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    Make America great again.




    —President Donald J. Trump's campaign slogan when he was a 2016 Republican presidential nominee




    America already IS great!




    —Hillary Rodham Clinton's response when she was a 2016 Democratic presidential nominee




    To a large degree, Trump and Clinton were arguing about the state of the American economy. Trump won this very close election largely because tens of millions of his supporters believed the economy was not working for them.




    Let's try to put aside our lingering feelings about the election and ask ourselves three very basic questions:




    

      	Was our economy ever great?




      	Is our economy great right now?




      	If not, how can we make it great again?


    




    These three questions sum up what we'll be talking about in this book.




    Back in 1941, Henry Luce, the most influential magazine publisher of his day, wrote an editorial in Life magazine entitled, “The American Century.” Although the twentieth century was not yet half over, history has certainly proven him right.




    By the turn of the twentieth century we had built the world's best transportation system, enabling people to travel quickly, comfortably, and cheaply, not just within urban areas but all the way across our vast country. Because we were the first nation to provide free universal public education, our well-trained and well-educated labor force gave us a huge competitive advantage in the emerging global economy. And our mass-production and mass-market economy made us the world's leading industrial power.




    That, in turn, enabled us to become the world's foremost military power. Not only had the combination of American soldiers and our nation's economic might been decisive in winning World Wars I and II, but we then contained world communism from the mid-1940s through the 1980s. With the collapse of the Soviet Union, we were the only military and economic superpower left standing.




    There is a widely held belief in American exceptionalism, perhaps best expressed by the line from our national hymn, “America the Beautiful”—“God shed his grace on thee.” If you close your eyes, can't you just picture those “amber waves of grain”? And those “purple mountain majesties”?




    We are a nation of great individualists. This powerful trait drove the pioneers to set out in covered wagons, traveling across the continent to settle on the free land they had been promised. Individualism also drove tens of millions of Americans to start their own businesses, helping to build the United States into an economic colossus.




    Each generation has enjoyed a higher standard of living than its parents’ generation. We have always been a nation of dreamers and a land of seemingly unlimited opportunity. As such, we have been a beacon of hope and a magnet for generations of immigrants hoping to better their own lives and the lives of their children.




    As you must have surmised from this book's title, I believe that our economy is in very serious trouble. Ten or fifteen years from now, the standard of living of our average citizen may actually be lower than it is today. Large swaths of the suburbs will be slums, and tens of millions of Americans will have joined the permanent underclass. There will be three separate Americas—the rich and near rich, an economically downscaled middle and working class, and a very large poor population.




    Our present and our future are being shaped by events that took place sixty, seventy, and even eighty years ago. Throughout this book we'll trace the effects of five cataclysmic events:




    

      	The Great Depression




      	World War II




      	Our postwar suburbanization




      	The Cold War




      	Globalization


    




    These events—and how we dealt with them—set off our long-term economic decline. But that decline has been imperceptible to the general public and even to the practitioners of the most dismal of sciences—my fellow economists. Still, once you've examined all the evidence, I think you will agree that our nation is in economic decline.




    Long before the financial crisis and the Great Recession, there were clear indications that there was something rotten in the state of the American economy. For example, John J. Sweeney, who headed the AFL-CIO from 1995 to 2009, was fond of proclaiming, “America needs a raise.”1 He was referring not just to union members but to all nonsupervisory workers—some 80 percent of our workforce. He was right: the average hourly wage rate for these workers (adjusted for inflation) had not increased since the early 1970s.2




    It is said that a nation should be judged by how well it treats its children. You probably remember the words to a song written and performed by Michael Jackson in 1985: “We Are the World.” The song's title is repeated in each of its choruses. Do you remember the next line?




    The next line says, in other words, that the children are our world! And yet in America, one of the world's richest nations, more than one out of five children is growing up in poverty.3 Indeed, among all wealthy nations, we have one of the highest child poverty rates.4




    Despite periodic recessions and occasional depressions, total employment always grew from one decade to the next. But during the first decade of the new millennium, for the first time in our nation's history, total employment did not grow.




    Perhaps the most persuasive indicator of our nation's economic decline is that millennials are on track to be the first generation in our nation's history to be poorer than its parents’ generation. In January 2017, CNBC reported,




    With a median household income of $40,581, millennials earn 20 percent less than boomers did at the same stage of life, despite being better educated, according to a new analysis of Federal Reserve data by the advocacy group Young Invincibles.5




    These are just a few of the symptoms of our nation's long-term economic decline. But my purpose in writing this book is not to grieve over these symptoms, but to examine their causes. Why did the world's greatest economy become so much less efficient?




    While economists agree about almost nothing, we are unanimous in believing that a nation must use its resources as efficiently as possible. Or, as the popular aphorism goes, “Waste not, want not.” Increasingly, the American economy has been wasting its resources.





    Ask yourself why we spend almost twice as much per capita on healthcare as most other rich countries, but Americans are no healthier than the citizens of these other countries. Or why half the entering freshmen at our colleges need to take remedial courses. Or why we account for nearly 40 percent of the world's military spending.6




    No economy, no matter how large or how rich, can afford to use its resources as inefficiently as we have during recent decades. While some of our global competitors face similar problems, none must deal with so many.




    Over the course of this book we shall answer three questions:




    

      	How do we explain our growing inefficiency?




      	What are our most serious economic problems?




      	How can we solve them?


    




    Francis Bacon observed, “A prudent question is one-half of wisdom.” While no one knows all the answers, one can at least try to ask the right questions. By writing this book, I hope to start a national discussion about what needs to be done.
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    Political leaders from President Herbert Hoover to Sen. John McCain have proclaimed our economy fundamentally sound. But if our economy were indeed all that sound, then why would it be necessary to state the obvious?




    In chapter 1, we shall enumerate our top eight fundamental economic problems. No economy with so many serious problems can be considered sound.




    Then, in chapter 2, we shall describe how, in just a few decades, we managed to transform ourselves from the world's greatest economy into a declining economic power. What are we doing wrong? We are wasting a lot of our precious resources by using them inefficiently and by producing goods and services that don't raise our standard of living.
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    The economy is fundamentally sound.




    —President Herbert Hoover, 1931




    Because our poor economic performance has been such a hot topic, there is no shortage of books explaining what went wrong and how it can be fixed. Each author believes that if we can solve just one or two problems, we can get our economy back on course. It has long been part of our can-do national psyche that there is a simple solution to almost every problem—from curing bad breath or erectile dysfunction to bad credit or body odor. So common sense tells us that there must also be a simple solution for our bad economy.




    Most Americans agree that our economic troubles stem from just one or two basic causes. On the political right, Tea Party supporters think that if we drastically reduce federal government spending, taxation, and regulation, we could restore our economic state of grace. And those on the political left want to raise taxes levied on the rich and on highly profitable corporations and to redistribute the proceeds to the middle class, the working class, and the poor.




    OUR ECONOMIC FUNDAMENTALS




    Donald Trump's 2016 presidential campaign slogan was “Make America great again.” He observed that while some people were very prosperous, tens of millions of Americans had been left far behind. How would he fix our economy? Mainly by cutting taxes, government spending and regulation, bringing back manufacturing jobs that had been shifted to other countries, and negotiating more advantageous trade treaties.




    He also proposed repealing and replacing the Affordable Care Act (aka Obamacare), raising military spending, spending one trillion dollars to rebuild our crumbling infrastructure, and building a wall on our border with Mexico to keep out illegal immigrants.




    Because President Trump was in office for just one hundred days before this book went to print, it was far too soon to know whether Congress would pass the legislation necessary to put his proposals into effect. Indeed, with the exceptions of a $54 billion defense spending increase for fiscal year 2018 and a strong effort to repeal and replace the Affordable Care Act (Obamacare), the Trump administration provided few other economic policy specifics until April 26, 2017, when Trump released his tax plan, which called for rate cuts in the corporate income and personal income taxes and the elimination of the inheritance tax.1




    During his first one hundred days in office, President Trump did not have any notable legislative triumphs, but he did sustain a major setback. Although he spent weeks negotiating with Republican Congress members over a bill authored by House Speaker Paul Ryan to repeal and replace Obamacare, the bill was withdrawn when it became apparent that it would not be passed.




    OUR TOP EIGHT FUNDAMENTAL PROBLEMS




    Whenever Sen. John McCain looks back at the 2008 presidential campaign, he will probably never forget the day he may have lost the election. It was September 15 when he proclaimed, “The fundamentals of the economy are strong.”2 In politics, as in stand-up comedy, it's all in the timing. So when Lehman Brothers filed for the largest bankruptcy in US history just hours later, McCain appeared very much out of touch.




    But was he wrong? Before answering, please look at the list of our top eight fundamental problems shown below.




    

      	Our inefficient transportation system: because we go almost everywhere by car, Americans spend twice as much on transportation as the citizens of most other rich nations.3





      	Our failing schools: just half of our eighteen-year-olds can function at an eighth-grade level.4





      	Our sick healthcare system: healthcare costs nearly twice as much per capita in the United States than it does in most other economically advanced nations.5





      	The military-industrial complex: we account for nearly 40 percent of the world's military spending.6





      	
The criminal justice establishment: we have, by far, the highest incarceration rate among economically advanced nations.7





      	Our bloated financial sector: this sector is diverting increasing amounts of savings from productive investments into speculative activities.8





      	Our huge and growing make-work sector: more than fifteen million Americans hold jobs that do not produce any useful goods or services.9





      	Our shrinking manufacturing base: much of what had once been “Made in the USA” is now made in Japan, China, South Korea, Mexico, and other nations.10



    




    Let's consider the first two items on this list.




    One very important factor in our rise to economic power was the world-class public transportation system we had built by the turn of the twentieth century. Since the 1930s it has been almost completely destroyed as we became increasingly dependent on automobile transportation. Nearly all our global economic competitors have far better public transportation systems.




    By 1900 we had built the world's first free, universal public education system, providing our nation with a well-trained and well-educated labor force. Now, just half of our eighteen-year-olds can function at an eighth-grade level.11 On international examinations, our students usually rank below those from other economically advanced nations.




    During the last eight decades, we have managed to turn some of our economic strengths into weaknesses. Are you old enough to remember the old Charles Atlas cartoon ad showing a beach bully kicking sand into the faces of a skinny guy and his girlfriend? That weakling took the Charles Atlas bodybuilding course, which soon enabled him to beat up the bully. Our nation seems to have taken a Charles Atlas course in reverse. We are well on our way to converting ourselves from an economic colossus into a ninety-seven-pound economic weakling.




    Clearly then, many of the fundamentals of our economy are not strong. Henry Clay, a three-time presidential candidate, once remarked, “I'd rather be right than president.” John McCain, sadly, was neither right nor president.





    SIX ADDITIONAL PROBLEMS




    We cannot reverse our economic decline without solving these eight fundamental problems. But even that would not be enough. These problems are largely responsible for six additional problems, which must also be addressed:




    

      	There is a great shortage of decent jobs.12





      	The average hourly wage rate (adjusted for inflation) for nonsupervisory workers has not increased since 1973.13





      	Our income distribution is becoming increasingly unequal.14





      	Our growing permanent underclass perpetuates itself from one generation to the next.15





      	Our huge federal budget deficits are unsustainable.16





      	Because we are running large trade deficits, we must borrow more than $1 billion a day from foreigners.17



    




    Much of the debate about our economy has focused on these six problems. Indeed, the first three were central issues during the 2016 presidential election. Still, if we are to reverse our decline and once again become the world's greatest economy, we shall need to concentrate mainly on our top eight fundamental economic problems. Once they are solved, it will be much easier to deal with these six additional problems.




    AN UNSUSTAINABLE ECONOMIC COURSE




    Sixty years ago the United States was almost self-sufficient: we produced what we consumed and ran a trade surplus with the rest of the world. Today our nation consumes more than it produces, spends more than it earns, and needs to borrow large amounts of money from foreigners to finance its huge trade deficits. Wouldn't it be great if we could identify our problem, fix it, and then move on? But we can't point to any single cause, nor is there a magic bullet we can use to make it all better.




    Our two most recent former Federal Reserve chairmen, Alan Greenspan and Ben Bernanke, have both observed that our current economic course is unsustainable. Perhaps they were thinking of Stein's Law, which was invoked by Herbert Stein, who had served as President Nixon's chief economic advisor: “If something cannot go on forever, it will stop.”





    Our top eight fundamental problems did not materialize overnight. The origins of some problems can be traced back to the Great Depression of the 1930s. During these last eighty years we sowed the seeds of our economic destruction. No longer the lean and mean industrial machine of the 1940s and 1950s, we are well down the road to long-term economic decline. To see how all of this happened, we need to look at the record.
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    We have met the enemy and he is us.




    —Pogo comic strip, August 1970




    What gave us our economic edge, and how did we lose it? Through most of the last century, we were the world's largest and most efficient producer of industrial goods. Anything you could make, we could make better—and cheaper. We did this by combining great technical know-how and a highly skilled labor force with the world's largest and most technologically advanced stock of plant and equipment. But today, much of the world's manufacturing has shifted to East Asia where multinational corporations have combined capital and the latest technology with highly motivated, well-educated, low-wage workers.




    NO MORE LEAN AND MEAN




    America limps along, a superpower that, like a star high-school athlete grown middle-aged, ate too much but didn't exercise.




    —Anna Quindlen




    Our economy, once the envy of the world, has grown quite flabby and inefficient. Like the old high school athlete, we keep eating as if we were in training, but we're no longer burning off all those calories. Still world-class consumers, but no longer world-class producers, we manage to keep up our consumption by borrowing over $1 billion a day from foreigners.1




    How do we explain our astounding about-face from economic colossus to economic also-ran? To sum up all our problems in one sentence: we are not using our resources as efficiently as our global competitors are using theirs.




    Two of the most important words in an economist's vocabulary are “efficiency” and “scarcity.” They are always included in the definition of economics that can be found in any introductory economics textbook. Here's the one you'll find in my own text: economics is the efficient allocation of the scarce means of production toward satisfaction of human wants. Using our scarce land, labor, and capital efficiently, we produce a large and growing amount of goods and services to meet the needs of our people.




    While economists rarely agree, all of us believe that wasting resources is just about the worst thing that we can do. Our top eight fundamental problems illustrate how we are wasting our scarce resources. We are doing so either by using them inefficiently or by producing goods and services that don't improve our standard of living.




    Let's look at the operations of two hypothetical pizzerias to show how we can compare their relative efficiencies. It costs the Leaning Tower of Pizza five dollars to produce a large pie, and it costs pi r Square Pizza seven dollars to produce an identical pie. Clearly, the Leaning Tower of Pizza is the more efficient pizza maker.




    So, one way of comparing efficiency is by measuring cost. A second way is by comparing the amount of labor that is used. If it takes two people an hour to bake eleven large pies at the Leaning Tower of Pizza and it takes three people an hour to bake eleven large pies at pi r Square Pizza, then the Leaning Tower of Pizza is the more efficient pizza maker.




    Until the 1930s we were still building what was, by far, the world's most efficient economy. We were able to turn out a wide array of goods and services more efficiently than any other nation on earth. But since then, we have allowed more and more inefficiencies to develop. Before we can even begin to set things right, we need to understand how this happened.




    WASTING OUR RESOURCES




    Every nation uses its resources—its land, labor, and capital—to produce the goods and services that its citizens consume. Until the 1960s we did use them more efficiently than any other nation. But since then we have been wasting increasing amounts of our resources—especially our labor.




    Today we employ tens of millions of people who don't produce any useful goods or services. All of their work is utterly wasted. This happens three ways: (1) by using our labor inefficiently, (2) by producing much more output in some economic sectors than we need, and (3) by producing some goods and services that we don't need at all. We'll consider each in turn.





    Wasting Our Resources by Using Them Inefficiently




    How can we tell when resources are being used inefficiently? If a business owner's costs are much higher than those of her competitors, she knows she's using her resources inefficiently. Similarly, if it costs a lot more to produce a good or service in one country than in other countries, the high-cost country is using its resources much less efficiently. Let's compare our cost of production in three major economic sectors—transportation, education, and healthcare—with the production costs in other wealthy nations.




    Over a period of about thirty years—from the 1930s through the 1950s—we managed to replace a world-class public transportation system with one based on extremely inefficient and costly private automobile travel. Today, transportation costs the average American family about twice as much as the average family in nearly every other wealthy nation.2




    Our public education system is another prime example of using our labor inefficiently. Half of our eighteen-year-olds cannot read, write, or do arithmetic at an eighth-grade level. And over half of all incoming college freshmen are placed in remedial courses where they are taught elementary and middle school English and math.3 We spend much more per capita on education than virtually every other nation, but we get a lot less for our money.




    Now let's look at healthcare, which now accounts for 18 percent of our gross domestic product—our annual output of goods and services.4 Per capita healthcare spending is almost twice that of other economically advanced nations, but the health of Americans is no better than the health of the citizens of the other nations.5




    Wasting Our Resources by Overproducing in Some Economic Sectors




    In three major economic sectors—defense, criminal justice, and financial services—we produce a much greater output of goods and services than we need. Do we really have to spend over $700 billion a year to defend our country, considering that the Cold War ended in 1989, and that our longtime adversary, the Soviet Union, no longer exists?6 Our defense spending is driven largely by the military-industrial complex—a consortium of our major defense contractors, leading members of the House and Senate Armed Services Committees, high-ranking military officers, and Defense Department officials.




    Because we imprison so many nonviolent offenders, our per capita incarceration rate is at least five times as high as that of nearly every other economically advanced nation.7 Our entire criminal justice system—the police, courts, and prisons—consumes vast amounts of our resources. And yet, our rates of violent crime are the highest in the industrial world.




    Now let's look at our huge financial sector, whose share of our GDP has doubled since 1970 to 9 percent.8 Fifty years ago, financial institutions occupied themselves by channeling the savings of tens of millions of Americans into business investments in plant and equipment, and into the construction of railroads, canals, and the rest of our infrastructure. But since around 1970, the focus of the financial sector has been directed increasingly into speculative activities, eventually leading to the 2008 financial crisis.




    Wasting Our Resources by Producing Goods and Services That We Don't Need




    More than fifteen million Americans—most of whom work very hard—actually produce no useful goods or services. No other economically advanced nation employs such a large fraction of its labor force in make-work jobs.




    Our byzantine Internal Revenue Code has resulted in the employment of three million people whose labors result in nothing that contributes to our economic well-being. And what useful services are provided by telemarketers, ambulance chasers, and the bureaucrats employed by overlapping government agencies, such as federal, state, and local departments of education, health, and environmental protection?




    Now please consider this: huge armies of employees working for hospitals, doctors, and other medical practitioners spend most of their workday attempting to get reimbursement from insurance companies, while opposing armies of insurance company employees spend their days trying to either deny these claims or to reduce them. Basically, these forces cancel each other out, so their net contribution to our healthcare is zero.




    We have just seen that our economy wastes vast amounts of our resources by using them inefficiently, by overproducing in some sectors, and by producing goods and services that we don't need. When we add up all the sectors wasting these resources, they account for three-fifths of our national output. Just imagine how much higher our living standard would be if our economy operated more efficiently.





    OUR SHRINKING MANUFACTURING BASE




    The clearest sign of our economic demise is the loss of most of our manufacturing base. Since the late 1940s, when we produced nearly half the world's manufactured goods, our share has fallen to just one-sixth, as foreign competitors have picked off one industry after another.9 Today Americans often complain that “We don't make anything anymore.” While a gross exaggeration, this statement does reflect the decimation of our steel, ship-building, home appliance, textile, apparel, TV, PC, and consumer electronics industries. In 2010 China surpassed us as the world's largest manufacturer, and it now produces twice as many cars and eight times as much steel as we do.10 If current trends continue, in about ten years China's manufacturing output will be double ours.




    THE AMERICAN ECONOMIC SYSTEM




    Back in 1776, when Adam Smith completed his magisterial The Wealth of Nations, capitalism was in its infancy. His basic tenet was that business owners, seeking to maximize their profits, were driven to run their firms very efficiently. Not only would these entrepreneurs grow rich, but nations would use their resources very efficiently and would grow rich.




    Throughout the entire nineteenth century, and well into the twentieth, we built the world's greatest economy by closely following Smith's private enterprise capitalist model. The defining characteristic of capitalism is the private ownership of the means of production. Despite the disappointing performance of our economy in recent decades, none of our political leaders—not even Bernie Sanders—has suggested that we abandon the capitalist model (see box: “We Can't Afford Everything”). In fact, the political debate has been confined largely to the levels of taxes and government spending, and the degree to which the government should regulate our economy. While some might call our economy socialistic, it doesn't even come close. The overwhelming majority of the means of production is firmly in the hands of private owners.





    

      We Can't Afford Everything




      As very young children, we learn that we can't afford to buy certain things. Even the children of relatively well-to-do families are told that certain luxury goods are just too expensive. Poor children learn that even an inexpensive toy or a new pair of shoes is unaffordable.




      In his recent book, Our Revolution, Bernie Sanders asked why the United States does not provide for some of the basic needs of its citizens, while virtually every other country meets the needs of its own population. Why don't we provide paid medical leave after the birth of a child, universal childcare, medical insurance for all, and free college tuition?11




      During the 2016 presidential campaign, his opponent for the Democratic nomination, and virtually every Republican candidate asked a very reasonable question: How will you pay for all of this? After all, it will cost trillions of dollars a year. How could even the “Great American Economy” afford to spend such great sums?




      And yet, as Sanders repeatedly pointed out, other rich nations could afford to do all of this. So how come they could afford it, while we can't?




      We can't because our economy has grown too inefficient to provide for most of these needs. Throughout this book, you'll learn how this happened—and what we'll need to do to turn things around.


    




    Like most of my fellow economists, I am a strong believer in the efficient workings of a free-enterprise economy. As we proceed through this book, the question we seek to answer is how we can make our capitalist economy operate much more efficiently.




    But before we can fix our economy, we need to know what went wrong. In part II we'll learn how our nation was overtaken by five cataclysmic events, and how a sixth may pose the greatest threat of all.
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    The Great Depression was, by far, the worst period in our entire economic history. Recovery did not fully set in until Congress, at the behest of President Franklin Roosevelt, began to ramp up military spending in anticipation of our entry into World War II. What followed were three decades of unparalleled prosperity. But during this period, we were also sowing the seeds of our subsequent economic decline.




    Just as the onset of World War II brought an end to the Great Depression, soon after the war's end we were overtaken by two more cataclysmic events—the advent of the Cold War and the suburbanization of our nation. The Cold War, which would continue for the next four and a half decades, pitted the United States and its allies against the forces of worldwide Communist expansion. By the end of the 1980s the Cold War was winding down and the process of suburbanization had been almost completed. But again, the ways that our nation had met these challenges would contribute to our economic decline.




    Globalization was the fifth event that would dramatically affect our economy and, in the long run, be part of the process of our economic self-destruction. The shrinkage of our manufacturing base, the leveling off of wage increases, and the downsizing of the great American middle class were all very damaging consequences of this process. When economic historians look back at the twentieth century to understand how the greatest economy in the history of the world could so rapidly self-destruct, they will point to these five cataclysmic events.




    Each of these events contributed to our economic self-destruction. Now we are beginning to feel the effects of global warming, our sixth cataclysmic event. We have already begun to feel its economic effects, most notably in Hurricane Katrina, which struck the Gulf Coast in 2005, bringing death and vast damage in its wake, followed in 2012 by Hurricane Sandy, which struck a large swath of the East Coast, bringing still more death and destruction.
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    For Americans who came of age in the 1930s, the two defining events of their lives were the Great Depression and World War II. Both posed existential challenges to our nation that forced the federal government to take extraordinary measures to meet them. The good news was that these challenges were met successfully. The bad news was that in meeting them, we created conditions that would lead to the long-run decline of our economy.




    THE GREAT DEPRESSION




    If you think our economic performance was the main issue debated in the 2016 election, then you can just imagine how much more important it was in the election of 1932, during the depths of the Great Depression. Today, many Americans believe the economic role of the federal government is too big, while eighty years ago, most people were demanding that the government do much, much more.




    Transportation




    When President Franklin Roosevelt took office in 1933, one out of every four Americans was officially unemployed, and millions more had simply given up looking for work.1 The main way to create millions of jobs was for the government to set up huge public works projects, which included building hydroelectric dams, airports, bridges, highways, schools, post offices, and other government buildings. About 80 percent of Roosevelt's New Deal's total spending was on construction.2




    Of the two million construction workers hired, nearly half were employed on street or highway projects.3 During the decade of the 1930s our surfaced road mileage doubled to nearly 1.4 million miles.4 Killing two birds with one stone, we put a lot of people back to work, while creating more and better roads and highways. Without this tremendous investment, our postwar suburbanization could not have been based on automobile transportation.




    Even in retrospect, would it be fair to blame the Roosevelt administration and Congress for lack of foresight in creating some of the conditions necessary for the postwar suburbanization? During the Depression, the number one priority was putting huge numbers of people back to work. Was doubling the mileage of paved roads and highways such a terrible thing? Who could have foreseen that this would facilitate the abandonment of our cities? Or even the shift in freight hauling from trains to trucks?




    At the same time we were building roads and highways, we were allowing our world-class public transportation system to be sold off, or to fall into disrepair. The main villain of the piece was General Motors, and its role is described by Jane Holtz Kay:




    In 1932, General Motors, the manufacturer of buses…formed a consortium of tire, oil, and highway men to buy and shut down America's streetcar systems. Attacking the trolley mile by mile, the syndicate of General Motors, Firestone, Standard Oil, and Mack Truck, allied as National City Lines, cajoled and bought off local officials…. Between 1932 and 1949 they would help persuade 100 electric systems in more than forty-five cities to scrap their street rails…. By 1940 total public transportation ridership had shrunk by 2 billion. The magnificent rail lines fell, taking with them the private rights-of-way, the street corridors, that had insured their fast passage.5




    Housing




    Every month during the Great Depression tens of thousands of families were defaulting on their mortgages and losing their homes. Under the National Housing Act of 1934, the Federal Housing Administration (FHA) was created to insure mortgage loans by banks and other private lenders. Over time, this agency was a great success, enabling hundreds of thousands of families to keep their homes and millions more to buy new ones, primarily in the suburbs.




    The FHA also had the Home Owners’ Loan Corporation establish guidelines in 239 cities for the types of neighborhoods in which it would or would not insure mortgages. The most desirable areas were generally relatively well-to-do white neighborhoods in the suburbs; the least desirable areas were relatively poor, predominately African American neighborhoods in the cities. These neighborhoods were literally redlined on maps maintained by banks and other mortgage lenders. A redlined neighborhood was denied mortgage loans based on racial or ethnic composition without regard to the residents’ qualifications or creditworthiness. FHA publications implied that different races should not share neighborhoods and repeatedly listed neighborhood characteristics like “inharmonious racial or nationality groups” alongside such noxious disseminates as “smoke, odors, and fog.”6




    Black families were effectively barred from receiving federally insured mortgage loans. If they tried to buy a home in a predominately black neighborhood, they found that this area was redlined, and therefore ineligible for federal mortgage insurance. Basically, the only way to buy a home there would be to pay cash, which few families could afford. And if a black family attempted to buy a house in a predominately white neighborhood—one that was not redlined—real estate brokers would refuse to show them any houses and homeowners would refuse to sell. And even if they were willing to sell to a black family, restrictive neighborhood racial covenants legally forbid the sale of homes to black families.7




    African Americans were basically confined to what became known as inner-city neighborhoods, almost entirely as renters. Eventually, in the 1950s and 1960s, as millions of working-class, middle-class, and well-to-do black families were able to move out of these neighborhoods, most of those left behind soon became charter members of our growing permanent underclass.




    The strong preference of the FHA for insuring mainly suburban homes set the stage for the post–World War II suburbanization of the country. This policy, along with that of the Veterans Administration to provide mortgage loans solely to white war veterans, ensured that the first wave of suburbanites would be white, while urban blacks were confined largely to the cities.




    Because of the terrible economic conditions, by the late 1930s, the nation's birthrate fell by about 20 percent from its rate in the late 1920s.8 It would not rise again until after World War II. Similarly, home construction fell dramatically during the Depression, as millions of families lost their homes through foreclosure.




    Within a year after the war ended, some twelve million men and several hundred thousand women returned home to their civilian lives. Very little housing had been built during the war and the preceding depressed period, so most veterans came back to overcrowded houses and apartments, often with three generations under one roof. The first thing the veterans wanted was new housing. And next on their list was having more children. Couples had been forced to put off having children, not just because of the war, but in the years before that because of the Depression.




    And so, the Depression and the war created a tremendous pent-up demand for new housing and for larger families. To accommodate these needs, our nation rapidly suburbanized.




    Federal Budget Deficits




    When our economy became depressed in the early 1930s, the federal government began running substantial budget deficits. Tax receipts fell, and the Hoover administration spent a few billion dollars in an effort to stimulate the economy. Indeed, it was quite ironic that Franklin Roosevelt, during his 1932 presidential campaign against Herbert Hoover, criticized the president for not balancing the budget.




    Roosevelt, of course, upon ascending to the presidency, immediately forgot his implicit pledge and began running substantial deficits. In fact, for virtually all of the 1930s, the federal budget was in deficit. Not only was this an all-time record, but it was the first time we had large deficits during peacetime.




    While nearly all economists would agree that during times of high unemployment the federal government should be running substantial deficits, we have since gone through long periods of running large deficits—in the 1970s, the 1980s, the first half of the 1990s, and the early years of the new millennium—when unemployment was relatively low.




    And so, Roosevelt's legacy of deficits was both good and bad. The good part is that during periods of high unemployment, deficits promote economic growth and help create jobs. The bad part of that legacy was that they legitimatized the mega deficits we have had almost annually since the early 1980s.




    WORLD WAR II




    Federal Budget Deficits




    Since the birth of our nation we have fought four all-out wars—the American Revolution, the Civil War, World War I, and World War II. These wars were financed by running large deficits and printing money. Although deficits were widely believed to be bad for our economy, nearly everyone accepted them as a necessary evil during wartime.




    During World War II, however, our federal budget deficits dwarfed those we ran during the Depression. By 1944 our deficit was just over one quarter of our GDP.9 The alternative to such huge deficits, of course, was the risk of losing the war.




    Defense Spending




    Our nation has not had to fight an all-out war since the end of World War II, but we have continued to devote about 5 percent of our GDP to military spending.10 This high spending, in turn, has been largely responsible for the deficits we have run since the mid-1940s. But the precedent set by the war has been used to justify this continued high level of military spending.




    Control of the world's oil supply was a major determinant of the outcome of World War II because oil was essential to the movement of planes, ships, and tanks. Germany and Japan, the prime aggressors, were both oil-poor nations desperately seeking oil to fuel their armed forces.




    After conquering nearly all of Western Europe, Germany turned on its nominal ally, the Soviet Union, which sat astride huge oil fields. The German armies were halted by the Soviets not far from those oil fields. A major factor leading to its ultimate defeat was Germany's growing shortage of oil.




    In a surprise attack on December 7, 1941, carrier-based Japanese planes destroyed nearly all of our Pacific fleet, which was stationed at Pearl Harbor, leaving the oil fields of Indonesia defenseless. But even after their conquest of Indonesia, the Japanese were still short of oil. In the meantime, the United States, which was, by far, the world's leading oil producer, had sufficient fuel to fight wars in the Atlantic and the Pacific theaters. Indeed, of the seven billion barrels used by the Allies—primarily the United States, the United Kingdom, and the Soviet Union—six billion were produced in the United States.11




    As “the arsenal of democracy,” we harnessed our industrial might to turn out hundreds of thousands of planes, ships, tanks, and artillery pieces, as well as huge quantities of munitions and other war materiel. Our entire economy was placed on a wartime footing; factories were converted from producing cars, refrigerators, radios, small appliances, and furniture to making whatever was needed to fight the war. Business was extremely good, and everyone who wanted to work could find a job. Finally, after ten long years of the Depression, prosperity had returned with a vengeance.




    The lessons of World War II were not lost on us. Two which stood out were (1) always be prepared in the event of a foreign attack and (2) an abundant supply of oil is vital to our national survival.




    So while we mothballed most of our naval and air fleets and discharged 90 percent of our service personnel in the immediate postwar period, we would spend an average of 5 percent of our GDP on defense over the next seventy years. And we would never again let down our guard. That is—at least until 9/11.




    We would also go to great lengths to protect our oil supply, especially as we became increasingly dependent on foreign suppliers. In part III we'll discuss these issues in considerable detail.




    EMPLOYER-BASED HEALTHCARE INSURANCE




    Another economic legacy from World War II is our employer-based healthcare insurance system. With so many men in the service and the economy expanding rapidly, our unemployment rate fell below 2 percent in 1943.12 Normally employers would simply raise wages to attract more workers, but the federal government, in an effort to prevent inflation, had imposed very strict wage and price controls. Casting about for a way around this restriction, many employers offered their workers free or very low-cost healthcare insurance. Adding icing to the cake, the federal government declared that this fringe benefit would not count as wages, nor would it be subject to the federal income tax.




    In the years after the war, many large corporations agreed to extend health insurance benefits to their employees, and by the 1960s, two-thirds of all workers were insured by their employers.13 Over time this system of providing healthcare has become extremely inefficient; today our healthcare costs are almost twice as much per capita as those in most other economically advanced nations. Later in the book we'll spend an entire chapter talking about our grossly inefficient healthcare system.





    SUMMARY AND CONCLUSION




    From the early 1930s through the end of the 1950s, Presidents Franklin Roosevelt, Harry Truman, and Dwight Eisenhower presided over federal policies that would shape our nation's economy for decades to come. Roosevelt led us through the Great Depression to the closing months of World War II. Truman and Eisenhower saw us through the first fifteen years of the Cold War and of our nation's suburbanization.




    The Depression, World War II, and the Cold War were existential challenges that needed to be met with a huge expenditure of our nation's resources. Not only did our nation survive these challenges but through the entire twentieth century we were the world's largest economy, and one of the most prosperous as well. But we have also seen that the economic policies and programs undertaken during the administrations of Presidents Roosevelt, Truman, and Eisenhower would lead to our economic demise decades later. Let us now summarize the destructive by-products of our nation's efforts to meet the challenges of the Great Depression and World War II.




    

      	

        Transportation: During the 1930s our paved road mileage was doubled, making the postwar suburbanization possible.14 But very little government money was spent on public transportation.



        A consortium of large oil, highway building, and transportation corporations headed by General Motors bought up and shut down one hundred electric streetcar systems.15 With our public transportation system largely destroyed, Americans would need cars to get almost anywhere. This need, in turn, would eventually make us very dependent on foreign oil.


      




      	
Home Mortgages: In the late 1930s the Federal Housing Administration authorized the redlining of relatively poor, largely black urban neighborhoods, making it impossible for home buyers to obtain mortgages. This policy, which extended well into the 1960s, strongly encouraged home building in the suburbs, leaving housing in the inner cities to decay. After World War II, the Veterans Administration—as well as the Federal Housing Administration—refused to extend home mortgages to returning black veterans.16





      	
New Home Construction: During the Depression and the war, very little housing was built. Consequently, when twelve million veterans returned immediately after the war, the nation was faced with a severe housing shortage that could not be relieved without rapid suburbanization.




      	
Birthrate: Relatively low birthrates during the Depression and the war set off a baby boom in the postwar years. This, in turn, created still more demand for new housing, which would be created almost entirely in the suburbs.




      	
Federal Budget Deficits: In the past, we had run large budget deficits during our major wars, but almost never during peacetime. Our large deficits during the Depression and the even larger ones during the war established the precedent of the United States running deficits almost every year since the early 1970s.




      	
Defense Spending: The massive defense budgets during World War II set the precedent of continuing to support a huge defense establishment since then. We would never again be caught unprepared. Even after the demise of our archenemy—the Soviet Union seemed to obviate the need for such huge defense budgets—we still accounted for almost 40 percent of the world's military spending.17





      	
Oil: The crucial importance of oil established during World War II led to our devoting as much as one-third of our defense spending to safeguarding the flow of oil to ourselves and our allies.18 Although we had been a major oil exporter until the close of World War II, our rapid suburbanization made us increasingly dependent on foreign oil. Former city dwellers, who had used only public transportation, became increasingly dependent on their cars.




      	
Healthcare: Because of government-imposed wage and price controls during the war, employers, desperate to retain current employees and attract new ones in an extremely tight labor market, offered free or low-cost healthcare insurance. This set a precedent for an employer-based healthcare insurance system that most large corporations followed during the postwar period. This way of paying for healthcare led to our grossly inefficient healthcare system.
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    In Houston, a person walking is somebody on his way to his car.




    —Anthony Downs, economist




    America is a very different place from the way it was at the close of World War II. Perhaps the largest change has been where most of us live. For most of our history the large majority of our population lived either in rural areas or in cities. But today, most Americans live in the suburbs.1 We have truly become a suburban nation.




    Although it is widely accepted that the suburbanization of America began at the close of World War II, the process actually began almost four centuries ago in Boston, New York, Philadelphia, Charleston (South Carolina), and other growing settlements along the Eastern Seaboard.2 During the seventeenth century, since almost everyone needed to walk to work, few people lived more than a couple of miles from the downtown business district.




    What made the suburbanization process possible were the great advances in public transportation—from horse-drawn wagons and trams to electric streetcars and commuter trains. In fact, soon after the turn of the twentieth century, these newest modes of transportation enabled the cities to expand at an accelerated rate.




    For centuries, as the population of a city grew, it would annex neighboring towns and villages. These localities were happy to partake of the city's services and be part of its tax base as well. Most importantly, this development was planned and supervised by each of the cities.




    Our cities were magnets, not just for immigrants but for migrants from farms and rural towns, hoping to earn better livelihoods. They found jobs in factories, stores, or in construction or domestic work. Most were eventually able to move to larger apartments, or even buy their own homes, often in the city's outlying suburban neighborhoods. The cities provided an economic ladder that enabled generations from poor economic backgrounds to attain what was called the “American Dream”—a comfortable living, a nice home, and an even better future for their children.





    THE GREAT SUBURBAN MIGRATION AFTER WORLD WAR II




    Immediately after the war, millions of servicemen and servicewomen came home, hoping to pick up their lives where they had left off years before. Very little housing had been built during the war or during the depressed decade that preceded it. Most veterans returned to live in overcrowded houses and apartments, often with three generations under one roof. The first thing veterans wanted was new housing.




    During the Great Depression and the war years, the birthrate was very low. Making up for lost time, the veterans set off a baby boom that lasted for the next eighteen years. And so, a whole lot of housing was needed in a hurry.




    The federal government obligingly facilitated the construction of new homes by providing Veterans Administration (VA) mortgages at about 1 percent interest and nothing down to returning veterans. The Federal Housing Administration (FHA) supplemented the VA program with FHA mortgages to millions of other Americans. Reflecting the racist views of the country at that time, virtually none of these mortgages went to black families.3 Black veterans were offered apartments in low-income projects that were then being constructed.




    To further facilitate suburbanization, the federal government embarked on a massive highway-building program, providing 90 percent of the funding, requiring the states in which highways were built to come up with just 10 percent.4 To add icing to the cake, homeowners were permitted to deduct their mortgage interest payments on their federal income tax returns—a subsidy that totaled $77 billion in 2016.5




    Because so little land was available in the cities, new housing developments sprung up in the nearby suburbs. Tens of millions of white middle- and working-class families moved beyond the city limits into different tax jurisdictions.6 Their places in the cities were taken largely by poor blacks and, to a smaller degree, by Hispanic Americans, who migrated from rural areas.




    When suburbanization resumed after World War II, few of the towns and villages surrounding the cities wished to be annexed. Consequently, the zoning authority for suburbanization passed from a few dozen cities to tens of thousands of much smaller localities. Instead of planning development along established or new public transportation routes, the local zoning authorities allowed private developers to scatter housing, shopping, schools, offices, and factories all across the suburban landscape. Because of relatively low population densities, public transportation was no longer economically feasible—with the occasional exception of a single rail line that took commuters to the nearest city.




    Little or no consideration was given to how people would get to work, where they would shop, or even how their children would get to school. While most housing in the cities had been built near some form of public transportation, private developers and zoning authorities made the implicit assumption that people would drive everywhere.




    Another radical departure in the postwar suburbanization process was the nearly total exclusion of blacks and Hispanic Americans from the new housing developments.7 While America's cities—North and South—had long been segregated by neighborhood, now a new pattern was established. Consequently, our poor minority population was penned up in the large cities, while most entry-level jobs were being moved to the suburbs. It was just a matter of time before large swaths of the cities would become urban slums.




    Unlike the cities, the new suburbs were not welcoming to the poor, to black people, or to most immigrants. Local zoning, mortgage redlining, and the racially discriminatory policies of the FHA, the VA, bankers, and developers ensured that the suburbs would remain lily white working class and middle class. And as millions of entry-level jobs were moved from the cities to the suburbs, the centuries-old ladder of economic opportunity was yanked away.




    From the late 1940s through the mid-1950s, the prime motivation for middle- and working-class whites moving to the suburbs was owning an affordable brand-new home. But as poor blacks and Hispanic Americans flooded into their old neighborhoods, millions of additional white families fled to the suburbs.




    SUBURBAN SPRAWL




    L.A.: 72 suburbs in search of a city.




    —Dorothy Parker




    One of the great things about moving from a crowded city apartment to the suburbs was that your family had a lot more space. Now you had your own detached house on your own plot of land, and your subdivision had hundreds of other houses on their plots of land. It was almost as though you were living out in the country.




    But urbanologists were soon criticizing the configuration of suburban development, derogatorily referring to it as “sprawl.” And they were blaming sprawl for pollution, congestion, our dependence on foreign oil, global warming, and even the decline of the great American cities.




    In their very provocative book, Suburban Nation: The Rise of Sprawl and the Decline of the American Dream, Andres Duany, Elizabeth Plater-Zyberk, and Jeff Speck enumerate the five components of sprawl: (1) housing subdivisions, (2) shopping centers, (3) office parks, (4) civic institutions, and (5) roadways.8 Let's look more closely at each of these components.




    

      	housing subdivisions: Often called villages or neighborhoods by their developers, they are actually neither. While villages and neighborhoods have stores, schools, medical offices, and provide a sizeable number of jobs, the subdivisions are exclusively residential. In addition, city neighborhoods as well as many villages are served by public transportation, but subdivision residents are totally dependent on their cars.




      	shopping centers: These range from corner convenience stores and shopping strips to large malls. Suburban shopping centers are distinguished from traditional main streets in three ways. Almost no one walks there, they are bordered by huge parking lots, and they contain no housing or office space.




      	office parks: These places are only for work and usually consist of boxes standing in parking lots—not that I'm criticizing.




      	civic institutions: Public buildings such as town halls, courts, schools, sports stadiums, as well as museums and houses of worship are surrounded by parking lots, and accessible only by car. In traditional neighborhoods, nearly all children walk to school and most of them know each other.




      	roadways: These, of course, are central to suburban life, and here is how Duany, Plater-Zyberk, and Speck describe their function and, more generally, the consequences of sprawl:


    




    The fifth component of sprawl consists of the miles of pavement that are necessary to connect the other four disassociated components. Since each piece of suburbia serves only one type of activity, and since daily life involves a wide variety of activities, the residents of suburbia spend an unprecedented amount of time and money moving from one place to the next. Since most of this motion takes place in singly occupied automobiles, even a sparsely populated area can generate the traffic of a much larger traditional town.9





    Who is responsible for this single-use development, which separates residential housing, shopping, work, and civic institutions from one another? The folks responsible are the local zoning authorities in the tens of thousands of suburban villages and towns across America. As Duany, Plater-Zyberk, and Speck observe, “A typical contemporary zoning code has several dozen land-use designations; not only is housing separated from industry, but low-density housing is separated from medium density housing, which is separated from high-density housing.”10 The obvious purpose is to protect property values and to keep the less affluent—as well as minorities—out of specific subdivisions.




    PUBLIC TRANSPORTATION IN THE SUBURBS




    Let's start with the typical suburban home, sitting by itself on one-sixth of an acre of land. Multiply this by the thousands of homes in each suburb. It is not economically feasible to have any kind of mass transit—even express bus service during peak travel times—unless there's a minimum population density of eight families per acre. So the typical suburban family is completely dependent on its cars to go virtually anywhere.




    Workplaces, once concentrated in the downtowns of large cities, are now scattered all over the suburbs. Even in the rare instances where reliable mass transit is available, the chances are very slim that many commuters can use it getting to work and back home. Very few suburbanites lived within walking distance of a bus or train that would take them to within walking distance of their jobs.




    Before suburbanization, 75 percent of the workers in large cities got to work by train, streetcar, or bus.11 Today, just 5 percent of all Americans—city dwellers and suburbanites—use mass transit to get to their jobs.12




    Office parks, factories, and shopping malls are rarely located near any form of mass transit. So they must surround themselves with huge parking lots.




    Clearly, when the suburbs were built, no one was looking out for the public interest. Private developers and local zoning officials did not worry about our consequent dependency on automobile and truck transportation, and certainly could not have imagined that this would someday lead to our growing dependency on foreign oil.





    OUR WASTEFUL SUBURBAN LIFESTYLE




    We buy our cars to go to work and then we work to buy our cars.




    —Elliott Sclar, economist




    Suburban development was subject to a wide array of different zoning codes in tens of thousands of towns and villages. Although the federal government heavily subsidized mortgages and highway construction, suburbanization had no overall development planning on a national, state, or regional basis. Consequently, housing developments, strip malls, factories, office parks, and—later—shopping malls were scattered almost at random across the suburban landscape.




    Initially, these largely former city dwellers were very happy to be able to afford their own little homes on small plots of land. Emblematic of the early developments was Levittown, a community of two thousand homes built on Long Island, within easy commuting distance from New York City. Each home was just eight hundred square feet.13




    Today the median size of a new home is about 2,500 square feet.14 Considering that our suburbanization was driven by the baby boom, it was understandable that larger houses would be needed for growing families. But even after 1964, when the baby boom ended, and our nation's birthrate went into a long-term decline, we continued building larger and larger homes in the suburbs and in the more remote areas known as “the exurbs.”




    The term “McMansion” was coined sometime in the 1980s, as the building of huge homes began to pick up again. According to Wikipedia, “McMansion is a pejorative for a type of large, new luxury house which is judged to be oversized for the parcel or incongruous for its neighborhood.” Or alternatively, it “can be a large, new house in a subdivision of similarly large houses, which all seem mass-produced and lacking in distinguishing characteristics.”15 Bottom line: much too much space for too few people.




    Initially most families had just one car, which the wife would use to drop off her husband at the commuter railroad station. She would then do her errands, chauffeur her children to their various destinations, and, just before dinner, pick up her husband at the station. But as more and more jobs were relocated to the suburbs, most husbands were no longer commuting into the city. Finding jobs in the suburbs, they needed their own cars. And when their teenagers came of age, they also needed cars to get around.




    As the suburban lifestyle grew in affluence, the old family station wagon gave way to the minivan, along with two or three smaller cars. Families traded up two or three times from starter homes to more elegant manses. And why not? After all, they were entitled.




    Flying into Los Angeles, Phoenix, San Diego, or any other Sunbelt city, you may notice all the little blue dots—each one a backyard pool. You might even notice huge, unoccupied front lawns. Is this the most efficient use that can be found for all of this land?




    Some families own not just one or two homes but multiple homes. Asked during his 2008 presidential campaign how many homes he and his wife owned, Sen. John McCain admitted that he did not know. Earth to McCain: the answer is eight.16 Who needs eight homes? Well, before he was deposed, Iraqi dictator Saddam Hussein did own dozens of palaces.




    Mitt Romney's lifestyle also came under observation during his 2012 presidential run. While he and his wife own just six homes, some observers considered it rather ostentatious that the San Diego home had an elevator for their cars. New York Times columnist David Brooks quipped, “This is not entirely fair. Romney owns many homes without garage elevators and the cars have to take the stairs.”17




    Think of all the underutilized resources that support our wasteful suburban lifestyle—the McMansions; the multiple homes, each occupied for just a few months each year; the huge lawns that are rarely used and the swimming pools in so many backyards. Then consider the 260 million privately owned motor vehicles—more than one for each licensed driver—and all of the land devoted just to parking.18 Given all of our nation's economic problems, this is a lifestyle we can no longer afford.




    THE CONSEQUENCES OF SUBURBANIZATION




    The suburbanization of the United States was a much greater success in the short run than in the long run. While it provided desperately needed housing for millions of World War II veterans and their families, and for tens of millions of other families that followed them, it also contributed to some very serious long-term problems that have plagued our country for decades. The most obvious are traffic congestion, air pollution, and our dependence on foreign oil. But the most profound consequence of suburbanization was the abandonment of the nation's cities.




    The downtowns of the cities lost millions of jobs as factories were shut down, corporate offices were moved, and people stopped going downtown to shop and to be entertained. Suburban shopping malls anchored by department stores, and later by a proliferation of big-box stores like Wal-Mart, Target, Home Depot, and Costco, basically destroyed the main streets of hundreds of cities—large, medium, and small.




    THE ABANDONMENT OF OUR CITIES




    For more than a century the cities provided generations of immigrants with the first couple of steps up the ladder to success in America. A young man or woman would be met at the boat by a relative and, the next day, taken to a job in a garment factory, in a store, or maybe on a construction site. Within a few years, the whole family had been sent for, the children had learned English in school, and they were well on their way to attaining the American Dream.




    In the years immediately after World War II, when most poor African Americans were forced to leave the South after the mechanization of agriculture, they flocked to the cities in the hope of finding well-paying factory jobs. Their hope, like that of so many European immigrants before them, was that they too would be able to attain the American Dream. But that dream would soon be turning into an urban nightmare.




    The white middle- and working-class families were followed to the suburbs by most of the entry-level factory jobs. A move to the suburbs by manufacturers made a lot of sense. Why deal with the congestion and with an aging factory when a much larger one could be constructed on relatively cheap suburban land? As the federally subsidized interstate highway network was being completed, trucking supplanted rail transportation, making suburban factory locations much more convenient. And then, too, a large and growing labor force was now living out in the suburbs.




    The disappearance of millions of entry-level factory jobs left most of the urban poor without the means by which to climb out of poverty. Consequently, husbands left wives so their families could get welfare benefits. Teenage pregnancies increased. Crime and drug abuse soared, and nurtured by a welfare system that kept them alive, but did not raise them out of poverty, a permanent underclass perpetuated itself from one generation to the next.19




    By the late 1960s most of the well-to-do, middle-class, and working-class black families had fled the central city ghettos, leaving behind mainly the poor underclass. Crime and drugs dominated these neighborhoods, while learning largely ceased at what once had been decent neighborhood schools. Within just one generation the inner cities had been transformed from ladders to economic success into holding pens for the permanent underclass.





    With suburbanization came the decline and decay of the central shopping districts of the large- and medium-sized cities. As giant shopping malls, and later, big box stores, began attracting not just suburban residents but city dwellers as well, the cities’ downtowns became ghost towns. Why shop in a decrepit downtown with little or no parking when you can drive out to a nice new mall?




    SUMMARY AND CONCLUSION




    Our postwar suburbanization was a huge short-term success, relieving an acute housing shortage and enabling tens of millions of families to buy their own homes. But in the long run, suburbanization was an abject failure. Not only did it make us very dependent on foreign oil and contribute to the destruction of our world-class public transportation system, but it led to the abandonment of our nation's cities.




    The suburbanization process was based largely on the implicit assumption that we could always count on a cheap and reliable supply of oil. But because of the configuration of its development, suburbanites became completely dependent on automobile transportation. This made our nation more dependent on foreign oil, a development that had far-reaching consequences, including, increasingly, global warming.




    As millions of white working-class and middle-class families moved to the suburbs, their places were taken by millions of poor black and Hispanic families who moved to the cities, sometimes termed “the Promised Land,” hoping to find decent jobs. For more than a century the cities provided generations of immigrants with the first couple of steps up the ladder to success in America. But in the wake of the white exodus, millions of factory and construction jobs, as well as jobs in department stores and small businesses, also moved to the suburbs.20 The disappearance of these jobs left most of the urban poor without the means by which to climb out of poverty, and quickly led to social disintegration, the breakup of families, rising crime and drug use, and deteriorating public school systems.




    Throughout this book we shall talk about how we have been wasting our resources and mismanaging our economy. Here are six ways that our postwar suburbanization has contributed to that waste and mismanagement.




    

      	
Because our transportation system is based almost entirely on automobile travel, it is extremely inefficient. By the end of World War II, our public transportation system, while still heavily used, was in long-term decline. But if we had continued following the traditional suburbanization model, planning new development along existing streetcar, bus, and commuter rail lines, it is likely that our declining public transportation ridership would never have occurred. Instead, however, the postwar suburbanization model decreed the automobile to be virtually the only means of transportation.




      	
We need to import about one-third of the oil we use. Until the end of World War II, we were, by far, the world's leading exporter of oil. By 1948 we had become an oil importer, and today we need to import about one-third of our oil.21 Had our postwar suburban development continued along existing public transportation lines, we would not be so dependent on automobile transportation and would need to import little, if any, of the oil we use.




      	
We account for almost 40 percent of the world's military appending.22 As our need for foreign oil grew, our navy began patrolling the shipping lanes, especially those in the Middle East, and we eventually got into two wars with Iraq. About one-third of our defense spending is dedicated to ensuring an uninterrupted supply of imported oil.




      	
Our growing permanent underclass perpetuates itself from one generation to the next. The postwar suburbanization was, by far, the most important cause of our large and growing permanent underclass. For centuries the cities had provided people from rural areas as well as generations of immigrants with a chance at entry-level jobs and the path to a better life. But the loss of millions of these jobs to the suburbs left millions of poor families trapped in our inner cities. White flight to the suburbs as well as the eventual exodus of the black middle- and working-class families led to the further isolation of the permanent underclass.23





      	
We are running huge trade deficits and must borrow more than $1 billion a day from foreigners.24 As we've noted, our postwar suburbanization quickly converted us from the world's largest oil exporter to the largest oil importer. These imports account for one-third to as much as one-half of our trade deficit.25





      	
Our humongous federal budget deficits are unsustainable. Suburbanization has added to our deficits in two ways. First, by increasing our defense expenditures to protect our oil imports. And second, by adding over $100 billion a year in highway construction and maintenance costs.26
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