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This book is borne of annoyance: a great bewilderment over the myth that continues to surround the presidency of Ronald Reagan. It gives voice to a vast swath of psychically disenfranchised Americans, millions of them, lumped most thickly in the urban areas on either coast, who never understood Reagan’s appeal. For more than two decades they have stood by puzzled as this Hollywood actor and shill for General Electric, this obvious enemy of the common people he claimed to represent, this empty suit who believed in flying saucers and allowed an astrologer to guide his presidential scheduling, held sway over the American imagination.


Evidence is amassing to support their view. The bitter legacy of Reaganism—the subprime mortgage scandal, the near collapse of the financial system, widening income inequality, the emergence of Lock-down America, the obscene inflation of CEO compensation, the end of locally owned media, market crashes, blackouts, drug company scandals, rampant greed and materialism—is all around us. As D. H. Lawrence once wrote in another context, “The cataclysm has happened, we are among the ruins.” But the controversy that once surrounded Reagan seems to have been banished from our public discourse. It is not that there is no public indignation over the state of our democracy. Americans are in wide agreement that the country has gone horribly off course, that Washington is now bought and paid for by corporations and is making little effort to solve the nation’s most vexing problems. The great conundrum is this: none of these unmistakable harbingers of American decline is being laid where it belongs—at the door of Ronald Reagan.


In the two decades that have passed since Reagan left office, no nonacademic book has appeared making the case that his policies were destructive for America, even though that view is commonly held among members of the left-liberal intelligentsia. We have just finished a presidential campaign season marked by an unseemly competition among Republican aspirants to wrap themselves in the Reagan mantle. “I am a conservative Republican and I will remain so in the school of Ronald Reagan,” proclaimed John McCain. “I took the exact same path Ronald Reagan took,” insisted Mike Huckabee. In a Time magazine cover story headlined “What Would Ronnie Do? And Why the Republican Candidates Need to Reclaim the Reagan Legacy,” political correspondent Karen Tumulty wrote admiringly that the former president “embodied the idea that progress comes from going up against the status quo.”


The disconnect between the Reagan of myth and the Reagan of reality has been palpable in the media for years. Rarely in the history of the democratic world has a press corps been so blind to a leader’s faults, so gullible in the face of a concerted effort by a small band of zealots to burnish an otherwise lusterless image. The so-called liberal media failed to utter a peep of protest in 2003 when Esquire magazine named Reagan “the greatest living American.” This abjuring of all standards of evenhandedness by the media could not help but have a profound impact on public opinion. It explains how a 2001 poll by the Gallup Organization could find that Americans rate Reagan as the most popular former president, ahead of Kennedy, Lincoln, and Washington. His name adorns public landmarks across the country—the former Washington National Airport, any number of freeways, a medical center in Los Angeles, a Navy aircraft carrier, countless schools and office buildings, and a peak in New Hampshire’s famous Presidential Mountain Range. A group called the Ronald Reagan Legacy Project has a goal of pinning his name to a landmark in every one of the nation’s 3,067 counties, including a monument to rival the Lincoln Memorial on the Mall in Washington.


The apotheosis of Ronald Reagan was never more abject than in the coverage of his funeral. In death, as in the last years of his life, Reagan was revered in the media as a great patriot whose love of country and undying faith in American exceptionalism—the “shining city on a hill”—were his defining traits. He was lionized for his instinctive identification with the common man and for espousing the traditional values that had once been the backbone of the nation. He was hailed for an infectious optimism that restored the nation’s faith in itself and put us on a path to the two longest spurts of economic growth in American history. The scant criticism of his domestic policies, almost none of it found in the electronic media, followed the same well-worn threads: his tax cuts and military buildup led to huge budget deficits, his administration was rife with ethical violations, his cuts in social welfare programs were seen by some as mean-spirited.


The script could not have been more adoring if it was written by Nancy Reagan herself. But it was also stunning in its myopia. For Ronald Reagan, when the layers of myth are peeled away, was arguably the least patriotic president in American history. He laid the foundation for a new global economic order in which nationhood would gradually become meaningless. He enacted policies that helped wipe out the high-paying jobs for the working class that were the real backbone of the country. This supposed guardian of traditional values was the architect of wrenching social change that swept across the country in the 1980s, the emergence of an eerie, overcommercialized, postmodern America that has left so much of the populace psychically adrift. Reagan propelled the transition to hypercapitalism, an epoch in which the forces of self-interest and profit seek to make a final rout of traditional human values. His legacy—mergers, deregulation, tax cuts for the wealthy, privatization, globalization—helped weaken the family and eradicate small-town life and the sense of community.


Not only the inner-city poor, but working-class and middle-class Americans in small towns across the country were the losers in the post-Reagan era. Because of deregulation, trucking concerns, bus companies, and airlines have eliminated much of their service to small rural communities, leaving them isolated and economically depressed in a society ever more dominated by the great population centers on either coast. Because of corporate consolidation, businesses are no longer owned locally and Main Street is gone. Companies made over many times by mergers and forced to tailor every decision to stock market prices have little loyalty to communities or people. Commerce becomes alien, unreliable, globalized. Plants are closed and companies are downsized, families uprooted, communities left without anchors. Reagan blithely ushered in an age of impermanence.


It is remarkable that Reagan took none of the blame for the corporate scandals that marred the last years of the American century and ushered in the millennium, since they were largely of his making. Without his tax, regulatory, and antitrust policies, there would have been no savings-and-loan bailout, no frenzy of mergers in the 1980s and 1990s, no unseemly scramble for overnight fortunes by arbitrageurs and raiders, no destructive obsession with quarterly earnings at the expense of long-term investment, no wholesale abandonment of ethics on the part of corporate executives. Nor would there have been an Enron or a subprime mortgage crisis, which sent shock waves through the global financial system and placed the country on the brink of its worst economic downturn since the Great Depression. The ultimate ramifications of the crisis are still not clear as of this writing.


The contagion of free-market purism has infected almost every sector of American life. It was hardly a surprise that so little of Reagan’s real legacy was found in the journalism that followed his death. The very simplicity of the image the public took away from his funeral, that of a mythical Reagan riding off into the sunset of the country he loved, was itself a result of commercial values invading our most important institutions. The same government policies that fueled corporate mergers in other sectors propelled the increasing concentration of the media, which has resulted in a shallow and homogeneous presentation of the news that runs no risk of offending advertisers. In the days following Reagan’s death, the media showed little interest in the minutiae of his presidency, dwelling instead on the Gipper’s beatific smile, his sunny optimism, his long love affair with Nancy, the pageantry of the funeral, anything but his real effect on the world.


A typical moment was a Dateline NBC segment on Reagan’s legacy in which correspondent John Hockenberry reported that in the late 1970s, America’s torpor and self-doubt were swept away when “Ronald Reagan rode in from the West.” Hockenberry gushed on with superlatives: Reagan was “larger than life,” had “enduring popularity,” was “a legend,” “stuck to his guns,” had a “personal touch”; his “achievements matched his soaring rhetoric”; “it would take more than a recession or James Bond adventure run amok, like the Iran-Contra scandal, to derail this president.” Hockenberry and his guests spoke 114 sentences during the segment, only two of them containing criticism of Reagan’s policies, and even those criticisms were dismissed in the same breath. Hockenberry said Reagan’s policies “inflamed critics who claimed he did not grasp the complexity and contradictions of his own positions. But Reagan saw no contradictions. His feel for simplicity came from what seemed to be a basic sense of right and wrong, good and evil, and an old-fashioned ideal.”


It cannot be disputed that there are legions of Reagan critics across the country. But why are they never seen on television or quoted in the media? Why is this dissenting view of Reagan’s “heroism” never in the public eye? When CBS announced plans in 2003 to air The Reagans, a TV movie that presented Ron and Nancy in an unflattering light, there was such an outcry among Republicans—including a threatened advertising boycott—that the network canceled the showing and turned it over to Showtime, a cable network that had a fraction of the CBS audience. Television critics were quick to point out that it was unheard of for a network to pull the plug on a TV movie simply because of nit-picking over its accuracy. When it comes to media assessments of Ronald Reagan’s presidency, the usual standards seem not to apply.


This book—focusing solely on domestic policy—is an effort to tell the story that architects of the Reagan propaganda machine have so zealously tried to suppress, an account of what the political cynicism and free-market zealotry of our fortieth president have done to America; how his legacy has decimated small-town life and undermined values that were once at the core of traditional conservatism; how it altered the American character by implanting an exaggerated sense of self-interest in every one of us at the expense of communitarian values. It is also an attempt to document the harm that Reagan’s policies have brought to the average Americans who gave him such resounding victories at the polls. Reagan was fond of telling us that his entire life was shaped by the values instilled in him by his boyhood in Dixon, Illinois, a pastoral oasis with white picket fences, a tidy main street, and neighbors who looked out for one another. This identification with small-town America gave him the persona that was the key to his success in Hollywood and politics. “Reagan was Illinois come to California,” wrote his most prolific biographer, Lou Cannon. “He was the wholesome citizen-hero who inhabits our democratic imaginations, an Everyman who was slow to anger but willing to fight for the right and correct wrongdoing when aroused.” Reagan’s speeches were filled with paeans to the common man: the farmer, the factory worker, the letter carrier, the fireman. He told them that they were the foundation of America. Their toil, their effort to build a more prosperous future for their families, was the backbone of our economy. It was a message that resonated with much of the country’s lower and middle classes. Blue-collar whites from urban areas joined the rural folk in all the Dixons spread across the American heartland in delivering Reagan the presidency. They believed he was going to fight for them.


But therein lies the great myth of Reaganism, for his betrayal of the working people of America could not have been more complete. Thanks in large part to Reagan’s policies, the two periods of economic expansion that followed his election did little for Americans in the middle and lower income brackets. While Reaganomics helped create huge fortunes for those at the top of the income ladder, it brought a reversal in the slow gains that the working class and the poor had made in the previous two decades. An exhaustive survey of wealth published by the Economic Policy Institute in January 2001—before the economic troubles that have plagued America in the wake of the Iraq War—painted a picture of rising inequality. Expressed in constant 1998 dollars, households whose wealth placed them in the bottom 40 percent of the country had seen none of the benefits of two decades of economic growth. Between 1962 and 1983, the average household net worth of that group had grown from $800 to $4,700. But by the time Reagan was out of office in 1989, that group had a negative net worth of $4,100; that is, they were in debt for that amount. Even during what has been described as the unbridled prosperity of the 1990s, that group has floundered, its household worth reaching only $1,100 by 1998. Trickle-down economics had proven to be a fallacy.


Nor were the benefits of the Reagan Revolution showered on the middle class. Between 1983 and 1989, the household worth of the middle 20 percent grew modestly, from $55,500 to $58,800, and then began declining, reaching $49,100 by 1995. Only in the second half of the 1990s did the middle 20 percent begin to see the benefits of prosperity, with its household worth climbing to $61,000 in 1998. Still, after the two longest spurts of economic growth in American history, the middle 20 percent of American households was on average only $5,500 richer.


The real winners in that economic growth were the wealthy. The top 1 percent of households saw its average net worth grow from $7.2 million to $9.1 million between 1983 and 1989, a 26.9 percent increase that far surpassed the 6 percent growth for the middle 20 percent. The next 9 percent at the top of the ladder saw its worth grow from $814,200 to $897,900, more than a 10 percent increase. And the wealthy continued to pull away from the rest of the pack in the ensuing years. The top 1 percent had a net worth of $10.2 million in 1998—a 42.2 percent increase from 1983—and the next 9 percent had an average worth of $1 million, a 24.4 percent increase from 1983. The middle 20 percent of households saw the net worth increase by only 9.9 percent in that decade and a half.


So for everyone except the already rich, there was no boom in the 1980s and 1990s. When the U.S. Census Bureau released new census figures in May 2002 on household income, the headlines in newspapers across the country expressed surprise that in many states inflation-adjusted median income had declined or had been essentially flat through the decade. The media had spent so much of the decade touting the lifestyles of the rich and famous, and heralding the benefits of prosperity, that they did not know how to react when the figures showed that, nationally, median household income had risen by only $1,200 in constant dollars between 1989 and 1999. And even that increase was attributable to the growth of two-income families and the trend toward more working hours. Some of the supposedly most prosperous states, like New York, Connecticut, and California, actually saw decreases in their inflation-adjusted median household income. Some economists and demographers theorized that the huge influx of low-income immigrants in key population centers had dragged down the median income numbers, but none went so far as to suggest that there was an enormous windfall for ordinary Americans that had somehow been missed in the numbers. The decade’s prosperity had for the most part been limited to people at the top of the economic ladder.


Much has been made of the great democratization of the stock market in the 1990s. Conservatives have peddled the notion that regular Americans had shared in the stock market booms through their 401K and pension plans. But the numbers that emerged at the end of the century also belied those notions. While 52 percent of Americans in the $25,000-to-$49,900 income bracket owned stock in 1998, the monetary gains of the average household were insignificant compared to those of the rich, according to the Economic Policy Institute. Between 1983 and 1998, the average value of stock owned by the wealthiest 1 percent of the nation’s households grew from $1.6 million to $2.5 million, while the value of stock owned by the next 9 percent of households increased from $100,000 to $291,000. But the stock owned by the middle 20 percent—including retirement funds—only increased from $1,600 to $9,200. The value of stock owned by the bottom 40 percent increased from $400 to $1,700. As the authors of the EPI report put it, the numbers showed that the stock market was of “little or no financial importance to the vast majority of U.S. households.”


While recognizing the shortfalls of supply-side economics, even many liberals have reluctantly bought into the idea that the Keynesian regime was bankrupt by the 1970s. To one degree or another, they have come to accept the central fallacy of Reaganism: that the economic ills of the 1970s—the decline of manufacturing and the twin evils of high unemployment and galloping inflation—were the result of excessive regulation of business, out-of-control public spending, and a tax system that was choking our entrepreneurial spirit. But this is merely a testament to how effectively conservatism has infected the consciousness of Americans. No one—certainly not the mainstream media—seems to have noticed that Reagan’s diagnosis of our economic problems has been debunked in its entirety, and not just by Keynesian economists.


In 1986, the Massachusetts Institute of Technology assembled a panel of experts in economics, technology, business management, political science, and other disciplines to mount an exhaustive study on the competitiveness of U.S. manufacturing. The findings of the MIT Commission on Industrial Productivity, as the panel was known, were debated before congressional committees and in conferences among corporate executives. The report’s authors noted that in more than one hundred presentations and workshops conducted at major companies, the commissioners found that corporate executives were in widespread agreement with their conclusions.


And this is what they found: excessive taxes and regulation and high labor costs were not responsible for the loss of America’s productive supremacy. Rather it was the myopia of U.S. industry, the refusal to sacrifice short-term profits in the interest of long-term investment in plant and equipment. The commission also faulted American business for not responding to the needs of customers and being much slower than their Japanese and European competitors in bringing new products to the market. Some loss of the world market was natural as Japanese and European countries rebuilt their industries after the devastation of World War II. But in studies of eight key industries—including automobiles, steel, and textiles—the commission found that most of the American firms had lost their competitive position because of poor decisions by executives, not because of macroeconomic factors like taxes and regulation.


The commission acknowledged that in some sectors of the economy a shortage of capital had hampered productive performance. But it said that when capital did become available, the industries tended to invest in areas that they viewed as more profitable than the retooling of factories and the development of new products. Perhaps most important, the commission concluded that the Reagan administration’s encouragement of mergers and rampant speculation was feeding into exactly what was wrong with U.S. industry. “Only an extraordinary optimist could believe that the current wave of takeover activity is an efficient way to deal with the organizational deficiencies of American industries,” the commission said in its report. “In at least one respect, its tendency to favor short-term horizons, we believe it is part of the problem, not part of the solution.”


As is now well known, Reagan’s supply-side policies failed to spur investment in plant and equipment. According to Harvard University economist Benjamin Friedman, the portion of national income invested in plant and equipment had been well over 3 percent in each of the three decades that preceded Reagan’s election, but the period of 1980 to 1988 saw an investment rate of 2.3 percent. In none of the years that Reagan was in office did the rate exceed 3 percent. Instead, Reagan’s policies led to two decades of mergers and speculation, which yielded huge fortunes for the upper class but entailed a loss of economic ground or meager benefits for most Americans.


While Reaganism has often been portrayed as the antithesis of the New Deal, it was more profoundly a repudiation of a long epoch of reform that, with some brief but notable interruptions, extended from the Populist era through the early 1970s. At the turn of the century, Progressivism brought about a political and cultural awakening whose reform impulses reached into every sector of American life: law, philosophy, economics, art, literature, education, the social sciences. The period brought about the creation of the Federal Trade Commission to protect the public from the most avaricious tendencies of big business, the enactment of important laws like the Pure Food and Drug Act of 1906, and the establishment of new rights like woman suffrage. Through an explosion of good-government groups, the average citizen began playing a greater role in public policy. Progressivism also spawned the concepts of business ethics and labor relations, the recognition that tending to the morale and working conditions of employees was smart management.


The combined sweep of Populism, Progressivism, and the New Deal opened the way for the remarkably affluent and egalitarian society that existed in the middle decades of the twentieth century, a golden era that has never been fully appreciated by liberals. Nor was it appreciated by Reagan, even though he was supposedly the embodiment of our halcyon past. With his incessant claim that reducing government intervention in the economy would return us to the good times of the midcentury, Reagan was conveniently forgetting that America’s prosperity had reached its highest levels at a time when government activism—the legacy of Progressivism and the New Deal—was also at its peak. America came out of World War II with the common man a hero, the welfare state firmly ensconced, and the influence of labor unions at an all-time high. And yet it was also a period of high capital formation, rising profits, rising productivity, and increasing living standards for even the poor and the middle class. In 1957, even a left-leaning social critic like Max Lerner could call it “a people’s capitalism.”


Inequality and other social ills were still very much a fact of life in this people’s capitalism. The epoch of the common man encompassed two periods of ascendant conservatism—the 1920s and 1950s—and at times coexisted with paroxysms of reaction like the Cold War, Mc-Carthyism, Cointelpro, and the Jim Crow laws. People of color, women, gays, and other minorities were often not allowed to fully share in the gains of the white working class. The historian Howard Zinn has noted that there were more American blacks lynched during the Progressive era than any other time.


But alongside those unquestionable evils there arose a society more and more responsive to the needs of the lower classes, not just in the United States but in Europe. José Ortega y Gasset famously surveyed the rising power of the common man in his 1930 book, The Revolt of the Masses, arguing that the unprecedented influence of working people over the political, economic, and cultural affairs of Spain—what he called “the brutal empire of the masses”—was a crisis in the making, a threat to the wisdom, benevolence, and taste with which the aristocracy had shepherded the people. “You want the ordinary man to be master?” he warned in ominous tones. “Well, do not be surprised if he acts for himself, if he demands all forms of enjoyment, if he firmly asserts his will, if he refuses all kinds of service, if he ceases to be docile to anyone, if he considers his own person and his own leisure.”


These dark portents were laid to rest with the emergence of New Deal liberalism and the great social democracies of western Europe, where the “brutal empire of the masses” turned out to be a more just society, where the working classes did indeed cease being docile and won higher wages, more leisure time, and greater government protection of their health, safety, and welfare.


Reagan stood against everything that had been achieved in this remarkable age of reform. His constant attacks on the inefficiency of government, a rallying cry taken up by legions of conservative politicians across the country, became a self-fulfilling prophecy. The more money that was taken away from government programs, the more ineffective they became, and the more ineffective they became, the more ridiculous government bureaucrats came to be seen in the public eye. Gradually government, and the broader realm of public service, has come to seem disreputable, disdained by the best and brightest college students planning their careers. And the image of government has been dragged down even further by the behavior of politicians, who, imbued with the same exaltation of self-interest that is the essence of Reaganism, increasingly treat public office as a vehicle for their own enrichment.


Reagan’s brand of conservatism rippled across our society as thoroughly as did Progressivism, in ways that no one writer has fully explored. He disenfranchised the average citizen by inventing the soft-money machine that made large corporations the real power in Washington. He weakened the enforcement of labor laws and inspired union busters across the country by firing the more than eleven thousand striking air-traffic controllers and breaking their union in 1981. He empowered corporate executives to abandon the concept of loyalty to employees, shareholders, and communities and weakened the bargaining power of labor. He presided over the slow creep of commercial values into virtually every sphere of American life. Commercialism has invaded realms where it was once verboten: the nonprofit sector, law, health care, politics, public schools, public radio, and public television. Instead of public policy’s influencing the corporation to fit the needs of society, society is shaped to fit the needs of the corporation.


That is not to say Reaganism represented a sudden rupturing of a liberal utopia. Reagan came into the White House at a time when it was widely acknowledged that Americans were in the midst of a spiritual and psychological crisis, not just unease caused by oil shortages, unemployment, and inflation, but a deeper ennui related to our very identity as a people. An array of social critics, among them Christopher Lasch, whose best-selling book The Culture of Narcissism appeared in 1979, attributed this bewilderment to the increasing self-absorption of Americans. The quest for sensory pleasure and personal liberation that for so many of the unenlightened had been the dominant ethos of the 1960s, laid the ground for the “Me Decade” of the 1970s, with its emphasis on health, personal well-being, and inner tranquility. The seventies were marked by a shift from public to private concerns, from antiwar protests and civil rights marches to Transcendental Meditation, macrobiotic diets, jogging, and other vehicles of “self-actualization.” Americans had been withdrawing into themselves since the end of World War II, as the rapid suburbanization of the country and other social forces disrupted ties to family and neighborhood that were vital to our sense of identity, and more and more employees became faceless and powerless drones in the corridors of huge corporations. The new suburban middle class no longer sought fulfillment in God or community, but in material acquisition and the superficiality of status. By the 1970s, these trends had produced a spiritual crisis. Americans were stampeding to therapists to fill their inner emptiness. They had traded their country’s shared sacrifice and sense of community for a culture of self-interest, what Lasch described as a “war of all against all.”


Jimmy Carter recognized the disillusionment of his fellow citizens and sought, however feebly, to reawaken the communal spirit of America. With Lasch advising him, he delivered what has become known as the “malaise speech” in 1979. Often mocked as an exercise in hand-wringing that depressed rather than inspired the country, the speech—as of this writing—was the last fully honest message that a president ever delivered to the American people, and its diagnosis of our spiritual affliction could not have been more accurate:




In a nation that was proud of hard work, strong families, close-knit communities, and our faith in God, too many of us now tend to worship self-indulgence and consumption. Human identity is no longer defined by what one does, but by what one owns. But we’ve discovered that owning things and consuming things does not satisfy our longing for meaning. We’ve learned that piling up material goods cannot fill the emptiness of lives which have no confidence or purpose.





It was a speech Americans did not want to hear. Ronald Reagan was far more attuned to the public mood. Rather than lament the shallow self-interest of many Americans, he celebrated it as a virtue. He echoed the credo of Adam Smith (or, more directly, the teachings of conservative economist Milton Friedman and his disciples in the University of Chicago School of Economics), which held that the bald pursuit of personal gain was the foundation of American prosperity. John F. Kennedy, in his inaugural speech, had urged Americans, “Ask not what your country can do for you. Ask what you can do for our country.” Reagan turned that sentiment on its head, asking in his stock campaign speech, “Are you better off than you were four years ago?”


In the post-Reagan era, the talk of a spiritual crisis in America is no longer heard. We have accepted our psychic emptiness. Our socialization is now fully imbued with commercial values, consumption our greatest good. Many social critics in the immediate postwar era, ranging from the leftists Herbert Marcuse and C. Wright Mills to more moderate thinkers like William H. Whyte and David Riesman, were disturbed by the effect that corporate domination of society was having on the American character. From infancy, Americans were programmed to be consumers. In what John Kenneth Galbraith called the “dependence effect,” corporations not only manufactured goods but also had to manufacture the desire for those goods. If advertising—and society’s value system—did not inculcate an ever-increasing propensity for consumption of automobiles, luxury homes, color televisions, and electric dishwashers, the American capitalist machine would shudder and come to a halt. This vision was haunting enough. The new corporate domination that Reagan unleashed on America is even more horrifying, for the products of our new information-based economy are no longer toasters and dishwashers but culture itself. For American capitalism to survive now, we must consume the effluvia of the entertainment industry, that vast synergy of books, movies, music, television shows, and video games, each in one way or another transmitting the ethos of materialism and consumption. The output of American capitalism is no longer in our driveways and our kitchens but in our heads.


In 1978, the Federal Trade Commission sought to enact regulations that would ban all television advertisements aimed at children under the age of seven. The proposal was prompted by studies showing that children that age cannot differentiate between programming and advertising. Despite support from the American Academy of Pediatrics, the National Congress of Parents and Teachers, the Consumers Union, and the Child Welfare League, the proposal was killed when Reagan and his appointee as FTC chairman, conservative economist James Miller III, came into office. Their allegiance was not to parents and children, but to the corporate interests lobbying against the regulation, including the National Association of Broadcasters, the Toy Manufacturers of America, and the Association of National Advertisers. Advertising aimed at young children now runs around the clock on Nickelodeon, the Disney Channel, and the Cartoon Network, as children spend unprecedented numbers of hours in front of the television set. Is it any wonder that children are more materialistic than ever, obsessed with status symbols, proudly wearing the brand names of corporations on their clothing? Teenagers no longer buy sneakers and T-shirts; they buy Nike and Abercrombie & Fitch.


It is ironic that Red State America, while uneasy about George W. Bush’s foray into Iraq and the recklessness of his fiscal policies, delivered him victory in 2004 on the basis of his adherence to traditional values. Polls showed that among the voters who cared about values, the mindless and debased messages emanating from the entertainment industry were of paramount concern. How is it that Democrats could allow themselves to be identified with Hollywood trash? Mindless Hollywood blockbusters, the hyperviolence of the Schwarzenegger and Stallone movies, and the salaciousness and misogyny of gangster rap can hardly be blamed on the values of the 1960s counterculture. They are all products of the post-Reagan era, the result of major corporations—merged many times over in the age of deregulation—maximizing profit without a whit of concern for the integrity of American culture. Not only is the anger of rap music an outgrowth of the neglect of the inner city, but its emphasis on materialism and self-indulgence is perfectly in the spirit of Reaganism.


Considering the rampant materialism and corporate empowerment bred by Reagan’s policies, it seems strange that he is considered a hero of American conservatism. So much of what Reaganism begot, with its upending of indigenous ways of life and its insistence that cultures everywhere adopt the same brand of commercialism, is an affront to what traditionally constituted conservative thought. Many of the seminal thinkers of the conservative movement in twentieth-century America, like Russell Kirk, Richard Weaver, and Friedrich A. Hayek, regarded major corporations as a threat to folkways and small-scale private property. It was, after all, not government but big corporations that did so much to wipe out agrarian culture. The former machinist or farmer now bagging groceries at Wal-Mart is not exactly a conservative icon.


Modern conservatism has its deepest roots in the Romantic movement of the eighteenth and early nineteenth centuries, whose adherents rebelled against the Enlightenment and the encroachment of science and secular values on the primacy of religion. They valued indigenous culture and human freedom over a society lorded over by reason and natural laws and the upheavals threatened by machine production and market capitalism. Thomas Carlyle, the eminent Scottish essayist and historian who has long inspired conservatives, lamented that the logic of mechanization had not only overtaken production but was bleeding into every aspect of human endeavor. “With individuals . . . natural strength avails little,” he wrote in 1829. “No individual now hopes to accomplish the poorest enterprise single-handed and without mechanical aids; he must make interest with some existing corporation, and till his field with their oxen.” Reagan claimed to stand for such individualism, but the spokesman for the ultimate corporate bureaucracy, General Electric, with its pioneering use of advertising and public relations to shape human desires, should fool real conservatives for only so long.


Reaganism stands for the type of conformity and homogeneity that would have riled the Romantics. Across the globe, the corporations empowered by Ronald Reagan peddle the same movies, music, and consumer goods—indeed, the same modes of lifestyle—to the peasants of Nepal that they do to the residents of Peoria. Ronald Reagan helped ensure that we in America are subject to the most stifling regimentation: cameras watch over us on public streets; police question us at sobriety checkpoints; we all buy the same frivolous consumer goods after getting credit from the same banks, but only after having our personal finances pored over by the same credit agencies; hitchhikers are arrested on the highways and the homeless ushered out of town squares. The bohemianism and political foment that once thrived on college campuses—to the disgust of former California governor Ronald Reagan, who dispatched state police to put down the cultural expression of the nation’s youth—have largely disappeared. The television and radio spew mindless drivel—identical mindless drivel in city after city. Would conformity and regimentation have gladdened the hearts of the seminal conservative thinkers of the Romantic movement?


The appeal of Ronald Reagan to certain segments of the country is no mystery. America was deeply paranoid and insecure in the late 1970s, a time when oil shocks and resulting stagflation had threatened American prosperity to a degree not seen since the Great Depression. The invasion of Afghanistan by the Soviet Union and the seizure of the American hostages in Iran made us fear for our ability to stave off our enemies in a dangerous world. The economist Robert Heilbroner wrote of those years that “a great national illusion was gradually destroyed—the illusion that an invisible field surrounded the United States” that “held at bay the brutalities and irrationalities that seemed to be part of the life of other nations, but not our own.”


Reagan was the perfect antidote to this gloominess and uncertainty. He seemed to personify the confidence and élan of America’s past. It hardly mattered that he was misrepresenting that past as a laissez-faire utopia. What was important—at least to the 27 percent of eligible voters who pulled the lever for him in 1980, a year with record low turnout at the polls—was the intensity of his convictions. Such assuredness has deep resonance in American history. It is indeed the central tenet of the only important American-bred school of philosophy, pragmatism, which emphasized basing one’s actions and ethics on personal experience rather than an abstract search for truth. “The true,” wrote William James, a founder of the doctrine, “is the name for whatever proves itself to be good in the way of belief, and good, too, for definite and assignable reasons.” In his famous essay Self-Reliance, Emerson had provided the foundation for pragmatism: “To believe your own thought, to believe that what is true for you in your private heart is true for all men—that is genius.”


It is axiomatic that great men bend history to their will, and that the peculiarities of their own psychology, or their understanding—warped or not—of long-dead philosophers, can become the dominant ethos of an age. It is no less certain that the masses are more easily swayed by appeals to the emotions than to their intellects. Even a humanist like the theologian Reinhold Niebuhr could fault liberalism as the “gray spirit of compromise,” lacking the fervency and power of myth. “Liberalism,” he wrote, “is too intellectual and too little emotional to be a force in history.”


But the genius of James and Emerson, while inspiring as philosophy and edifying to the individual in search of self-esteem and self-justification, while potentially electrifying on the campaign stump, is not necessarily a recipe for sound government or stewardship of something as complex as the American economy. In public policy, as in science, there are truths and there are untruths, and the wrong actions can have dire consequences. It has proven untrue that deeply slashing income taxes promotes investment and creates an increase in tax revenues; it has proven disastrously untrue that deregulating the financial sector benefits the consumer; it has proven tragically untrue that abandoning social-welfare spending and locking up millions of young black men solve the problems of the inner city. The fervency with which Reagan believed these things, and the riches they brought to certain Americans, did not make them true.


Our nation was founded on the principles of the Enlightenment, the idea of a society based on reason and democracy, not the perquisites of monarchs and aristocrats. The Progressive era and the New Deal rested on those principles. They brought intellect to bear on the most serious problems of society. Reaganism replaced Enlightenment thinking with a corrupted Romanticism that portrays free-market purism as an article of religious faith that is the real meaning of America. The answer to any of the economic challenges of the twenty-first century is to do nothing. Cut taxes, eviscerate all regulation of private enterprise, and trust the market to guide our fates.


With Reaganism has come an abandonment of all faith in reason and progress, and it has accrued manifestly to the detriment of the average American. It is the fate of that common lot of humanity that is the subject of this book.





CHAPTER 1



[image: images]


Forgotten Roots


It was as if the entire city of Dixon was holding its breath as the votes were counted. Citizens gathered by the thousands in front of a wooden platform in the middle of town, the local merchants, the clerks from the feed stores, the brawny men powdered with dust from the grain elevator, the sweaty workers from the steel plant down on the Rock River. They came, too, from the countryside, chugging along dirt roads in their pickup trucks, past the silos and cornfields and neat little farmhouses that spread out like an eternity on all sides of Dixon, until they reached the blacktop that would take them downtown. Most had spent their lives in precincts remote from the most important events of the world. They were not about to miss the festivities as one of their own, Dutch Reagan from Hennepin Avenue, was elected president of the United States.


Dutch had been little seen in his hometown since he gained Hollywood fame in the 1940s, but that hardly mattered now. Everyone wanted to lay claim to some piece of his memory. Among the revelers were dozens of people with placards hung from their necks with the words “Reagan Cousin.” Vendors moved about the crowd selling Dutch chocolate ice cream and Dutch apple pie. Old-timers told stories of chance encounters with the great man: from his days as a lifeguard at Lowell Park, when he plucked distressed swimmers from the swift Rock River current; or the time in 1941 when he brought some Hollywood swells, including a young comedian named Bob Hope, to the Dixon Theater for a premiere of his film International Squadron; or the time he came for another movie premiere in 1950 and rode a white palomino in a parade down Galena Avenue.


Now Dixonites were poised to celebrate his triumph on a much larger stage. After the Dixon High School band led a torchlit parade across the newly renamed Ronald Reagan Bridge, and thousands of revelers danced to a country-and-western band and the high school’s Twelve Bells junior and senior choir, then came the denouement. At exactly 7:15 p.m., on that first Tuesday in November 1980, an NBC anchor announced through a loudspeaker that Ronald Reagan had been projected the winner. A roar went up in the crowd, fireworks lit up the sky above the Rock River, and free beer began flowing at Republican and Democratic headquarters. The Dixon Evening Telegraph quickly ran off copies of an extra edition that, the paper proudly boasted, carried the first headlines in the world proclaiming Reagan’s victory. Punctuating it all were the antics of two cowboys who trotted up and down Hennepin Avenue on horseback. Looking ignoble as it trailed behind them, silhouetted against the flashes of mortar in the dark November sky, was a riderless horse whose saddle was draped on either side with the words “Carter’s Outta the Saddle.”


Why Dixon should bear any enmity toward Carter was not immediately evident. Despite the runaway inflation, the oil shocks, and the distant troubles in Afghanistan and Iran, the previous decade had not been unkind to Dixon. The peanut farmer from Plains, Georgia, a fixture in his hometown even after he left the White House, did more for the common folk than would his “populist” successor. Contrary to conventional wisdom, much of the rural Midwest had regained hints of prosperity in the 1970s, with a slowing of the population exodus, and farming and manufacturing showing new signs of life. Dixon had shared in those good times. The city’s median family income, adjusted for inflation, had grown by 9 percent in the decade, and the proportion of working people employed in manufacturing—the only route to decent wages for most Dixonites—had gone from 18 to 26 percent. The area’s largest employer, the Northwest Steel and Wire Company in neighboring Sterling, was still humming in those days, with five thousand workers on its payroll. Even the number of people with college degrees—not the associate degree available at Sauk Valley Community College, but a full bachelor’s—had also seen a marked increase in Dixon.


Farmers in the region had perhaps the least to complain about. After the tough times of the 1960s, lowered trade barriers and the new dependency of the Soviet Union on the importation of American grain had brought about a boom in farm incomes and commodity prices in the 1970s. Farmland values had skyrocketed as banks and the federal government offered credit on the most lenient terms. In January 1981, the real assets of farmers—including land, livestock, machines, household furnishings, and crops, but not financial securities—were valued at $1,050 billion, up from $302 billion a decade earlier. In the countryside around Dixon, so much money could be made on land speculation and grain harvests that many farmers gave up their livestock; hogs and cattle began disappearing from the landscape, replaced by vast acres of corn and soybeans, loaded on trucks each autumn and driven to barges waiting on the Mississippi River. The bounty of the yeomen was also the bounty of the merchants in Dixon, many of whom dealt in feed and fertilizer and farm implements and the groceries and dry goods purchased greedily by the newly prosperous farmer. Galena Avenue, which rises to a steep hill in the middle of the business district, passes under Dixon’s famous arch, and then plunges to the Rock River, was as bustling as at any time in its history.


But the region around Dixon was a conservative place, and the locals had no reason to doubt the economic nostrums of their prodigal son, who preached that a bloated federal government was standing in the way of America’s renewal. Farmers with an innate distrust of distant Washington bureaucrats cheered his pledge to end the “quagmire of federal farm programs.” Factory workers nodded in approval when Reagan said he would do away with environmental regulations that were costing jobs for people like themselves. And his pledge to end handouts to the “welfare queens” seemed only fair to the hardworking Dixonites. Of course, it was not only issues that drove Dixon into Reagan’s camp—he picked up 5,755 votes to 1,445 for Carter—but the sheer excitement of having a local boy in the White House. The potential for a boost in tourism alone was enough to gladden the hearts of the local Babbittry. As the Evening Telegraph stated in its extra edition, the highway outside town would no longer be the “road to nowhere.”


What most Dixonites did not know—and still have not figured out to this day—was that Reagan was no Jefferson Smith, Jimmy Stewart’s character in Mr. Smith Goes to Washington. He was not an Everyman who was going to stand up for the people in a Washington bought and paid for by special interests. He had long before thrown in his lot with those special interests, the moguls of MCA, the executives of General Electric, and the Sun Belt millionaires who had ushered him into politics; his public persona, an approximation of Mr. Smith, was merely an ingenious bit of political theater that occasionally counted on the backdrop of wholesome little Dixon for maximum effect. It is hard to understand why more of the good people of Dixon have not understood this, because the signs were taking shape even before dawn had broken on the morning after his victory celebration.


The surest sign was the absence of Reagan himself. With Nancy at his side, Reagan made an election night telephone call to Dixon thanking the town for its support. He told a local radio station the next day that he would return triumphantly to his hometown. Everyone naturally assumed that visit would be in short order, and plans for the homecoming parade were put quietly into motion. The city fathers might not have been so optimistic if they had considered how often Reagan had actually come to Dixon in the past, and the timing of those visits. Before making a visit while campaigning for the 1980 Illinois primary, Reagan had been in town only once in the previous fifteen years, and that was in 1976, when he was waging a primary campaign against Gerald Ford and needed to accentuate his small-town roots. Some of his earlier visits had also carried the aroma of opportunism. That storied 1941 appearance was the brainchild of executives at Warner Brothers studio, who believed International Squadron could transform Reagan from a B-player into a star. To generate publicity, they came up with the idea of having Reagan accompany Louella Parsons, another Dixon native who also happened to be Hollywood’s most powerful gossip columnist, on a gala homecoming. The 1950 visit was for the same reason: a Universal publicist thought it would be a great stunt to promote the film Louisa.


So it was no surprise in 1980 that Dixon’s homecoming parade would have to wait for an occasion that would serve the new president’s political interests. Not only would the town not see Reagan in the jubilant days after his election; it would not see him in his first year in office, or his second, or his third. He finally came in 1984, when he was nearing reelection. In those giddy weeks of waiting for Carter to depart Washington, the Reagans did all their photo opportunities in California. Reagan greeted crowds at a church in affluent Bel Air a few days after the election and spent his days conducting business at the Beverly Wilshire Hotel. This was the community the First Couple really considered home, the place they would allow millionaires to buy them a retirement mansion after they left Washington, and the region they would one day choose for the Ronald Reagan Presidential Library.


The second snub was felt by Dixon High School’s band, the Marching Dukes. Assuming the Dukes would be among the twenty high school bands marching in Reagan’s inaugural parade, the school had ordered new uniforms, and the band had begun practicing its tunes. But then word came a month before the inauguration that the Dukes were not invited. The inaugural committee wanted the parade to be a slick television event, and only the top high school bands in the country—that is, those with enough money for flashy equipment and uniforms—would be invited. “We’re concentrating entirely on television,” said Robert Gray, the public relations man who was cochairman of the committee. “We’ve selected units on the basis of what will really portray well on television.” The slight created such publicity that the committee relented and included the Dukes, but the episode left a bad taste in the mouths of some Dixonites.


That taste would only grow more bitter. The town that expected its fortunes to rise with the ascent of Reaganism quickly felt the sting of his fiscal policies. In keeping with his promise to reduce the size of government—to help pay for a major defense buildup and tax cuts for businesses and individuals—Reagan oversaw a dramatic rollback in domestic spending that quickly hit home in Illinois. His first budget cut deeply into the amount Illinois received in Medicaid, federal revenue sharing, education funding, and other aid, and the reductions did not take long to arrive on Dixon’s doorstep.


An early casualty was the Dixon Developmental Center, a state-run home for the mentally retarded that was the city’s largest employer. State budget cuts forced the closing of the center and the termination of its twelve hundred employees in 1983. Another round of funding cuts from the state helped produce a crisis in the Dixon schools, which by 1985 were so short on cash they were on the verge of eliminating their sports programs. The football team that once counted Ronald Reagan as a member, the high school band that played at his inauguration, the basketball team, the track team—these were all proud traditions that had survived even the Great Depression, but they were counted as luxuries in the fiscal straits created by Reagan’s presidency. Helen Lawton, a Dixonite who had gone to high school with Reagan, sent him a letter asking if he could come up with money or lend his name to a fund-raising effort. He wrote her back, saying, “I deeply regret the problems facing Dixon schools, but there is little or nothing that can be done at the federal level.” He later followed up with another letter telling her he was happy to hear her grandson would be able to continue on the school newspaper because the Dixon Kiwanis Club had donated money. ‘‘I am always pleased to see the private sector step in and help out,’’ the letter said. The programs were saved when the voters approved a property tax increase in 1985, but the Dixon schools’ financial struggle continues to this day.


More punishing for Dixon’s residents was a steep recession—the steepest since the Depression—which was a direct outgrowth of Reagan’s policies. In 1979, the Federal Reserve Board embarked on a plan to conquer double-digit inflation by dramatically tightening the nation’s monetary reins. It was the nation’s first full embrace of “monetarism,” an economic doctrine that was part of the conservative revolution that swept Reagan into power, and the new president threw his support behind the experiment, even though it countenanced defeating inflation with the help of business failures, mass unemployment, and a disruption of the social fabric in communities like Dixon. The Fed’s tight-money policies, together with Reagan’s deficit spending, produced soaring interest rates and drove up the value of the dollar against other currencies. Almost overnight the high dollar left many U.S. manufacturers, already wounded by low-priced competition from overseas companies, at an even greater disadvantage in the marketplace.


The recession struck Dixon like a tidal wave. The region’s biggest employer, Northwestern Steel and Wire Company, a massive edifice on the northern bank of the Rock River, was hemorrhaging money by the 1980s, unable to compete with cheap imported steel. It got so Peter Dillon, the company’s president, could not even walk into a hardware store without confronting the dissolution of the company his grandfather had founded. ‘‘Every time I look at a sack of screws in the hardware store, I know that almost every one of those screws was made overseas,’’ he told a reporter in 1984. As Dillon saw it, if nothing was done to make U.S. firms more competitive, ‘‘We’re not going to have any manufacturing base. And to me that threatens our freedom.’’ Reagan did nothing to make America’s heavy industry more competitive. His idea of relief for big steel was tax cuts and reduced enforcement of regulations governing pollution and workplace safety. He also betrayed his following of free-market purists with some halfhearted attempts at limiting steel imports, at best buying the steel industry some short-lived breathing room.


Reagan had promised in his campaign to bring about a renewal of America’s heavy industry, but his policies only hastened its decline. In 1982, domestic steel companies were running at 40 percent capacity, with three hundred thousand of their workers unemployed. Plants were closing at a rapid pace across the country, leaving massive hulks of real estate and great swaths of unemployed in Pittsburgh, Buffalo, Chicago’s South Side, and many other cities. Big steel blamed its plight on high labor costs and the expense of complying with pollution controls and health and safety regulations, but the reality was far more complex. What had brought the steel industry so low was a paucity of investment in new technology. American firms had fallen behind their overseas competitors in modernizing plants so they could produce more efficiently and compete in the market for specialty steels. The salvation of American steel, as with other heavy manufacturing, lay in innovation, not just wage concessions and deregulation. But many steel companies, after losing money since the late 1970s, lacked the capital for such investment and were getting a cold shoulder from banks, which looked askance at the future viability of domestic steel production. Those companies that had access to capital were often plowing it into unrelated enterprises with better short-term profitability. A perfect example was U.S. Steel, which exhausted its cash reserve in the early 1980s with its $6.4-billion acquisition of Marathon Oil Company. Steel production by that point accounted for less than half the company’s operations.


Only government could have provided the loan guarantees and other incentives for Big Steel to make the needed investment in its productive capacity. The precedents for such assistance were not hard to find. The federal government provided much of the funding that allowed railroads to spread across the continent in the 1800s. Government largesse played a major role in the creation of the domestic aviation industry, including the manufacture of the Boeing 747, the aircraft that would dominate international air travel. The postwar miracle of the Japanese economy could not have occurred if Japan’s Ministry of International Trade and Industry had not helped direct investment into the most promising technologies. Even in the latter part of the Reagan administration, the lesson was learned anew when a government-subsidized consortium of technology companies, Sematech, combined research to enable the country to regain its lead in the manufacturing of semiconductors—at the same time transforming the economy of Austin, Texas, the consortium’s base.


When Reagan imposed restrictions on steel imports in 1982, he justified the move by complaining that European governments were unfairly aiding their steel companies with public subsidies, including direct funding of capital. The corollary of that finding should have been obvious: government subsidies could also be effective in boosting the competitiveness of heavy industry in the United States. But Reagan and his aides mocked any notion of industrial policy as creeping socialism. Instead, through tax policy and deregulation, they subsidized mergers, speculation, and paper entrepreneurism, which generated fortunes on Wall Street but did little to invest in America’s industrial future.


Having come into office promising a new direction, Reagan must be held accountable for the roads not taken. One of those roads, the acceptance of a government role in promoting industrial investment, might have saved the biggest employer in the region he once called home. Toward the end of his second term, Bill Clinton signed legislation to bring government aid to the steel industry. Under the Emergency Steel Loan Guarantee Act of 1999, Northwestern qualified for a $170-million government-guaranteed loan to modernize its production. But the help came too late. By then the company was down to fourteen hundred employees, its cash reserves were depleted, and no banks would back the 15 percent of the loan not guaranteed by the government. The final blow came in 2001, when dealers refused to ship the company any more of the scrap metal it was melting down and forging into steel in its new and promising “minimill” operation. Northwestern closed its doors after 120 years of operation, sending shockwaves through the region’s economy. Retail businesses, school districts, real estate markets, health care facilities, and other sectors of the local economy were swept up in the fallout from Northwestern’s long but steady decline. “We are going to feel this for a long time to come,” Sterling mayor Ted Aggen said at the time of the closing.


But it wasn’t just Northwestern Steel. Many other businesses in the Dixon area closed their doors or shed large portions of their workforce. The local carpenters’ union reported in 1982 that 160 of its 216 construction workers were out of work, while the Lone Star Industries cement plant on the edge of Dixon laid off two-thirds of its 135 employees. While most Dixonites continued to support the president, if not all of his policies, many of the jobless began to realize he was not representing their interests. “Reagan’s forgotten where he came from,” Larry Sullivan, a Teamsters negotiator in Dixon, complained in 1984. “Out of the last twenty contracts I’ve negotiated, we only got a wage increase in three. The rest were hold-the-line contracts or give-backs.” Lawrence Lally, an unemployed carpenter, quickly understood what has eluded so many other Dixonites. “He’s no buddy of mine,” Lally said of Reagan. “He hasn’t done anything for anyone around here that I can tell. Seems like he spends more time in California on vacation than he does in the White House.”


No Dixon constituency was more conservative and more supportive of the Reagan Revolution than family farmers. None to this day look more favorably on his memory. And yet none had a greater reason to feel betrayed by his policies. In the 1980s, farmers were faced with their worst crisis since the Depression, and Reagan only made the situation worse. Rather than make real efforts to save family farmers—that bedrock of rural America that should have been the core of his constituency—Reagan helped drive hundreds of thousands more of them into financial collapse while enriching agribusiness concerns like Cargill and Monsanto.


Worldwide recession put a damper on the demand for farm products in the early 1980s. The strong dollar—a product of the Fed’s tight-money policies—priced U.S. farm products out of many foreign markets, a situation made even worse by the continuing fallout from Carter’s embargo on grain shipments to the Soviet Union after the Afghanistan invasion. Farm commodity prices and farm income began a rapid descent. Most damaging of all, the enormous debt accrued by many farmers amid the speculation of the 1970s was suddenly an albatross. The Farmers Home Administration, the federal agency that had encouraged so much of the borrowing in the 1970s, became the Grim Reaper for many farmers the following decade, foreclosing on their loans and seizing their land.


In his rhetoric, Reagan’s solution to the problem was the usual bromide: a reduction in federal farm programs and more free enterprise for the business of agriculture, which he said would be the salvation of the family farmer. “The answer to our farm problems cannot be found in sticking with discredited programs and increasing government controls,” the president said in an address on farm policy in 1985. “The answer can only be found in our ability to help our entire agriculture industry stand on its own feet again.” It was the height of disingenuousness, because his administration was about to embark on a program that would dramatically increase farm subsidies, for the benefit not of the small farmer but of the large landholder and the agribusiness. This sleight of hand was achieved through passage of the 1985 farm bill, which aimed to boost agricultural exports by lowering commodity prices to a point where they would be competitive on the world market. Corn, which at that time cost an average of $3.25 to grow, would be sold at as low as $1 a bushel by the middle of 1986. Farmers would be compensated for their losses with federal subsidies known as “deficiency payments.”


The farm bill failed miserably in improving the competitive positions of American farmers. The U.S. share of the world wheat market, 44 percent in 1981–1982, fell to 26 percent before rebounding to 37 percent in 1988–1989. Coarse grains slipped from 54 percent to 39 percent and then rose again to 52 percent. More inexcusable, the deficiency payments amounted to a healthy subsidy for large farms but did little for middle-sized family farms, which defaulted on their loans in record numbers. The American Bankers Association reported that more than four hundred thousand American farm families lost their land between 1985 and 1989 alone. And yet the cost of federal farm programs grew from some $7.32 billion in 1984 to a record $25.8 billion in 1986—15 percent of the federal budget deficit for that year.


But it would be a mistake to call the policy a failure, since it performed mightily for agribusiness concerns, the constituency that really mattered to Reagan. Depressed grain and livestock prices meant a windfall for grain-trading companies like Cargill and Continental Grain, which essentially were getting their raw materials at a lower cost. These and other large agribusiness concerns saw their profits soar in that period. Food processing and wholesaling became one of the most profitable U.S. industries in the 1980s, second only to America’s health industry in return on equity, averaging 18.4 percent over eleven years. The agribusiness giants were not passing on the low commodity prices to consumers; they were putting the money in their pockets. Whereas the prices paid to farmers dropped by 40 percent between 1980 and 1989, consumer food prices increased 36 percent in the same period. In the middle of America’s farm crisis, Cargill, at the time the world’s largest agribusiness, increased its profits by 66 percent to $409 million in 1986, its highest pretax profit in a dozen years. And it managed to do this at a time when its sales were flat. That $25.8-billion subsidy was a huge pot of corporate welfare for agribusiness.


While the problems of a troubled industry like steel defied easy solutions, there were sensible proposals for bailing out the family farmer without lining the pockets of agribusiness. Senator Tom Harkin of Iowa and Representative Bill Alexander of Arkansas proposed a competing farm bill in 1985 that would simply have set a minimum price for farm goods to give even small operators a fair return. It also would have taken some acreage out of production and promoted soil conservation. The bill had support from House Republicans from rural areas, but it met stiff resistance from the White House and strong lobbying from agribusiness concerns like Ralston Purina and the National Food Processors Association. It also did not help that it encountered opposition from some urban Democrats, who feared it would raise food prices for the poor. Harkin, acknowledging the possibility of a 4 percent price increase on supermarket shelves, said it was equivalent to the price increases that follow a boost in the minimum wage for urban workers. The legislation still would have required taxpayer subsidies, but the money would have flowed to small farmers instead of corporations. Clearly, if Reagan had supported Harkin’s bill, if he was truly committed to the future of the family farms that surrounded his hometown, the measure would have become law.


With the rapid decline of its two most important sectors, manufacturing and agriculture, a dark cloud gathered over Dixon in the 1980s. Business began pulling out of the city’s commercial district. Three of the four farm-implement businesses closed their doors. School enrollment dwindled and the district went deeply into debt. Much of the safety net carefully woven over the previous five decades to help distressed communities was left in tatters by Reagan’s budget cuts: housing assistance, food stamps, and legal assistance for the poor were all cut to the bone. Reagan’s budgets decimated an array of programs that had existed to promote rural economic development. Rural development programs sponsored by the U.S. Department of Agriculture’s Farmers Home Administration were cut by 69 percent from 1981 to 1987, going from $1.67 billion to $490 million. Business and industrial loans and community facilities loans aimed at rural areas were reduced by 85 percent. Few funds remained for the retraining of people who had lost their jobs in manufacturing.


No Dixonites interviewed for this book could remember anything Reagan did, even behind the scenes, to bring relief to his old community. When a private group was trying to raise $410,000 in the early 1990s to qualify for state funding for refurbishing the Dixon Theater, the ex-president donated $1,000. In 1984, a group of Dixon business owners desperate to reverse the town’s fortunes formed a Hometown Heritage Foundation that offered a $10,000 bounty to anyone who lured a business with at least one thousand employees to Lee County. Just as he had refused to help Dixon’s schools, Reagan agreed to be honorary chairman of the foundation’s effort but made it clear he would be of no help in recruiting businesses. “He agreed to accept the post on the condition that his name not be used to attract business to the community,” foundation director Bob Hamilton explained. Some might agree that a president should look out for the country as a whole and not favor any one community. But in Reagan’s case, such pieties struck a false note. The president who once put in a call to a Los Angeles Times critic to help Buddy Ebsen, whose wife was happy to wear expensive jewelry loaned to her by Bulgari and who allowed oil company executives to redecorate the White House living quarters after he deregulated their industry—this is the man who suddenly was seized by a sense of ethics when it came to calling in some favors for his hometown.


The two decades since Reagan left office have not exactly brought about a renaissance in his hometown. If the 1990s were a time of prosperity, places like Dixon were somehow left out of the feast. No Lexus-driving investment bankers sip lattes in the Dixon Starbucks, because there is no Starbucks and no Lexus dealer. Anyone who wants to buy a Lexus has to drive an hour to Rockford. Dixon’s sidewalks are not decorated with cobblestone and faux nineteenth-century streetlamps. There are no signs of redevelopment downtown, no waterfront esplanades or shimmering glass gallerias. Nor is there much retail activity on Galena Avenue, just state or county government buildings, a few nondescript office complexes, and a handful of taverns that don’t seem to ever have anyone in them. Anyone who wants dry goods or groceries has to go to Walmart, which opened a store on the edge of Dixon in 2005.


For two decades, we have been regaled with tales of fabulous riches being made on either coast, the million-dollar bonuses on Wall Street and the dot.com millionaires in Silicon Valley. But none of that opulence has flowed to Dixon. The city’s inflation-adjusted median family income, which had grown in the 1970s, actually declined by 9.1 percent between 1979 and 1999, the latter year being the peak of the nation’s supposed economic boom, before the meltdown of the stock market. That is in stark contrast to more affluent communities in metropolitan areas, where the rich truly got richer. In Wilmette, a suburb of Chicago two hours to the east of Dixon, median family income grew by 29 percent in that period, going from $94,789 to $122,515 in constant 1999 dollars. It might be tempting to think that the nation as a whole is more like Wilmette than Dixon, but that is simply not the case. In fact, Dixon did a little better than the nation as a whole. Nationally, median family income fell by 19 percent in those two decades.


Dixon bears all of the dreary stamps of Reaganism: deregulated commerce, decimated labor unions, a starving public sector, privatization, corporate mergers, and the growth of temporary work. Government once would have shielded Dixon from the harshest predations of corporate America, but the town’s fate is now subject to the vagaries of the market. Because deregulation relieved telecommunications companies of the requirement that they serve underdeveloped areas, broadband Internet service came to Dixon years after it was a staple of life in Wilmette. Without an automobile, there is no way in or out of Dixon these days. The city was never served by a passenger railroad, and the deregulation of bus companies allowed them to drop unprofitable routes. Greyhound, the last company to bring buses to Dixon, closed its terminal in 2001 and left town.


The city thought it had pulled off a coup in 1988, when the USF&G insurance giant decided to open an office in town and built a two-story brick office building in the middle of the commercial district on Galena Avenue. A drab square box with an unsightly concrete parking structure attached to its front, the building was hardly a good fit with the beaux arts facade of the historic Dixon Theater across the street or the nineteenth-century architecture of the nearby Lee County Courthouse. But at least USF&G’s new building was a sign of vitality—that is, until the company abandoned it. The frenzy of merger activity that Reagan did so much to unleash came home to Dixon in 1998, when St. Paul insurance acquired USF&G with the express intention of laying off thousands of workers and shedding unprofitable insurance accounts. St. Paul quickly closed the Dixon office, leaving an empty office building in the middle of town.


In another sign of the times, the first floor of the insurance building has been occupied by Manpower Temporary Services, a company that makes money picking through the detritus of America’s industrial economy. If a local manufacturer needs a supply of nonunion, low-wage workers who get no benefits and can be jettisoned quickly if business slows down, it goes to Manpower Temporary Services. The people who used to have dignity farming the land or producing steel now must grovel for whatever kind of labor Manpower will dish out on a temporary basis. On any given day, one can look through Manpower’s windows and see men and women sitting at tables, staring vacantly at video screens training them for their next minimum wage position.


One company that utilizes Manpower’s services is Rayovac, a battery manufacturer that opened a $20 million plant on Interstate 88 outside Dixon in 2003. Rayovac left its longtime home in Madison, Wisconsin, in large part so it could get rid of unionized production workers—whose pay averaged $13.50 an hour—and hire nonunion help in Dixon for $8.50. The state of Illinois came up with a $4.1-million package of incentives, including infrastructure work, to lure what was then the nation’s third-largest battery maker. It even agreed to allow Rayovac to build its plant under a code name so local and state officials in Wisconsin—and Rayovac’s employees—would not know about the move until it was happening. Dixonites were ecstatic about the new plant, especially when they saw its employee workout center and the big-screen television and desktop computers in the employee lounge. But the firm is no substitute for the high-wage employers of Dixon’s past. The battery maker employs only three hundred people year-round, filling its seasonal employment needs with temp workers from Manpower.


On the second floor of USF&G’s old building is the Dixon Chamber of Commerce. The Chamber’s president, Jim Thompson, is an amiable man whose broad smile never seems to fade, even when he talks about the city’s woes, what he calls “the hard pills to swallow.” Thompson’s father was a school chum of Ronald Reagan’s and one of the townsfolk who put together the celebrations on those few occasions when Reagan the movie star made a homecoming. The wall next to Thompson’s desk is plastered with photographs of the fortieth president from all phases of his life. But Thompson knows that memories of its most famous son are not enough to bring about his city’s economic revival. His job is to bring businesses and well-paying jobs to the area, an effort that he said is hampered by the shortage of workers with college degrees or any other marketable skills. The first thing businesses ask when they consider moving into the area is whether there is an intelligent workforce, people with problem-solving skills and a knowledge of computers. “One of our real struggles we see in this area—and I think everywhere else in the country—is to acquire a quality and an educated enough workforce to be able to staff those positions,” he said. “It takes a lot of training and education because the jobs have become a little more technical. We’ve seen robotics come in, we’ve seen automated factory lines. I wonder in another few years whether we are actually going to be able to find people to fill these jobs.”


Not the way things are going. Educational opportunities in Dixon simply have not kept pace with those in more privileged areas of the country. The portion of Dixon’s adults with a bachelor’s degree or better had increased from 9 to 12 percent in the 1970s but then hit a plateau. Only 12.7 percent had finished college in 2000, virtually the same percentage as two decades earlier. Again, the picture was far brighter in the silk-stocking suburb of Wilmette, where the portion of adults with a college education increased from 54 percent in 1980 to 73 percent in 2000. In recent years, only 25 percent of Dixon High School’s graduates reported on average that they were going on to a four-year college.


Everyone in Dixon knows the town has to do better training its young people for competition in the global economy, but the post-Reagan tradition of neglecting the public sector has meant that the funds simply are not available for the job. In the 1980s, state and federal aid to Dixon’s schools dropped by 23 percent when adjusted for inflation. It rebounded slightly in the 1990s but in 2004 was still down significantly from its level the year Ronald Reagan was elected president. Overall spending for the schools, when local revenues are also included, grew to some degree, but Robert Brown, Dixon’s superintendent of schools, said the increase has gone largely toward salaries and benefits, maintenance of the physical plant, and new requirements for special education. He said there has been virtually no expansion of mainstream educational programs in the last decade and a half.


Brown agreed to be interviewed about the schools as long as he was not asked to say anything negative about Ronald Reagan, a man who had meant so much to the community he serves. But he was not so reticent in discussing the lack of investment in the future of Dixon’s children—the neglect of a system without enough computers, inadequate science labs, and a minimum of advanced-placement courses. Still struggling with the aftershocks of an economic crisis in 2003 in which officials instituted fees for school events and increased class sizes to keep from cutting programs, Dixon cannot even consider luxuries like new science labs. New education programs or an expanded teaching staff is out of the question. The implication is clear: Dixon’s schools—and its children—will continue to fall behind. “We are in a world economy,” Brown said. “We have to be able to compete. We need more time in the classroom. We need better tools. We need to be able to bring in outside resources. If we don’t do that, we will not compete; we cannot compete on the dollars we are being given today.”


Reagan’s plan for bettering American education was privatization: give parents tax credits for money they spend on private school tuition and the public schools will improve their programming to compete. The proposal has become a rallying cry for conservatives across the country in the last two decades. But Brown, superintendent of the school system that educated a future president, said privatization is not the answer. “Then you’ve got the haves and the have-nots,” he said. “If it’s privatized, the better kids are going to go to the better schools. The better schools will not put up with special ed problems, will not put up with dysfunctional family problems, will not put up with the low-income problems. You’re going to have the haves over here and the have-nots over there. If you’re trying to run a democracy with that kind of spread, it’s a formula for disaster.”
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