling to hear from every constituency. Emanuel and other aides were dispatched to the halls of Congress, where they met with the heads of every committee. At Philadelphia’s Independence Hall, Obama met with the nation’s governors, who wanted $136 billion for ready-to-go infrastructure projects and $40 billion to buttress their Medicaid programs.11 The list of their priorities, Emanuel told reporters, included roads and bridges, high-speed rail, water-treatment systems, schools, public transit, broadband Internet, electronic medical records, and “green” technology.12


Obama met with Tom Brokaw on Meet the Press, where Brokaw asked him the question on everyone’s minds: “How quickly will it mean jobs out there across America and how much is it going to cost and who’s going to pay for it?”

Obama didn’t answer directly. He talked about how governors had infrastructure projects lined up to begin, how his economic team was working on the price, and how the public shouldn’t worry about how to pay for it.

“We’ve got to provide a blood infusion to the patient right now to make sure the patient is stabilized,” he said. “We can’t worry short-term about the deficit. We’ve got to make sure that the economic stimulus plan is large enough to get the economy moving.”13


But how much should a recovery plan cost?

It was a question Obama’s economic advisers had been wrestling with for weeks. Go too high and it might not get through Congress. Go too low and it might appear to have failed, gumming up any chance of a second bite at the apple.

Romer and Summers had been dialing up economists of every stripe asking for advice. Martin Feldstein, president of the National Bureau of Economic Research, which officially calls recessions, recommended $800 billion divided over two years.14 In Stockholm, Sweden, to accept the Nobel Prize, Princeton economist and New York Times columnist Paul Krugman said it should be north of $600 billion. Another Nobel economist, Joseph Stiglitz, suggested between $600 billion and $1 trillion. Robert Reich, Clinton’s Labor secretary, was one of the highest. When asked for advice by Romer, he said $600 billion. “For one year?” Romer asked. “Six hundred billion for each of two years,” he replied. On the other side was John Taylor, an adviser to both President Bushes, who said it should all be in the form of lower taxes.

When Romer flew out for her first meeting with Obama in mid-November, he got immediately to the point. The Fed is largely out of bullets, he said. They needed to start thinking of some sort of fiscal stimulus. Ever since, Romer had been running models to see what would happen to the economy with $400 billion, $600 billion, $800 billion, and $1.2 trillion. The analysis indicated that given the path the economy was taking, a $1.2 trillion stimulus plan was needed to get the unemployment rate back to normal quickly. But the aides had decided that the T-word would never make it in Congress. Being new to government, Romer chose not to fight rather than seem like she didn’t understand the realities of Washington. She had already convinced the economic team to raise the price to $800 billion. So in a bit of internal censoring, Summers suggested they take the $1.2 trillion figure out of the first draft, and Romer agreed. Obama would never  see it. In the thick report that Summers presented to the president-elect, there was no mention of the trillion-dollar plan.

[image: 012]

On December 16, the economic advisers flew out to Chicago for what Romer called their “Outward Bound experience.” With the transition team on a tight budget, they flew coach and ended up with the middle seats of the last four rows of the plane. Little did the other passengers know, but the fate of the American economy rested on the plane landing safely at O’Hare. “If this plane goes down, the entire economic team goes down,” Romer remembered thinking.

In Chicago, it was a frigid winter’s day. A high of twenty-two degrees, a low of nine. The snow fell steadily for ten hours, blanketing the streets in white. Inside transition headquarters, Obama met with his economic advisers to hash out a cost for the recovery plan. He was getting ready to leave for a two-week family vacation in Hawaii. But first he wanted to hear what they had learned.

In addition to Summers, Romer, Emanuel, and Orszag, around the table were Treasury secretary Tim Geithner, Vice President Biden, Melody Barnes, climate and energy adviser Carol Browner, the vice president’s economic adviser Jared Bernstein, and David Axelrod, Obama’s longtime confidant.

Romer opened the meeting by describing an imminent slump of the size and severity not seen since the Great Depression. Without immediate action, the economy could lose another 3 million to 4 million jobs in the next year.

“The economy is very weak and deteriorating fast,” she began. “David just told us the American people hadn’t had their ‘holy-shit moment.’ Well, Mr. President, this is your ‘holy-shit moment.’ This recession is very bad and we need to hit it with everything we can.”

Surprised at what the seemingly sweet Romer had just said, Obama replied, “Did she just say shit?”

Romer then took on the role of professor, running through a series of charts and graphs on PowerPoint, explaining the baseline forecast and the concept of fiscal multipliers. She then talked about the two big risks facing the administration. In one, the economy went  into a deflationary spiral leading to a second financial panic. In the other, America would end up like Japan, where the economy stops falling but struggles with ten years of anemic growth.

Over the course of four hours, as snow continued to fall to a record of five inches, Obama heard from all his aides. Geithner talked about the credit crisis, how the lockdown on lending threatened to pull the economy into a downward spiral. Orszag, who turned forty that day, closed the meeting with a dismal report on the deficit.

“It was an unforgettable series of presentations,” Obama would recall later.

The recovery plan was divided into three parts. A third of it would go to tax cuts to help the middle class and encourage businesses to invest. Another third would assist those hurt by the recession, pouring money into food stamps, health care for the poor, and state budgets to prevent layoffs. The final third would be dedicated to investments to lay the groundwork for Obama’s priorities of energy, education, and infrastructure.
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