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“Gives us a new perspective on the 44th president by providing a detailed look at his decision-making . . . and a keen sense of what it’s like to work in his White House. . . . Alter uses his considerable access to the president and his aides to give us an informed look at No. 44’s management style.”


—Michiko Kakutani, The New York Times


“Jonathan Alter has delivered an exceptionally well-written account of President Obama’s first year in office. Brimming with fresh and judicious ideas, his book fuses political analysis, subtle insights into the president’s mind and policy debates into a fast-paced, crisis-filled story. The Promise, based on more than 200 interviews with Obama and his close friends and aides, provides an uncommonly candid look inside a somewhat walled-off White House. . . . Alter’s deeply reported and analytically arresting book takes Obama’s story in subtler and more contradictory directions than it has gone before.”


—Matthew Dallek, The Washington Post Book World


“Jonathan Alter is the new Theodore H. White. . . . The first 12 months of an American presidency as nonfiction melodrama. The Promise is not a campaign rehash, but a well-informed chronicle, sometimes sober, often raucous. Other books will be written about Barak Obama’s time in the White House; this snapshot of 2009 will be a durable, well-thumbed guide.”


—Martin F. Nolan, San Francisco Chronicle


“A deeply reported, soberly appraised account of the president’s tumultuous first months in office. . . . The book is rich in the kinds of insider detail that make for an entertaining, as well as informative, reading experience. . . . When it comes to what we’ve all come to call the first draft of history, The Promise is more polished, and far more thoughtful, than most. For those attempting to get a fix on a fascinating but strangely elusive chief executive, it’s essential reading.”


—Tim Rutten, Los Angeles Times


“The Promise offers an excellent opportunity to appraise Obama’s initial efforts. Drawing on interviews with over 200 people, including the president and his top aides, Alter examines everything from the economic bailouts to the military surge in Afghanistan.”


—Jacob Heilbrunn, The New York Times Book Review


“Well-reported, judicious. . . . Nuanced and persuasively sourced. . . . A credible guide to what’s gone right, but also to what’s gone wrong and what, we must hope, can be fixed.”


—Frank Rich, The New York Review of Books


“An engaging, blow-by-blow account of the infancy of the Obama presidency. . . . Manna for political junkies. . . . Thoroughly researched . . . humanizes a figure considered periodically out-of-touch even by some of his admirers.”


—Carlo Wolff, The Boston Globe


“Jonathan Alter is a diligent political reporter with more sources than the Mississippi. . . . A calm, solid narrative of the people and events of the first Obama year. . . . The book offers a cascade of detail to please any follower of politics.” (This review also compares Alter to the great Walter Lippmann.)


—Zay N. Smith, Chicago Sun-Times


“An impressively reported, myth-debunking and timely combination of journalism and history.”


—Harry Hurt III, The New York Times (“Off the Shelf” Sunday column)


“Jonathan Alter has done a great service to readers who have not yet figured out who this ‘guy’ (one of the president’s favorite words) Barack Obama is.”


—Kathleen Daley, The Star-Ledger (Newark, New Jersey)


“So chock full of anecdotes that bring you into Cabinet meetings and two-person conversations, [it] will change how you look at almost everything the president says or does.”


—Gene Warner, The Buffalo News


“Alter gives readers an outstanding overview of Obama’s epically challenging first year. . . . Exhaustively researched, nonpartisan and insightful.”


—Chuck Leddy, Minneapolis Star-Tribune


“A sympathetic but deeply insightful look at what happened behind the scenes during the debates over the stimulus package, health care, and the Iraq and Afghan wars.”


—David Daley, The Courier-Journal (Louisville, Kentucky)


“The Promise combines the immediacy of daily journalism . . . with perspective, analysis and history.”


—Susan L. Rife, Sarasota Herald-Tribune


“The fact that Alter is so readable, and that the book at times reads like a novel, is just icing on the cake.”


—Kristin Coyner, Roll Call


“In The Promise, Jonathan Alter provides the most detailed reporting yet in a book on Obama as chief executive.


—Jim Higgins, Milwaukee Journal Sentinel


“Alter’s book is an incredible document, full of information that in less distinguished hands might be called gossip.”


—Gaby Wood, The Daily Telegraph (London)


“A fast-paced, penetrating look at the new administration and the president as he struggles to reconcile the promises espoused during the campaign and the realities of governing.”


—Booklist


“Political junkies will find this rewarding, particularly in Alter’s account of the inner workings of the White House and Capitol Hill.”


—Kirkus Reviews
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For Emily, with all my love




Author’s Note


The Dutch historian Pieter Geyl wrote, “History is an argument without end.” The argument over Barack Obama’s presidency is only beginning, and it’s too early to draw definitive conclusions about him. My aim is to offer a narrative of his first year in office as a basis for future arguments. This is journalistic history, a melding of old-fashioned reporting with a few commonsense assessments of what might be of lasting historical interest. For this reason I’ve written it in the past tense without first-person references or the polemics of punditry.


Washington in 2009 was a confusing blur of activity. You might catch something here or there about health care or Afghanistan or the Obamas’ new dog, but no one could possibly keep up with the Niagara of news coming out of the new administration. Even reporters assigned to cover the White House found themselves overwhelmed. Amid endless Web deadlines, few had time for more than an occasional glimpse behind the curtain.


My goal was ambitious: to cover the important and compelling dimensions of the Obama story across a broad front, not snip off a piece; to push my sources for information that had not been published before; and to write in real time about a moving target—history on the fly.


I offer a few judgments of where I think the president succeeded and where he fell short of his promise. But mostly I’m trying to give readers more information to make their own judgments—to discover for themselves where their assessments are based on the historical record and where they are not.


This book cannot tell you if Obama and the Democrats will suffer big setbacks at the polls. The answers depend on the state of the economy and the state of the world at election time. Obama’s leadership will look good if he succeeds in bringing down unemployment and flawed if he fails to do so, with foreign policy a political loser only if the wars in Iraq and Afghanistan drag on or he mishandles a crisis. The political repercussions of the enactment of health care reform could take years to play out.


From Franklin Roosevelt to Lyndon Johnson to Ronald Reagan, American presidents have done much of their domestic scoring in the first quarter. Whatever their important new initiatives or midcourse adjustments in later years, they set the tone for the rest of their presidencies in Year One. My last book was called The Defining Moment: FDR’s Hundred Days and the Triumph of Hope, but it actually covers about twelve months of Roosevelt’s political life. A year strikes me as the right amount of time for an assessment.


The Promise addresses three questions.


First: What happened? I trace as much as I can of the backstory and hidden history of one of the most momentous and difficult presidential debuts of modern times. Starting on the day after he was elected, Obama was forced to grapple with the worst set of problems of any incoming president since Roosevelt in 1933. Because this book is being published while Obama is in office, sources don’t always talk as openly as they would when they know a campaign or administration will end by the time the book is out. But most were surprisingly candid.


Second: What’s the president like? Never before have we known so little about someone so intensely observed. I used my access to Obama and his circle to assess his leadership style and how he operates in private. The book explores his temperament, his approach to decision making, and his analysis of his ambitious first year. I approach these sections with a humble appreciation of how little journalists and historians can know about any human being. Whether he succeeds or fails, the world will be arguing over Barack Obama for a long time. I doubt future historians will find him to be a dramatically different individual than he appears in these pages, but I can offer no guarantees.


Third: How well did he do? Obama came to office facing two wars and a cratering economy. I begin by arguing that he essentially took charge in Washington even before being elected in November 2008 and made historic and necessary economic decisions (the most ever by a president-elect) before being inaugurated in January 2009. Just as his long first year started early, it ended late—on Sunday, March 21, 2010, with the big victory on health care. In that sense, this book covers more like a year and a half of Obama’s political life.


I chronicle his performance on the huge and underappreciated stimulus package, the auto bailouts, bank rescue and regulation, reaching out to the Muslim world, advancing nuclear nonproliferation, communicating (or miscommunicating) with the public, sending sixty-one thousand more troops to Afghanistan, and a health care bill that repeatedly came back from the dead. The topic of every chapter could be its own book—and probably will.


I learned hundreds of new things about the Obama White House, but a couple of big stories stand out. The president decided to pursue major health care reform in 2009 over the objections of his vice president, his chief of staff, and Senate leaders. This was a risky and historically significant decision he made all alone and it nearly wrecked his first year on the domestic side of his presidency. On the national security side, Obama did more than drive a deliberative process on Afghanistan, another risky policy that could end badly. Facing what the White House considered insubordination from the Pentagon, he angrily dressed down the brass and grabbed control of his own government, a moment described within the National Security Council as reminiscent of President Truman’s confrontation with General Douglas MacArthur in 1951.
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WRITING CONTEMPORARY HISTORY is tricky, like pulling pottery out of the kiln before the glaze has hardened. Certain decisions that loom large now could look less important later, and what I’ve downplayed might become central to our politics, depending on events.


Whatever its shortcomings, a journalistic account can be history too. The memoirs and oral histories that historians often rely on are usually completed years afterward, when memories have faded; most of my more than two hundred interviews were conducted a few weeks at most after events took place, when memories were fresh. Of course historical perspective is harder, and I hope the reader will forgive that mine has not yet been deepened by time.


If journalism is the first rough draft of history, as Philip Graham, onetime proprietor of Newsweek and the Washington Post, put it, then this book might be considered a second draft, with dozens more versions to come.


The hardcover edition of this book was completed in late March of 2010. Everything in the body of the paperback edition is unchanged from the hardcover, with the exception of a few typo corrections and three new anecdotes, one on Nancy Pelosi and George W. Bush, one on Barack Obama and Benjamin Netanyahu, and one on Sonia Sotomayor. Everything else that’s new here is in Epilogue: 2010, which was completed in November of 2010 just after the midterm elections.




Preface


Barack Obama’s political fate in 2009 turned on a paradox that comes not from politics but the world of philosophy and physics: What happens when an irresistible force meets an immovable object? The irresistible force was Obama, who came to office on a wave of hope and excitement beyond that of any president in modern memory. The immovable object was official Washington, D.C., a bulwark of business-as-usual.


After being sworn in on January 20, 2009, Obama dented more immovable barriers than any president since Ronald Reagan. He took action to prevent another Great Depression, reordered national priorities, led by example in the White House with his family, and restored American prestige abroad. The Recovery Act alone was the equivalent of five or six major pieces of legislation, and it was followed by more than a dozen bill signings and scores of executive orders. To widespread surprise, the banks stabilized enough to reimburse the taxpayers for almost all of the $700 billion they borrowed. Most important, by the beginning of his second year, what Obama called his “philosophy of persistence” paid off with the first major reform of the nation’s health care system since the enactment of Medicare in 1965.


Despite these achievements, Obama’s debut was rocky by any standard. For most of what he called a “rough year,” the official unemployment rate stood at a grim 10 percent, but that didn’t even include discouraged workers no longer in the job market or those seeking longer hours. A “deficit of trust,” as Obama put it in his 2010 State of the Union Address, grew rapidly. If the immovable object was dented, the force sent to pierce it was deflected, or at least slowed. The expectations of Obama had been wildly inflated all along, as he knew. But they came from a deep and sincere place in the American character, and their dashing would complicate his task.


The damage was inflicted from all quarters. Republicans developed a simple narrative—Obama as radical—that the White House never managed to match with an easily understood message of its own. Independents were particularly contemptuous of the president’s congressional focus. And Democratic voters, fatigued perhaps from the campaign, decided that they weren’t the ones they’d been waiting for after all. They largely left the battles of 2009 to Obama, a man who had insisted from the start that he couldn’t bring change by himself.


Obama’s plan for his first year was to build a stripped down legislative race car to roar through his early presidency. But the strategy was built on speed. When health care reform took much longer than expected, it threw a monkey wrench into the engine. Instead of the first year being the story of just Barack Obama, it became the story of Max Baucus and Ben Nelson and a bunch of other unloveable “process” characters. The GOP, by contrast, had a tight and effective strategy of obstruction.


It was easy at first—and fully justified—for the new president to blame the old one. “We knew that we were going to have this huge mess to clean up and it was going to require really difficult decisions,” Obama said later. The president didn’t want to spend all of his time and political capital in a shovel brigade cleaning up after the elephants. But he didn’t have any choice. Memories are short, and by midyear he owned the wreckage left him by George W. Bush.


Beyond the attacks from the right, Obama’s mainstream critics complained all year that he was too ambitious; he loaded too much freight on the Washington train. But the Slow Down crowd failed to take account of the rapid evaporation of any president’s political capital. Obama was right to at least try to “put points on the board” in Year One. As he said in a year-end interview, if he didn’t tackle health care right away, it would never happen. So he doubled down on a reform bill with a gambler’s instinct that is rare in cautious Washington. The president ended in March 2010 about where he predicted he would be when he launched reform efforts almost exactly a year earlier—with a bill that left no one completely satisfied but accomplished a lot nonetheless, most notably ending America’s status as the only advanced nation in the world that discriminated against sick people.


The president had big wins before health care. Many critics paid too little attention to the huge public investments of the stimulus and the first budget and to the dozens of specific campaign promises Obama quickly kept, from education reform to clean energy to stem cell research.


The stimulus, officially called the American Recovery and Reinvestment Act, was poorly framed politically and too slow in creating jobs. But without it, the country would have likely stayed mired in a deep recession or even slipped into a depression. Certain signs of dramatic progress were hiding in plain sight. In January 2009, when Obama took office, the American economy was losing seven hundred forty-one thousand jobs a month and the economy was shrinking by nearly 6 percent annually. At the one-year mark, the January 2010 job-loss figures had been cut to twenty thousand and the economy was growing at nearly 6 percent. Ironically the president’s early success in stopping the free fall had the effect of lessening appreciation for what he had accomplished. The global economy didn’t melt down; unemployment didn’t double to 20 percent. But this achievement was, in Obama’s description, an abstract “counterfactual” that no amount of explaining could possibly make stick.


Better communication would have helped. The great irony was that a candidate who came to office in part because of his silver tongue was unable until 2010 to explain convincingly why the country should follow him on health care. The president had trouble mastering the persuasive powers of the office. He failed to give voice to public anger or to convince the middle class that he was focused enough on their number one concern: jobs. He failed to persuade his fellow Democrats to use their fleeting sixty-vote supermajority in the Senate to enact more of his program. And he failed to attach more conditions to the bank bailouts, which cost him leverage he might have exercised to restructure the financial industry and lessen the likelihood of another grave economic crisis.


From the start Obama was boxed in not only by the mess that Bush left him but by the contradictions at the center of his appeal. He had promised something that he couldn’t deliver—a capital culture where Democrats and Republicans worked together. It wasn’t just that the rhetoric of campaigning and the reality of governing were at odds; that’s always true in politics. The difference this time was that millions more people than usual took the rhetoric to heart, then turned on the television to see the ugly reality more vividly than they expected. Fulfilling Obama’s campaign promises required getting bills passed, which in turn required working inside the same broken system he was pledging to reform. The congressional sausage making stank so bad that for a time it spoiled everyone’s appetite for the meal.


Obama thought he could simultaneously transform the long “arc” of American politics and get specific things done in Congress, the latter a process often described as akin to “herding cats.” He kept saying, “Change is difficult,” but he underestimated how difficult. That was a sign of overconfidence not just in himself but in the public.


It was understandable why he would be overconfident in the good sense of the country, considering that it had just elected a man with a first name (Barack) that meant Muslim blessing, a middle name (Hussein) that conjured the enemy of the United States in two recent wars, and a last name (Obama) disturbingly close to that of the most evil man in the world. Because he had such faith in the judgment of the American people, the president viewed the 2008 election as a mandate for seriousness, for building what he called “a New Foundation” for long-term growth, when his victory was more properly explained as a repudiation of the previous eight years and a reflection of his personal appeal.


Serious was good, but it didn’t have a lot to do with the political universe he now inhabited, a place of cable blowhards and bumper-sticker attacks. Obama was more comfortable in the private, less political part of the presidency, chewing over policy. Some advisors said that his greatest talent wasn’t giving a speech but chairing a meeting, where he balanced Socratic dialogue with a hardheaded search for rational, if less than ideal, solutions. The best example of these skills came in the twenty hours of meetings he held in the fall of 2009 about Afghanistan and Pakistan, the most sustained deliberation on a national security threat since the Cuban Missile Crisis in 1962. Again and again the president, with Vice President Joe Biden’s help, pushed back against tired assumptions before settling on a new policy. Whether the new approach would prove the least bad option or end in disaster remained to be seen.


For years Obama had been quietly measuring himself against the men who had held the office before him. Abraham Lincoln was his favorite. In his 2006 book The Audacity of Hope Obama wrote that he admired “that self-awareness, the humility” of Lincoln. He knew, too, that Lincoln often frustrated his supporters by reaching out to adversaries.


During the transition Obama read up on Franklin Roosevelt, who was faced with a more dire economic crisis upon taking office. But FDR arguably had an easier task politically in 1933 than Obama in 2009. Taking action to get out of a major depression was less controversial than taking action to prevent one. And Obama liked to point out that in 1933 FDR didn’t yet have to worry about fighting a war.


Roosevelt and Obama responded to their predicaments in similar ways. Both refused the pleas of liberals to nationalize the banks and chose at first to continue the banking policies of their conservative predecessors, before eventually moving leftward. But they differed on the timing of their major social legislation. FDR waited until 1935, two years after taking office, to introduce Social Security; Obama pressed forward with major health care reform immediately, even though during the campaign he had simply promised to pursue it “before the end of my four-year term.” Less well-known was that Obama actually pumped much more money (in constant dollars) into the economy in his first hundred days than Roosevelt had dared. Coincidentally, both presidents in their first months authorized the same number of young people—two hundred fifty thousand—to take part in national service, but Roosevelt’s Civilian Conservation Corps was enormously popular, while Obama’s expansion of AmeriCorps was barely noticed.


On foreign policy Obama’s pragmatism was reminiscent of John F. Kennedy, who described himself to Jackie when they were courting as “an idealist without illusions.” In 1961 JFK had a much worse first year than Obama, with a disastrous CIA landing at Cuba’s Bay of Pigs and his humiliation by Soviet Premier Nikita Khrushchev at a summit in Vienna. Kennedy recovered in Year Two.


Lyndon Johnson’s success enacting Medicare, voting rights, immigration reform, antipoverty programs, and education funding in 1965 was a model for Obama, whose achievements already put him in LBJ’s company as a legislative success. Obama hoped to avoid being swamped by bad foreign policy and economic news like Jimmy Carter and looked to Ronald Reagan for lessons in changing the trajectory of American politics. He hired a large number of veterans of Bill Clinton’s administration, but advisors who have served both men stressed so many differences between them that this book includes a chapter on the subject.


Beyond comparisons to individual presidents, the activism of the Obama administration in 2009 suggested that he and his team believed in Arthur M. Schlesinger Jr.’s cycles of American history. Just as Roosevelt’s ascension in 1932 marked the end of laissez-faire economics (without finishing off capitalism) and Reagan’s landslide in 1980 ended the era of confiscatory taxation and overregulation (without shredding the New Deal safety net), so they hoped that Obama’s victory in 2008 would prove historic for reasons beyond the color of his skin. In cyclical terms his triumph would bring down the curtain on the Reagan era. It would ease the politics of fear, end the postponement of difficult solutions to festering problems, and renew the ability of the United States to compete globally—all without sacrificing national security and social stability.


Unfortunately for Obama, the means of achieving that vision—pragmatism and a long-term horizon—did not yet add up to a coherent governing philosophy. Obama’s policy prescriptions were complex and defied easy summation, which made it harder for him to explain them than it was for Reagan, Clinton, and even Bush. The rocket fuel of his campaign was his personal story; developing a powerful story about America and where it was going proved more elusive.


As Schlesinger knew, history doesn’t always conform to broad cycles. Before long, Obama found himself buffeted by an array of domestic forces: conservative Republicans who proved expert cable news knife fighters; liberal Democrats with little conception of the mechanics of real change; Wall Street bankers ungrateful for being saved and bent on scuttling reform; the Pentagon, determined to never again be silent about its troop requests; and frustrated voters, battered by the recession, with no patience for anyone in charge.


That didn’t even cover the most worrisome external challenges: rogue regimes in North Korea and Iran racing toward nuclear capability; a confident China flexing its muscles for the first time; and the resurgence of al Qaeda, which had found a foothold along the Afghanistan-Pakistan border, in Yemen, in parts of Africa, and even in the minds of a few desperate people living in the United States.


“This is not a normal presidential situation that I find myself in,” Obama said one day toward the end of 2009. “I mean, we have the most difficult set of challenges facing the country since the Great Depression. And that’s not hyperbole—it’s subject to objective proof.” Here the president, seated by the fireplace in the Oval Office, began to chuckle slightly. “When a [H1N1] pandemic ranks fourth or fifth on my list of things to do—you know you’ve got a lot of stuff on your plate.”


How Barack Obama confronted at least some of those challenges is the subject of this book. His early leadership holds invaluable clues to his promise—and to ours.




Prologue


A mile above sea level the thin Denver air refreshed the throngs as they waited in the summer darkness for their man to ascend. It was an electric evening for a nation yearning to believe in something or someone again. Barack Obama accepted his party’s nomination for president on August 28, 2008, the forty-fifth anniversary of Martin Luther King’s “I Have a Dream” speech at the Lincoln Memorial. As he bathed in the adulation of eighty thousand Democrats gathered in a football stadium, Obama touched on the themes that would bring him to the presidency.


He began by reminding the country of his breakout convention speech four years earlier: “I told you my story of the brief union between a young man from Kenya and a young woman from Kansas who weren’t well-off or well-known, but shared a belief that in America their son could achieve whatever he put his mind to.”


“It is that promise that’s always set this country apart,” Obama said, firmly in the American grain now, using the word promise the first of nineteen times.


“The promise of America,” Obama exulted, “[is] the idea that we are responsible for ourselves, but that we also rise or fall as one nation, the fundamental belief that I am my brother’s keeper, I am my sister’s keeper. That’s the promise we need to keep. That’s the change we need right now.”


Obama lashed Washington’s lack of compassion—“a government that lets veterans sleep on our streets and families slide into poverty . . . that sits on its hands while a major American city drowns before our eyes.” In Washington, he said, they call trickle-down economics “the Ownership Society, but what it really means is you’re on your own. Out of work? Tough luck. No health care? The market will fix it. Born into poverty? Pull yourself up by your own bootstraps even if you don’t have boots. You’re on your own.”


He spoke less than three weeks before the American economy nearly vaporized, and some of the promises he mentioned (to “keep our toys safe”) would soon recede from public view.


But many of his words would resonate—or clang—through the first year of his presidency. “We measure progress by how many people can find a job that pays the mortgage,” he said, pledging to cut taxes for 95 percent of working families, encourage equal pay for women, invest in renewable energy, “higher standards and more accountability in education,” research and technology, new roads, fuel-efficient cars, and clean water, and to fulfill “the promise of affordable, accessible health care for every single American.”


“Individual responsibility and mutual responsibility—that’s the essence of the American promise,” he said.


This was a fighting speech, designed in part to show that the former community organizer, less than four years out of the Illinois State Senate, was tough enough to be president. “When John McCain said we could muddle through in Afghanistan, I argued for more resources and more troops to finish the fight against the terrorists who actually attacked us on 9/11,” Obama said of his Republican opponent. “John McCain likes to say that he’ll follow bin Laden to the gates of Hell, but he won’t even follow him to the cave where he lives.”


Pivoting from his partisan shots, the nominee returned to his familiar red state–blue state theme with “the promise of a democracy where we can find the strength and grace to bridge divides and unite in common action.”


As he built toward the end, Obama deftly wrapped the promise he embodied with that of the nation he hoped to lead: “It’s a promise that I make to my daughters when I tuck them in at night and a promise that you make to yours. . . . Let us keep that promise, that American promise, and in the words of scripture hold firmly, without wavering, to the hope that we confess.”
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Obama Takes Charge


3-D chess, some of his friends called it. Barack Obama was always thinking a few moves ahead. His aim was to position himself on the board before anyone else—and checkmate his adversaries. The man was more cunning than anyone knew. On the Tuesday flight to Tampa to prepare for three days in private for the all-important first presidential debate, scheduled for Friday, September 26, he hatched an idea.


In the week after Lehman Brothers imploded, Obama had offered himself as the calm, steady, and well-informed future president appearing to set aside politics as the nation plunged into crisis. More than 80 million voters who hadn’t taken part in the primaries were just tuning in. The way to win the 2008 election, less than six weeks away, was to get them comfortable looking at an inexperienced 47-year-old black man and seeing a president. That meant mixing shrewd political tactics with a head start on governing.


A mere two weeks earlier, the political world had been arguing over which candidate first used the expression “lipstick on a pig.” Now it was in a state of shock. Over the fateful weekend when Lehman fell, Obama, briefed by Treasury Secretary Henry Paulson, alerted his staff that something cataclysmic was happening that he couldn’t tell them about. As details emerged, the watchword in the Obama camp was caution.


John McCain took a different tack. Campaigning in Jacksonville, Florida, on Monday, September 15, the very day of Lehman’s demise, McCain started rambling about unemployment. He noted that Americans were struggling but added fatefully, “The fundamentals of our economy are strong.” Afterward he claimed to have been quoted out of context, but coming only weeks after his top economic advisor said the country was filled with “whiners” suffering merely a “mental depression,” it hurt him badly.1 When he heard the news of McCain’s remarks, David Plouffe, Obama’s normally phlegmatic campaign manager, shouted, “No fucking way!” McCain was a modern-day Edward John Smith, captain of the Titanic. He’d hit an iceberg and didn’t know it.


The global economy was in free fall, with a run on banks around the world that was more terrifying than anything since 1933. In some ways the 2008 bank runs were even scarier than those of seventy-five years before, when most depositors were forced to line up outside the banks to take their money out. Now investors withdrew trillions of dollars with a few mouse clicks, sending even healthy financial institutions thousands of miles away reeling within minutes.


The height of the Great Panic was the forty-eight-hour period between Wednesday, September 17, and Thursday, September 18, as the yields on short-term Treasury bills actually went below zero. Withdrawals from money market funds topped $400 billion overnight, when $5 billion was the norm. With Lehman’s collapse, the international insurance giant AIG was suddenly gasping for air, the victim of $440 billion in now worthless credit default swaps. Jeff Immelt, the CEO of General Electric, later told friends that he wasn’t sure that night if GE Capital could survive. Its failure, he feared, could bring down the industrial giant. On Friday, September 19, the director of the International Monetary Fund, Jacques de Larosière, said the world was “on the brink of a systemic meltdown.”


A few elderly Americans remembered the 1929 Crash as teenagers. For everyone else, September 2008 brought the most frightening market turmoil in their lifetime, with the values of homes, investment portfolios, and life savings declining by a quarter, a half, or more. By the following spring, when the economy began to stabilize, it was almost hard to remember the fear—what it felt like to hear the fevered chatter about the nation plunging into another Great Depression.
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OBAMA WAS A gifted campaigner, but he didn’t much like running for president. He missed his family on the road and loathed the pettiness and stupidity of the process, the constant focus on trivial campaign issues that had nothing to do with the real decisions he would face in office.


Being president was a different story. “The weird thing is, I know I can do this job,” he told David Axelrod over the summer. “I like dealing with complicated issues. I’m happy to make decisions, I’m looking forward to it. I think it’s going to be an easier adjustment for me than the campaign. Much easier.”


Now, with the crisis, the job was looking harder—much harder. “The good news is we’re gonna win,” the candidate chuckled to his senior staff on one of their evening conference calls. “The bad news is the world’s falling apart.”


The crisis was good news for him in another way. Suddenly there was a clear and historic purpose to the first year of an Obama presidency: to stop the bleeding, return the patient to health, and place the nation on a sharply different course. Instead of letting go of his big campaign promises on energy, health care, and education, he now sought to connect them to the recession. He knew immediately that the old bubble economy fueled by financial speculation and real estate was dead and that figuring out what came next would occupy much of his time in office. This was intellectually invigorating for him.


In the meantime Obama leapt at the chance to make the banking meltdown work for him politically. He made sure to be photographed as often as possible with supporters Warren Buffett and Paul Volcker, giant figures of financial success and rectitude whose very presence won him votes among more affluent (or formerly affluent) middle-aged and older Americans. Even when no one was looking he was often on conference calls with Buffett, Volcker, and other experts who could help him become conversant on the complexities.


Obama was sideswiping President Bush almost daily, but Bush took it in stride. He thought that Obama was likely to be the next president, and he instructed Paulson to keep him fully briefed. Soon Paulson and Obama were speaking on the phone as often as several times a day, more frequently than Paulson talked to McCain. The treasury secretary told friends that the Democrat had a firmer grasp of the details. The difference between McCain and Obama in their understanding of the crisis, he said, was like “night and day.”2


Paulson’s three-page plan for a $700 billion bailout of the insolvent banking system was so sketchy as to be insulting, but Obama was fairly sure he would have to support some sort of monster bailout. The Bush administration was boxing the Democrats in, forcing them to sign off on the rescue plan or get blamed for a depression, but there wasn’t much they could do about it. The main thing for Obama was to learn as much as he could as fast as he could—and to look like a responsible and even-tempered future president.


Obama’s advisors thought their man was on track to win the election if he could prevail in the first debate. McCain’s bounce in the polls from selecting Sarah Palin as his running mate had worn off; in fact the Palin choice was helping solidify Democrats and independents for Obama. And the “optics”—the word du jour in politics—were looking good. As John Weaver, McCain’s 2000 campaign manager, put it, Obama was speaking economic English and his old boss “angry Greek.” All Obama had to do, his aides figured, was win that first debate.


But the candidate himself wasn’t satisfied. Obama saw an opening to “change the dynamic,” as he often put it: to seal his victory by forcing an error. He had done it before. After he lost the New Hampshire primary to Hillary Clinton in January, he told one of his best friends from Chicago, Marty Nesbitt, that it was time to shake things up. So he gave an interview to a Nevada newspaper saying that Ronald Reagan, not Bill Clinton, had “changed the trajectory of American politics.” He knew this was like waving a red cape in front of the Clintons. Sure enough, Hillary overreacted by running ads portraying Obama as a Reaganite. When the press roundly denounced the ads, Obama’s stature rose. Nesbitt figured this may have been the most brilliant move of the entire Obama campaign.


Now it was time to force McCain to compound his mistakes. Tom Coburn, the right-wing senator from Oklahoma who struck up an odd friendship with Obama when they were both freshmen senators in 2005, called to suggest that Obama and McCain issue a joint statement in support of Paulson’s bailout.3 Obama liked the idea and wanted to propose it first, before McCain (who had also heard from Coburn) got the chance. If McCain jumped with him, it would take the issue off the table. He knew that if McCain agreed to a joint statement, it would prevent him from campaigning against the bailout, which was McCain’s last, best hope for winning. It would “lock him up,” as a senior Obama aide put it, and confirm Obama’s message of transcending partisanship.


Obama later told a friend that he thought McCain would reject his offer. A joint statement originated by Obama would make it seem as if Obama was the alpha male and McCain just following along, and he was almost certain McCain wouldn’t play that way. In fact he sensed that McCain wouldn’t be able to resist one-upping him, which was fine with him. He figured that if he couldn’t “lock McCain up,” he could “set McCain up,” as a member of Obama’s inner circle put it, to overreact and maybe do something to reinforce his image as erratic.


Obama wasn’t a tennis player, but he mulled a tennis metaphor offered by a friend: his opponent was like one of those guys in white shorts running from the baseline to the net, then from sideline to sideline, all over the court trying to hit the ball. With a bit of luck, Obama might make him run right out of the match.


The candidate didn’t mention the possibility of a joint statement to anyone outside his staff. But on the way to a rally in Clearwater he talked to Buffett about getting Paulson to agree to limits on executive compensation, more transparency, and other ways to reach a deal with Democrats.4 That way Obama would feel better about the bailout. If McCain joined him in supporting a bipartisan rescue plan, it could help stabilize markets and ease the crisis. His advisors were lukewarm; some argued that the one day of attention they received for making the futile offer of a joint statement wasn’t worth identifying Obama more closely with the unpopular bailout he would likely have to support.


Obama disagreed. On Wednesday, September 24, two days before the debate in Oxford, Mississippi, he placed a call to McCain in New York, where the senator was having a bad day after reports surfaced that his campaign manager, Rick Davis, had been receiving $15,000 a month to lobby for the embattled mortgage giant Freddie Mac.


Calling McCain was a highly unorthodox move in the middle of a campaign, and the Obama camp had every reason to believe that McCain would either come on the line immediately or call back within minutes. McCain did neither. From his debate prep quarters at the Morgan Library on Madison Avenue, he was weighing a final decision on a bold plan.


Six hours later McCain finally called back and, just as Obama hoped, tried to trump him. When Obama proposed a joint statement, McCain agreed and then vaguely suggested that both men should maybe do something more, like suspend their campaigns or even postpone the debate and fly to Washington to take charge together. Obama told him that he didn’t think the two presidential candidates dropping everything and injecting themselves into the delicate negotiations would be helpful, but they agreed that Plouffe would talk to Davis about where things stood. McCain went quiet, and then they each hung up.


McCain tried to one-up him much faster than even Obama hoped. Just minutes after hanging up, as his campaign arrived back at the Belleview Biltmore Resort near Clearwater, Obama was surprised to receive word that McCain was about to publicly announce that he was temporarily suspending his campaign and postponing the first debate in order to fly back to Washington. He hadn’t said on the phone that he’d do this alone if Obama didn’t join him, but that was okay with Obama. “I think this is absolutely nuts,” he told his staff. In Washington Paulson thought McCain was “playing with dynamite” and told him so in testy phone calls.


Later that afternoon Obama went before the cameras to announce that he would go to the debate regardless of McCain’s plans and that a president “must be able to multitask.” Obama argued that this debate, on national security, was now more important than ever.


During one of the many internal campaign conference calls that day, David Axelrod, Obama’s chief strategist, was late; he was on the phone talking to his friend Rahm Emanuel, the campaign’s connection to the House leadership. “Just put Rahm on the call and we’ll get it straight from him,” Obama instructed. It was the first time the future White House senior staff all got together on the same conference call.


Then President Bush called and, in terms Obama described as “almost apologetic,” told him that at the behest of John McCain he was inviting him to a big meeting at the White House the next day, Thursday, September 25, to deal with the crisis. Obama said yes, then phoned House Speaker Nancy Pelosi and Senate Majority Leader Harry Reid and asked to be the point man for the Democrats in the meeting. Recognizing that their nominee was already in effective command of their party, they readily agreed. Campaign aides were upset that Obama would miss his third and final debate prep session in Florida, which they thought he needed. But all in all, it was a great news day for him.


And the news just kept getting better. It turned out that in New York that day McCain was ticking off David Letterman by giving an interview to Katie Couric (who had just eviscerated Palin) when he was supposed to be on Letterman’s show on the same network. Letterman and his guest, MSNBC anchor Keith Olbermann, savaged McCain. As Obama predicted, his opponent had overreacted to his gambit and was now zigzagging wildly. Obama figured McCain would eventually have to reverse himself and show up at Ole Miss for the debate, which would inevitably contribute to the impression of fecklessness. (In fact McCain never canceled his hotel rooms there or actually suspended any campaign operations.) Things were looking up in Obama World. Obama and Marty Nesbitt “just looked at each other and said, wow, man, this is good for us,” Nesbitt remembered.


In Washington the Democratic congressional leadership finally started getting serious about Paulson’s TARP plan. TARP stood for Troubled Asset Relief Program, though one Wall Street executive said it should have stood for “Total Abdication of Responsibility to the Public.” The plan called for the government to buy hundreds of billions of dollars in toxic assets. This was impractical because no one knew what anything was worth; within weeks Paulson would revise the plan into a more classic bailout, but in the meantime legislators with any sense of responsibility knew they had to do something to confront the crisis. A week earlier, as the damage from Lehman’s collapse cascaded through the global economy, Pelosi said she had to leave town for the weekend but would be back Monday. “We may not have an economy on Monday,” Federal Reserve Chairman Ben Bernanke told her. The Democrats were prepared to set aside their misgivings and bail out the banks.


It was the Republicans who balked. Free-market conservatives, particularly on the House side, began an active rebellion. On Wednesday, Barney Frank, the chairman of the House Financial Services Committee, got word that the GOP was going back on the deal. Frank had stuck his neck out for the Democrats by working with a deeply unpopular administration on a deeply unpopular bailout. He and Paulson had developed a decent, even friendly working relationship in the two years since Paulson became treasury secretary. Now Frank was angry and getting angrier about the prospect of Republicans double-crossing Democrats and opposing the bailout. Thursday morning he called Paulson, by now practically a daily ritual, and asked, “What the fuck is going on here?” Paulson didn’t know.


Frank made sure that he and the other relevant committee chairmen came along with the leadership to that afternoon’s big White House meeting, scheduled for 4 p.m. Harry Reid, who arrived a little early, told his spokesman, Jim Manley, to make sure Obama met with the Democrats before the meeting, so they would have a chance to talk separately. When Obama and his campaign press secretary, Robert Gibbs, arrived at the White House they went to the Roosevelt Room, where the other Democrats had gathered. Pelosi and Frank reported that House Minority Leader John Boehner planned to blindside them with a new conservative proposal. It’s a setup, they agreed. Obama urged everyone to stay cool.


President Bush, who had finally addressed the nation the night before on the crisis (just as Washington Mutual collapsed—the biggest bank failure in U.S. history), opened the September 25 meeting in the Cabinet Room by conjuring a global depression. “If money isn’t loosened up,” he said, “this sucker could be going down.” He showed almost no knowledge of the specifics of the crisis and quickly turned the floor over to Paulson, who said little but urged that a deal to save the banking system be approved quickly. When recognized by the president, Pelosi and Reid designated Senator Obama to speak for the Democrats.


Obama gave a lengthy and well-informed overview explaining that Democrats were close to agreement with Paulson on a deal. He stressed a couple of important Democratic concessions and agreed with Paulson that speed was essential. Having been told of dissension in the House Republican caucus, he said archly that some in Congress were willing to take their time, but he and the Democrats were not among them.


Obama sensed that while Democrats were united, Republicans were in disarray. So he boldly turned to McCain and said, “What do you think, John?” If this were all a GOP setup designed to isolate Democrats as the party of billionaire bailouts, now was the time to find out.


But McCain wasn’t ready to talk. He said he believed in seniority and would go last. It was a feeble attempt at a joke (seniority allows senators to ask questions first), and no one laughed. He seemed in a foul mood, offended by Obama’s showy display of his command of the complex issues. “I’ll just listen,” McCain said, which didn’t go over well with anyone in the room. He was supposed to lead, not listen. That was the whole point of postponing the debate, flying back to Washington, and getting everyone together in the Cabinet Room to confront the grave crisis. Instead McCain was “mute,” as Obama later put it.


The Arizonan deferred to House Republican Leader Boehner, who began retreating from TARP. He proposed an alternative under which Wall Street firms would create a fund to insure mortgages. This was an idea out of right field that Paulson thought irrelevant to the current crisis. When GOP Senator Richard Shelby produced a list of 192 conservative economists and other academics who opposed Paulson’s plan, Bush got snippy. “I don’t care what somebody on some college campus says,” the president said, looking irritated. “I trust Hank.”


Paulson was in a tight spot at the meeting. He seemed to be indulging Spencer Bachus, the ranking Republican on Barney Frank’s House Financial Services Committee, who made it sound as if he was there as a representative of other House conservatives who wanted an alternative to TARP. The treasury secretary was treating Bachus as a power player rather than an obscure backbencher.


Paulson had already indiscreetly told a few people in the room that he thought Obama had a stronger grasp of the crisis than McCain did, and here he was face-to-face with the Republican nominee. Even as both Obama and McCain proceeded to confirm everything Paulson had been whispering about them, the exhausted treasury secretary radiated worry that Republicans would find out that he preferred dealing with the Democrats, who had, after all, given him more support for his plan than had many congressional Republicans.


By this time the molecules of power in American politics were in a rapid state of realignment. McCain’s absence from the discussion was stark. Bush, who was supposed to be leading the meeting, was poorly informed and detached. “He’s already in Crawford,” whispered one Republican. That left the skinny African American guy who had crashed into their world only three and a half years earlier. He was the only one of the big dogs who seemed to know what he was talking about. Obama was taking charge of the meeting—and the crisis—peppering the others with detailed questions.


The Republicans clearly wanted to scotch Paulson’s plan, but they weren’t quite willing to say so explicitly. Their own mortgage insurance plan was completely unworkable, as Obama showed when he questioned them about it at length. He noticed that the lead Republican still hadn’t spoken. “I’d like to hear what Senator McCain has to say, since we haven’t heard from him yet,” Obama said loudly.


Finally, forty-three minutes into the meeting, McCain took the floor. He slouched back in his chair and spoke in a monotone, which those who knew him recognized as a sign that he was going through the motions. He was clearly restraining himself in a way that left him subdued and less articulate than normal. McCain later told Paulson he’d said little “because it’s pretty hard to say anything with Barney Frank screaming at you.” More likely, the Democratic nominee’s ability to take over the meeting left him depressed.


At 72, exhausted by the grueling pace of the campaign, the onetime naval aviator was lost at sea. Members of both parties were astonished by his performance. He was the one who had brought them all here—and for what? McCain, holding a single notecard, mentioned almost no specifics at all. The self-styled straight-talking maverick was reduced to a series of platitudes about how House Republicans had “legitimate concerns” and everyone needed to “work together” and “move forward” until they reached an acceptable compromise. When he was asked explicitly what he thought of Paulson’s plan, he said he hadn’t read it.


This was astonishing. He hadn’t read a three-page plan to spend $700 billion dollars, which was more than all the money already spent in Iraq? A Republican sitting some distance down the long table whispered to a pair of Democratic senators, “Everyone here is ready to vote for Obama, including the Republicans.” Barney Frank was even more disgusted than usual. “This was about as unpresidential as it gets,” he said later.


Bush’s expressive face said it all. When Obama spoke, he paid careful attention, as if he knew that here was his successor. When McCain spoke, Bush’s face was quizzical and unconvinced, as if he’d eaten something sour. Then his sense of humor kicked in. “I told you you’d miss me when I’m gone,” the president whispered to Nancy Pelosi. Dick Cheney offered his closed-mouth crooked half-smile, a sign of his skepticism. Obama chuckled softly.


From there the meeting spiraled out of control. Bachus loathed Frank; he later claimed to have a secret list of seventeen socialists in the House, and it was hard to imagine that Frank’s name wasn’t on it. Frank believed right-wingers like Bachus had practically wrecked the country. The two men started squabbling over whether the Democrats had been blindsided that morning. Cross talk rang through the Cabinet Room. Bush tried to bring some order before standing and announcing, “Well, I’ve clearly lost control of this meeting. It’s over.”


After the meeting broke up, the Democrats huddled with their aides in the narrow and crowded hallway just outside the Cabinet Room. They were angry and confused. Should they go to the microphones and blast the deal right then?


“Shhh! This place may be bugged,” Obama said, referring to the White House he would occupy four months later. He was joking, but the point was serious. “We need to go back there,” he said, gesturing across the hall to the Roosevelt Room, which was fortuitously unoccupied.


Back inside the Roosevelt Room, the Democrats resumed their conversation over what to do next, when there was a knock at the door. In walked a highly agitated Henry Paulson. He started in right away: “Please. I’m begging you—begging you!—don’t go out and attack the plan.”


“That’s bullshit, Hank,” Pelosi said.


Now Paulson was down on one knee, pleading with the Democrats not to “blow up” the deal. It was hard to know how serious he was, but others in the room found it scary to see the treasury secretary pathetically praying in the middle of a crisis.


“I didn’t realize you were Catholic,” Pelosi deadpanned. (Paulson is actually a Christian Scientist.)


Barney Frank muscled his way past Harry Reid and started yelling. “Fuck you, Hank! Fuck you! Blow up this deal? We didn’t blow up this deal! Your guys blew up the deal! You better tell Bachus and the rest of them to get their shit together!” When Paulson tried to equivocate, Frank threw in another “Fuck you, Hank!”—his third of the day.


Everyone knew Frank had a temper, but no one had seen anything like this. For a moment it struck Robert Gibbs and Jim Manley that this little scene really could get physical: the pudgy congressman versus the gawky treasury secretary, right here in the White House. As a former Dartmouth football player, Paulson was the favorite, but maybe Frank had a shot.


The only person standing between Frank and Paulson was Barack Obama, who bent his arms and spread his palms to keep the two men apart. “Okay, guys,” Obama said, like a teacher preventing a playground brawl.


But Frank wasn’t about to back down. “Your problem is with the Republicans who want to torpedo this, not us!” he yelled. “You go back and tell the president his problem is with his own fucking party!”


Obama took control of the conversation, cool as usual. “Calm down, Barney. Let’s sort this out,” he said. “Hank, you’ve got to go back and talk to Spencer and put this thing back together.”


Paulson seemed apologetic. “I know, I know,” he said.


McCain had already left the White House. If the Republicans weren’t going to comment, Obama figured, the Democrats shouldn’t either. It was wrong to get partisan on the premises. Obama suggested that Pelosi’s and Reid’s spokesmen go before the microphones and say very little except that Obama would hold a press conference when he returned to the Mayflower Hotel in half an hour. That would give the candidate a chance to think a bit before opening his mouth, a practice he generally preferred. He would tell the press little more than that McCain’s idea of injecting presidential politics into the delicate negotiations had not been helpful. But first he vented to staff.


“That was surreal,” Obama said on the speakerphone from the car on the short ride back to the hotel, with several campaign aides on the call. “Guys, what I just saw in there made me realize, we have got to win. It was crazy in there.”


“Maybe I shouldn’t be president,” he said in his familiar wry tone, only with more amazement than usual. “But he definitely shouldn’t be.”


Obama was struck by how disengaged both Bush and McCain seemed. All day the campaign had been convinced that McCain and Bush were in cahoots to sandbag Obama. But now it was clear that there was no strategy and McCain was just freelancing.


Obama couldn’t get over it. “Bush said, ‘Whatever Hank says.’ But Paulson wouldn’t talk either.” He was incredulous. “I’ve never seen a meeting like that in my entire life.”


Nor had any of the older and much more experienced politicians in the room. That’s because for nearly thirty years, through Republican and Democratic administrations, a conservative worldview on both economics and national security had dominated American politics. Democrats could chip away at the edifice, but the structure did not belong to them. Now the old order, like the one represented by Herbert Hoover in an earlier era, seemed to be crumbling.


“We can’t lose this election,” Obama said on the conference call shortly before arriving at the Mayflower. “Because these guys can’t run the country.”


But could Barack Obama? Could he confront the crisis, rebuild the economy, and restore the country’s promise? Could he prove, as he claimed, that good judgment was more important than experience?


After the White House meeting his already phenomenal self-confidence ratcheted even higher. As Nesbitt and others attested, the experience of that day powered him through the critical first debate. The next two debates were almost anticlimactic, and he went on to win the election by the widest margin of any Democrat in nearly half a century.


“In the ten days between the Lehman collapse and the first debate, everyone suddenly saw him as the next president,” said Anita Dunn, his campaign communications director. Longtime aide Pete Rouse called that September week a “dry run for being president.”


The Obama administration wouldn’t occupy the White House for another four months. But what the Chinese for centuries have called the “mandate of heaven”—the legitimacy mysteriously but unmistakably bestowed upon a leader—had shifted. Barack Obama’s first year in power had already begun.
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White House–in-Waiting


When the Democratic nominee called advisors in September and October to talk about the future, he didn’t superstitiously say, “If I’m president . . .” He confidently said, “When I’m president . . .”


In truth, he had been thinking about his presidency for months, even years. During the campaign he and the legislative director of his Senate staff, Chris Lu, shared a running joke about the classic 1972 Robert Redford movie, The Candidate, in which an appealing empty suit named McKay runs for the Senate. In the last scene, McKay, having just won, turns to an aide and says, “What do I do now?”1 Obama told Lu, “That’s not going to be us.”


Back in May, when it was clear to Obama that Hillary Clinton couldn’t catch up, Obama asked Lu to launch early transition planning. But he warned him to tell no one, not even his wife. Clinton hadn’t conceded yet, and if word leaked she would no doubt bludgeon Obama with the news (even though Clinton had started her own transition planning much earlier). Lu quietly rented a small office above a Subway shop on Massachusetts Avenue in Washington and, immediately after Hillary quit, began meeting with the core of the transition team. He took the budget prepared in 2004 by David McKean for John Kerry’s transition, tweaked it, updated the numbers, and made it Obama’s. Then it grew wildly. By the time of the election more than six hundred Democrats were consulted on the transition, and more than 150 were granted security clearances. Conversely, John McCain was so worried that leaks would make him look presumptuous that he asked for no security clearances for his people before the November election.


The Obama transition was run by John Podesta, Bill Clinton’s last chief of staff, whose credibility was enhanced by his decision not to seek a job in the administration. Podesta was a supremely well-organized guy and ran the operation as if it were a corporation. All members of the team signed a strict ethics statement attesting that they weren’t lobbyists, and all received what was called the “No Ego, No Glory” memo pointing out that they were volunteering for the good of the country and should not expect a job in return.


If it ever came out that so many people were involved in the transition before the election, Obama knew he would have been creamed for “dancing in the end zone.” So Podesta demanded confidentiality agreements and rigid compartmentalization. “We consciously decided to separate the campaign from the transition,” Podesta said, “so that if anything came out, the campaign could say, ‘We don’t know what those doofuses are up to—they’re not authorized to do anything.’ ”


One early memo told Obama that Democrats were generally bad at transitions and Republicans good at them because Democrats focused on policy and Republicans on management. Obama vowed privately that his transition would be more Republican: more disciplined, organized, and secretive. It was no coincidence that the progressive think tank that Podesta founded, the Center for American Progress, was at least loosely patterned on the Heritage Foundation, the conservative think tank that stocked the Reagan administration in 1981.


In mid-October Obama held a secret meeting in a dingy Reno hotel room to talk about the White House staff. McCain had been hitting him for “measuring the drapes” at the White House and it was important that no word of the meeting leak. Two of Bill Clinton’s chiefs of staff, Podesta and Erskine Bowles, flew out for the meeting, and a third, Leon Panetta, was on the phone. Everyone agreed that it was critical to hire the White House chief of staff right after the election, before selecting the Cabinet, a sharp reversal of the way Clinton did it.


The best advice Obama got in this period was to leave as many friends at home as possible. Eight of Jimmy Carter’s nine top presidential aides in 1977 came from Georgia. Clinton’s early White House was full of Arkansans, including his first chief of staff, Mack McLarty, an amiable Arkansas energy executive whom Clinton knew from kindergarten. McLarty didn’t get the job until the week before the Inauguration, which made it impossible for the Clinton administration to hit the ground running. There would be no kindergarten friends in senior positions at the Obama White House, though Obama was hardly prepared to rule out Chicagoans.2


More important, Obama decided that the old Democratic habit of favoring “Cabinet government” at the outset must be broken. The only way to run a successful administration was out of the White House, though of course he wouldn’t say that when he wooed potential Cabinet members in the weeks ahead.


Unlike the Clintons, Obama had little history in the Democratic Party. He had come from nowhere—the fastest, farthest journey in modern American political history—largely by himself. All he had with him were his family and friends from Chicago and a small handful of contacts in Washington, a city he dropped by occasionally for a Senate vote and a place to crash.3 “Most of my good friends are not in politics and are not in the political world,” he said.
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OBAMA’S UNIVERSE CONSISTED of a series of concentric circles. His innermost ring included the families that vacationed with the Obamas every Christmas in Hawaii: his younger sister, Maya Soetoro-Ng, and Michelle’s brother, Craig Robinson, and their families; his closest male friends, Marty Nesbitt, who ran a company that offered extra parking at airports, and Dr. Eric Whitaker, an executive at the University of Chicago Medical Center, and their families (Nesbitt’s wife, Anita Blanchard, an obstetrician, delivered the Obama children); and Valerie Jarrett and her college-age daughter. Along with Obama’s mother-in-law, Marian Robinson, these were the only Untouchables. The hard truth, as one senior White House official put it, was that everyone else was dispensable.


As the only political advisor who was also an intimate family friend, Jarrett enjoyed a special perch that sometimes fueled resentment from other aides, who envied her direct access. Four years older than Obama, she acted almost as a wise older sister, with an uncanny ability to anticipate just how both Obamas would—and should—react to any situation. She was often the contact when someone wanted to reach them (especially from the business community), she knew just how assiduously to watch their backs, and she could tell them bluntly when they weren’t being true to themselves.


They met in 1991, the year Barack and Michelle were engaged. Michelle was up for a job with Mayor Richard M. Daley at Chicago City Hall. Jarrett, already a formidable business executive, was to be her boss, and Barack wanted to make sure that working for Daley was right for his fiancée. After Valerie reassured them, they fell into easy conversation. Michelle and Valerie hit it off immediately, and Valerie found she had much in common with Barack too. They both had been raised partly abroad, Obama in Indonesia and Jarrett in Iran, where her father had worked as a doctor. She thought that Barack was smart and a good listener, a real catch for her new friend. A strong three-way friendship began that night, and over the years Jarrett became a valued counselor to both.


Beyond family and close personal friends, Obama relied on a few longtime advisors, starting with David Axelrod. “Ax,” as he was often called, met Obama around the same time Valerie did. Bettylu Saltzman, the well-connected “lakefront liberal” who worked with Obama in 1992, when he registered an astonishing 150,000 black Chicagoans as the head of Project Vote, called Axelrod and said, “I want you to meet this guy because I think he’s going to be the first black president.”4 So Axelrod met him, found him warm and impressive, and agreed that he’d probably be the first black something. But it wasn’t until 2003 that he took him on as a client.


Axelrod was a former reporter and columnist for the Chicago Tribune, already the top political consultant in Illinois and one of the best regarded nationally. He managed to represent both reformers like the late Mayor Harold Washington and regulars like Daley, quite a feat in Chicago. In national politics, he played important roles in the presidential campaigns of Paul Simon in 1988 and John Edwards in 2004.5 Ax was a full-service political professional who could devise strategy and message, produce TV and radio ads (his specialties were man-on-the-street testimonials and grainy attack ads using newspaper headlines), write speeches, and spin reporters, though he was so absentminded that his colleagues didn’t trust him with anything involving logistics. David Plouffe joked that he could fill the back of a pickup with all the BlackBerrys and cell phones that Ax had lost.


The son of a New York psychologist who committed suicide when David was nineteen, Ax mixed soulful liberal idealism with Chicago street smarts in a way that Obama considered both decent and hard-headed. When he first agreed to run Obama’s 2004 Senate campaign, Obama was thrilled; this was a big break. Axelrod felt the same; Obama was the candidate he’d been hoping for since he had first gone as a boy to see Bobby Kennedy speak in New York. The two became good friends. Over time Ax became Obama’s political sounding board, droll sidekick, and the self-described keeper of his flame—reminding everyone why he ran for president in the first place.


The final and least well-known member of the high command was Pete Rouse, a modest Japanese American sometimes called “the 101st senator” for his subtle knowledge of the Senate. A thirty-year veteran of Capitol Hill, Rouse had been chief of staff for Majority Leader Tom Daschle and before that for Illinois Senator Dick Durbin. After Daschle lost reelection in 2004, Obama shrewdly hired Rouse to run his Senate operation. Rouse schooled the freshman from Illinois in the peculiar folkways of the Capitol and became something resembling a management consultant for him, especially on critical matters of personnel. Later Obama would tell his senior staff and Cabinet that they should imitate Rouse and “manage down as well as up.” Some colleagues considered him a sweeter version of Winston (“I Solve Problems”) Wolf, the character played by Harvey Keitel in the movie Pulp Fiction. Revered by a large network of underlings for his gentle interest in their lives, Rouse lived alone in Washington with his cats, oblivious to the trappings of power. On January 20, 2009, he chose to watch Obama’s Inaugural Address at home on television instead of from the podium.


Just a notch below Valerie, Ax, and Pete was Robert Gibbs, the crafty Alabaman who had come aboard during the Senate campaign and forged a close bond with Obama during four years of constant travel. Gibbs, a soccer goalie at North Carolina State University in the early 1990s, was a fierce protector of his boss, famous for not returning emails from the press. Below Gibbs were Dan Pfeiffer and Bill Burton, two disciplined young spokesmen who joined the campaign on Day One and would play important roles in the White House Communications Office, and Jon Favreau, the talented 27-year-old speechwriter. Over time Anita Dunn, a Daschle veteran and pioneer for women in political consulting, and her husband, Bob Bauer, Obama’s personal lawyer, turned into important confidantes. A handful of friends from Harvard Law School and the University of Chicago would also join the administration, but their numbers were small compared to the collection of Rhodes Scholars, party operatives, and other FOBs (“Friends of Bill”) in the Clinton years.


Reggie Love, 25, became the younger brother Obama never had.6 Love was a basketball and football star at Duke and had NFL tryouts. He weighed an offer from the Arena Football League against an entry-level job in the mailroom of Obama’s Senate office, well before the presidential campaign. Duke’s legendary “Coach K” recommended he “learn the fundamentals” of politics in the Senate. Before long Love proved so friendly and efficient that Rouse promoted him to be Obama’s traveling aide. He ably juggled dozens of tasks, providing the candidate with bottled water, Nicorette gum, and personalized cell phone service. He stayed up late watching ESPN in the hotel suite with Obama, joined the group of basketball regulars, and along with Marvin Nicholson, the lanky trip director, became a golfing buddy. Obama told people, “Reggie is the coolest guy I know.”


[image: logo]


ON OCTOBER 21, just two weeks before the election, Obama surprised the political world by taking time out from politics to fly to Hawaii to visit his terminally ill grandmother for the last time.7 He had often said that the greatest regret of his life was not returning to Honolulu when his mother was dying in 1995, and he wasn’t going to make the same mistake with Toot. The long flight to Hawaii and back proved to be helpful for the organization of the White House. He took a fat three-ring binder and organization charts from Podesta and Rouse and had eight hours each way to make some key decisions when he wasn’t napping.


The subject of Rouse’s memo was who would report directly to whom inside the White House, and it was an important decision. Under one flowchart, a dozen senior staff would report directly to the president. This was the way disorganized Democrats always seemed to do it, going back to JFK and Jimmy Carter. Clinton followed the pattern and it contributed to the “college bull session” nature of his early tenure. Obama chose Pete’s other chart, the one labeled “collaborative hierarchy.” This centralized all power in the chief of staff’s office so that there was no confusion on lines of authority. The new chief of staff would have much more power on paper than many of his predecessors.


A week before the election Obama asked his inner circle, “Who should I pick?” The candidates were Tom Daschle and Rahm Emanuel.


Obama was clearly leaning to the man everyone in Washington called “Rahm.” Over the summer he had sent him an email: “Heads up, I’m coming for you.” Then, after TARP passed the House on the second try with Rahm’s help, he sent one saying, “I told you we made a great team.”


But Obama also liked Daschle immensely and knew that Daschle’s continuing stature with his former Democratic colleagues in the Senate, where he had served as majority leader before his defeat in 2004, would be a big asset in the White House. It was hard to know how many Democrats would be in the Senate after the election—fifty-five? fifty-six?—and Obama would need them all. Daschle was also a good judge of talent. The several aides Obama had shrewdly hired from Daschle’s orbit in 2004 and again in 2008 had served him well. If chosen, the soft-spoken South Dakotan would manage the White House staff with his usual gracious competence. Temperamentally he was almost identical to Obama: smart, calm, and tougher than he looked. Had Obama wanted to continue molding his organization in his own image, as he had during the campaign, Daschle would be perfect.


Daschle’s shortcoming, which had hurt him in the Senate and in South Dakota politics, was that he wasn’t hard-charging enough. He didn’t get up every day ready to run through a wall. This was not a problem that anyone ever associated with Rahm, with one exception.


During the campaign, Rahm, normally so confident, had been turned into the mushy man in the middle, describing himself as hiding under his desk so as not to confront the choice between Hillary Clinton and Obama. He took refuge in his title as chair of the House Democratic caucus, though that hardly required him to avoid intraparty fights. The Clintons had given him his start in national politics when he was just a pisher (Yiddish for “an irritating squirt”). He didn’t feel right betraying them, even though Hillary had once tried to fire him from the White House.


At the same time he was from Chicago, knew Obama, and was close friends with Axelrod, who had signed the ketubah, the Jewish marriage contract (a role at Jewish weddings reserved for a close friend of the groom) when Rahm married Amy Rule. In 2007 Obama trusted him in part precisely because Rahm didn’t endorse him. When Marty Nesbitt asked Rahm to support Obama and Rahm said no, Marty reported back that this was the right answer. If he had sold out his patrons, the Clintons, he might one day sell out Obama too. This was cold comfort to Obama at a time when he could count on one hand the number of elected officials who had endorsed him, but he accepted it.


Obama and Rahm already had a teasing relationship based on Rahm’s legendary profanity. At a 2005 roast of Rahm, Obama joked about how Rahm had lost part of his middle finger in a teenage accident, which “rendered him practically mute.” Rahm played along. At the 2006 Gridiron Dinner in Washington, Rahm said, “Senator Obama and I don’t just share a home state. We also share exotic names that were given to us by our fathers—Barack, which in Swahili means ‘blessed,’ and Rahm, which, roughly translated from Hebrew, means ‘go screw yourself.’ ”


When Ted Kennedy ended his neutrality in February 2008 and endorsed Obama, Rahm joked privately that since Kennedy was coming out from under the desk, he would be all alone. “I hope he’ll at least leave me his blankie,” Rahm added. He provided quiet advice all spring through Ax, but he didn’t endorse until the primaries were over in June. Rahm was impressed that the average donation to Obama was $109, but he didn’t think the campaign was in close enough touch with Rahm’s own “people in the bungalows” on Chicago’s North Side, a lament that would later be heard in the Obama White House. All summer Rahm told Ax, “It’s all about reassurance,” and that reassurance meant offering a specific number of new jobs that Obama’s recovery program would create. The actual number was less important than that there was a number in the first place.


Because job creation would be hard, the campaign settled on four million jobs created or saved. The latter was a gaping rhetorical loophole they would use throughout 2009: How could any reputable statistician count someone who didn’t get laid off? But it got them to a higher number they could sell politically.


By October Rahm had become an important part of the campaign. Obama depended on him for a lot more than a read on how Congress was reacting to Paulson’s plan. He was always a step ahead on the politics and knew how to integrate the crisis into what Obama was saying on the trail. More important, he fit in with at least some of the senior staff he hadn’t known before. Even Pete Rouse, who was devoted to his old boss Daschle, thought in the end that Rahm was the stronger candidate for chief of staff, mostly because, while Daschle was a “principal” (Washington-speak for a powerful elected representative or someone of Cabinet rank) and would have done the job capably, Rahm was “half-staff, half-principal,” for a job that was just that. Before long Pete grew so friendly with Rahm that Rahm’s children recorded the voice mail on Rouse’s cell phone.


In the end Obama saw that having a full principal as chief of staff was probably a bad idea. Some of the other chiefs of staff over the years who had also been principals—Eisenhower’s Sherman Adams, Reagan’s Donald Regan, and George H. W. Bush’s John Sununu—had blown up for one reason or another. Leon Panetta, soon to be Obama’s CIA director, had been a White House staffer and member of Congress before successfully running Clinton’s White House. That was a better model.


Rahm was chosen, Axelrod said, because he straddled two worlds: he had unmatched knowledge of the White House and Congress but also a gut instinct for the thinking of middle-class Americans. It was true that in 2006 he had been a highly partisan figure, but he had cultivated Republican friendships with South Carolina Senator Lindsey Graham and Illinois Congressman Ray LaHood, among others, and could find more. Old Chicago friends like Bettylu Saltzman believed Rahm had matured and would handle the job well. Others wanted some insurance. Lynn Cutler, a Chicagoan and former vice chair of the Democratic National Committee, thought Rahm was a good choice but told Axelrod that the White House staff should know that after Rahm ripped their skin off, Ax would be there to give them a hug.


Obama made his final decision a couple weeks before the election and was happy with it. After he heard the choice Daschle himself thought that he had dodged a bullet. He worried that the job would have consumed his life.


Now the soon-to-be president just had to convince Rahm Emanuel to give up his dream of being the first Jewish speaker of the House.
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RAHM WAS IN all the early meetings, but nailing down a commitment from him to be chief of staff taxed Obama’s persuasive powers. In the days before and after the election, the two men spoke in person about the job at least half a dozen times. Obama made the case that this was a unique moment and that Rahm could get a lot more accomplished in the White House than on the Hill. You could stay caucus chair and wait your turn as speaker, or you could play at a higher level, Obama told him. If he took the job, Obama said, he’d be his “right-hand man” on everything. Obama leaned on him hard.


Rahm was not just pretending to be torn. He confided to friends that if it had been a relatively normal year, like 2000, he would have definitely said no. The job wasn’t worth the family stress and the sacrifice of his longtime dream of being speaker. Relinquishing a seat he had worked so hard for was tough. He told a reporter, “You guys [in the press] will never understand what it means to give it up. It’s just very hard. You have to give up your independence and your own identity and subsume it. And that’s a lot.”8


Rahm’s decision to be so open about his ambivalence and to dawdle over the decision struck some Obama partisans as disrespectful. It seemed as if Rahm asked practically everyone he knew whether he should take the job. But he later said there was a method to it: he was deliberately signaling to other potential appointees that if he could sacrifice the House speakership, they could set aside their businesses and law practices, take a pay cut, and come serve their country. He was using his own reluctance as another instrument of pressure. When people complained about not getting the positions they wanted, he reminded them that Obama was the only one in the country who did.


After Rahm took the job Obama was a bit worried about what his new chief of staff would do with all his power. He later said that, left to their own devices, Rahm and Ax, who talked five or six times a day even before the transition, might “go charging down a path” he wasn’t “comfortable with.” He envisioned Valerie and Pete as counterweights. They would each, like Axelrod, carry the title senior advisor to the president. The new White House would have a quadrangular structure at the top. The Big Four would all advise, anticipate, inform, and initiate. Barack Obama was headed into the choppiest economic waters of any president in seventy-five years. He needed all hands on deck.
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IT WAS NO coincidence that three of the Big Four were from Chicago, although only one (Emanuel) had been born there. Since shortly after graduating from Columbia, Obama had marinated in the tangiest local political culture in the nation. Where New Yorkers knew the identities of top investment bankers and Angelinos kept track of Hollywood studio executives, Chicagoans could tell you the names of their aldermen and even sometimes of their state senators as if they were local athletes.9 Even at its most bitter, the spectacle was entertaining. Which politician was the boodler and which the reformer? Which big-talking supporter was full of it and which could actually make something happen downtown? Obama’s experience in local politics helped him learn to read people better.


Mayor Richard J. Daley, the last of the great city bosses, died in 1976, long before Obama got to town, and he wasn’t particularly close to Daley’s son, the current mayor, known as Richie, who had backed an opponent in the 2004 Senate primary. Obama was never a real part of the Daley machine. Instead he was what Chicagoans used to call a “blue-ribbon” candidate, a classy gentleman-politician like Adlai Stevenson and Paul Simon.10 The blue-ribbon candidate got to have it both ways: staying above politics while benefiting from it. But Daley was skeptical of Obama seeking the presidency. “What’s he done?” He privately complained in 2007, even as he felt compelled to endorse him.


Obama had a lot of Chicago in him, but it was a different Chicago than the stereotype. “It’s a rough-and-tumble place where you learn how not to take things personally,” Jarrett said. “The ‘Midwestern values’ thing is real. We take it down a notch here and it makes us more forgiving.” Or at least more straightforward. When David Wilhelm returned to Chicago from Washington after a stint in the 1990s as chairman of the Democratic Party, he said, “I’m going back to Chicago, where they stab you in the front.”


Chicagoans had long suffered from a “second city” complex that left them jealous of other cities. But the deeply ingrained we-try-harder ethic also made them especially proud of where they lived. For all its tortured racial past, the city was more beautiful and peaceful than it had been in previous decades. Beginning in the 1990s prominent Chicagoans set aside differences to focus, at least some of the time, on common goals. To put it mildly, not everyone in Chicago “disagrees without being disagreeable,” one of Obama’s favorite descriptions of how he viewed his own approach. Local rogues still made good copy. But in recent years there was something less nasty than New York, Washington, or Los Angeles about the place—and certainly less pretentious.


The scandal surrounding Illinois Governor Rod Blagojevich reinforced the city’s image as an ethical sinkhole.11 Obama responded by noting that politicians came in two flavors: those who went into politics to make money and those whose motive was to serve the public. It was a simple and valid distinction. The latter category—represented in the late twentieth century by inspiring public servants like Harold Washington, Paul Simon, and Congressman Abner Mikva—had a major influence on Obama. But even the cleanest politicians in Chicago reveled in their toughness and could be found quoting Hyman Roth’s line from The Godfather: “This is the business we have chosen.”


After Obama became president it was easy for critics to say he was surrounded by “the Chicago mafia.” If so, they hadn’t properly learned how to dump a body, as their handling of New York Governor David Paterson and White House Counsel Greg Craig would later attest. In truth, the White House would not be filled with Chicagoans. This reflected a misunderstanding of the way Obama operated; he was in constant interaction with a couple dozen aides who were from “Chicago” only if that meant the experience that they had of working there during the campaign. And Jarrett, Axelrod, and Emanuel were hardly the Chicago hacks of fevered imagination.


They did, however, bring a certain attitude about how politics and government interact. “Barack’s thing is, do the stuff you think is best, do what’s most important, do the governing right and the politics will take care of itself,” Axelrod said, before launching into a famous quote from the late Mayor Daley. “ ‘Good government is good politics,’ Daley said. Obama really believes that.” This was a critical point about Obama and the way he would handle his early presidency. He disdained efforts to win cable brawls or find the perfect pictures for the photo-ops or craft sound bites that cut through the clutter. He thought these staples of Washington politics were ephemeral if the government delivered jobs and health care for people, just as Chicago politicians delivered at home.


Of course Daley’s line didn’t mean simply that doing the right thing was good politics; it meant that politics and government in Chicago were essentially indistinguishable. The same was increasingly true in the capital. Washington didn’t run on patronage (nor Chicago anymore), but the system was greased every day by old-fashioned Chicago-style deals. Obama would come to office believing that those deals—not his speeches—were the way things got done. A legendary Chicago alderman named Paddy Bauler was known in the 1950s for exclaiming, “Chicago ain’t ready for reform!” For all his talk of transparency, Barack Obama, former state senator from the 13th district, wasn’t sure Washington was either.
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EVER SINCE THE Pennsylvania primary, Anita Dunn had run a 7 a.m. conference call for Obama’s senior staff and a 10:15 p.m. call with the candidate after he’d said goodnight to his kids. The calls were relatively short; the only time one had gone for a full hour was after the Reverend Jeremiah Wright fiasco, when the campaign hung in the balance.12


By mid-September the perilous state of the economy dominated the calls, just as it would dominate the early days of the Obama White House. With the exception of his work in the Illinois State Senate curbing predatory lending, Obama hadn’t looked closely at the financial system until he started giving speeches about it early in the campaign. But he was a quick study and now eagerly dug into the complex details. This was homework that he much preferred to political chores, and he spoke about the economy with confidence-inspiring fluency.


Soon enough Ben Bernanke’s trillion dollar Fed guarantees and Henry Paulson’s $700 billion bailout proposal cooled the meltdown. The specter of a conservative Republican administration investing massively in the private economy shocked the system enough to stop the panic selling. But now Paulson had to get his TARP bill through Congress. His first efforts to do so were seen as laughable. Paulson, dubbed “King Henry” by Newsweek, had offered a three-page September 19 plan that contained the eye-popping Section 8, which stipulated that the secretary’s actions would be “non-reversible . . . and may not be reviewed by any court of law or any administrative agency.”


If the “systemic risk” that Paulson worried about was plenty real, the response was disturbingly indiscriminate. A big question that would persist for years was whether Bernanke and Timothy Geithner, president of the New York Fed (which handled the details), could have figured out a way to structure some of the early deals so that the government got better terms. Even by late 2009, when every major bank except Citigroup had paid back its TARP money, the impression of a colossal injustice remained—that fabulously wealthy bankers would be made whole, but ordinary Americans would not. This impression would weaken faith in government and complicate Obama’s efforts in 2009.


The politics of the bailout were brutal. Early polls showed only 22 percent of the public supporting the government’s efforts. Nancy Pelosi received forty thousand calls, letters, and emails on TARP—almost all against. Every day brought frightening news: jobless claims surging to modern highs; home sales plummeting to modern lows; bank failures surged to levels not seen since the Depression.


On September 29 the Dow closed down 777 points after the House voted down the bank bailout. This was a shocker. “You’re sitting there thinking, did we finally put Humpty Dumpty together only to have him fall down again?” Robert Gibbs remembered. “That period cemented [for Obama] that this is not a problem that’s going to get solved by the time you get sworn in, and if you win, your life is going to be different.” All the later critics seemed to forget what had happened when Congress, for a moment, decided not to approve bailouts: a catastrophic Wall Street collapse.


By this time John McCain’s campaign was doomed. Eventual passage in early October of the first installment of the TARP bailout ($350 billion) did little to assuage fears. Americans had lost 30 to 40 percent of their net worth on paper—several trillion dollars just evaporated—and they weren’t about to vote for four more years of the same economic policy.


As the crisis deepened Obama asked his young campaign economic advisors, Austan Goolsbee of the University of Chicago and Jason Furman of the Brookings Institution, to assemble a team of eight to ten big thinkers for conference calls every five days or so. These calls were mostly intended to help the candidate get a handle on fast-moving events. Three former treasury secretaries were on the list: Robert Rubin, the self-effacing senior advisor (and former chairman) at ailing Citigroup, soon to be reduced to a ward of the state; Larry Summers, the brilliant economist and Rubin protégé, who had been pushed out as president of Harvard; and Paul O’Neill, the quirky former Alcoa chairman who had been fired by President Bush and was now supporting Obama. Two former chairs of the Council of Economic Advisers, Nobelist Joseph Stiglitz and Laura D’Andrea Tyson, also took part, as well as the usual complement of senior campaign aides.


Warren Buffett and Paul Volcker were often on the line. The second richest man in the world had met Obama in 2004 and been impressed. His endorsement gave the candidate a boost with independent and even Republican voters. Volcker, who had known Obama since mid-2007, helped convince him to support TARP. When Volcker said he had to miss a meeting in Miami with Obama and other economists because of a scheduled trip to Europe, the campaign implored him to make a brief appearance before leaving. He stayed long enough to have his picture taken.


Rubin didn’t have a close relationship with Obama, who decided during the transition that it wouldn’t look good to be seen talking to a man whose bank had just laid off seventy-five thousand people. Even after he resigned from Citigroup in January 2009, Rubin had almost no contact with the president. But he would play the same role for the Obama administration that Harvard Law School professor Felix Frankfurter did under Franklin Roosevelt: stocking the government with his protégés. During his years at the top of Goldman Sachs, the Clinton administration (where he ran the National Economic Council and then served as treasury secretary), Citigroup, and the Hamilton Project (a think tank of moderate Democrats and deficit hawks), Rubin mentored scores of bright young policy types. More than a dozen of them eventually worked in important positions under Obama and maintained their relationships with Rubin.13 The difference between Frankfurter and Rubin was that the U.S. government didn’t have to spend $29 billion (with guarantees of up to $306 billion) bailing out Harvard Law School, as it did Citigroup.


Summers quickly became Obama’s dominant economic advisor. He knew a lot more about economics than the political advisors, and at least a little more about politics than the other economic advisors. And he proved exceptionally good at framing the central questions in ways that everyone could understand. In a series of influential columns for the Financial Times dating back two years before the crisis, Summers had nimbly moved away from the deregulatory policies he supported as treasury secretary in the 1990s and warned in 2007 of trouble to come.


At this stage Obama also made time in his campaign schedule to hear from advisors on the progressive side, a view he would hear less of when president. Former Labor Secretary Robert Reich, Andy Stern of the Service Employees International Union, and Jared Bernstein of the liberal Economic Policy Institute were all encouraged to weigh in. As usual, Obama employed the Socratic method with the economists and business experts, probing for new perspectives. It was hard to tell what his own views were beyond what he said publicly, but he tried to keep at least some of the conversation focused on the folks identified by Leo Gerard, head of the United Steelworkers Union, as “the people who take showers after work, not before.”


Of course the inner group of advisors, the ones Obama listened to most, was hardly unshowered in the morning, and few with any connection to Wall Street had completely clean hands. Buffett, with his famous foresight, had for years called derivatives “financial weapons of mass destruction,” but even he had invested heavily in them, and in Moody’s, one of the corrupted ratings agencies that gave cover to the reckless. As treasury secretary, Rubin had warned of the dangers of unregulated derivatives but later admitted he didn’t fully understand the exotic products that were taking Citigroup down. Summers had taken a more hands-off view than Rubin of regulating derivatives while at the treasury department in the 1990s and as late as 2008 made more than $5 million consulting on them for the hedge fund D. E. Shaw and Co.14 Of the nation’s financial titans now surrounding the Democratic nominee, only Volcker remained largely unstained by the Bubble Economy, though even he had his share of investments in it.


For vice-presidential candidate Joe Biden, the conference calls were “an epiphany.” This was not the Barack Obama he thought he knew from the Senate. Biden had been lukewarm on Obama—he thought he was wrong to run in 2008—right up until Obama told him in August that he wanted him for the ticket. In fact after dropping out of the presidential contest following the Iowa caucuses, Biden, though ostensibly neutral, secretly advised Hillary’s campaign all winter and spring.


Obama knew about the Hillary connection before he chose Biden and couldn’t care less. Politically he liked Biden’s appeal to working-class voters (especially in his native Pennsylvania, a swing state), but he also picked him because he thought Biden’s many friendships on Capitol Hill and his foreign policy experience would be helpful in the White House. Everyone in Washington knew that Biden was a motormouth, but you had to be made of stone to avoid liking the guy. And the more you talked to him, the smarter and better informed he seemed.


Obama expected that Biden would make a gaffe or two during the campaign (he had called Obama “articulate and bright and clean” in 2007), but he was surprised and angry when his vice-presidential candidate seemed to say something stupid every few days. After Biden said on the stump that Obama would be immediately “tested” overseas, a comment that pointed up the nominee’s lack of experience, the running mates had a chilly conversation on the phone.


Biden wasn’t accustomed to being reamed out, and he hated being “handled” by Obama’s Chicago headquarters, but he had to admit that Obama had some chops he hadn’t noticed before. By the time of the financial crisis the vice-presidential candidate felt Obama was inhabiting the role of president on the conference calls. “Barack says, well, folks, sorry I’m late. I’ve got four questions. Bang. Bang. Bang. All deep and on point. He was in total friggin’ command!” Biden marveled in October 2008. “Here’s a forty-seven-year-old guy confronting one of the most complicated economic dilemmas anyone has had to face since 1929 to ’33. If the subject had been Iran or Russia I could have said I’d be as good, but not on this. I was truly impressed.”


The next day Biden called Obama and said, “You sold me, sucker.”


He wasn’t alone. The financial experts who took part in the meetings smelled power, but they were also tough judges of political talent. Obama and his economic advisors met in Miami on September 19. The conversation became extremely detailed—too detailed, some thought, for a candidate who was not yet president. But Obama more than held his own. Walking out of the hotel, Rubin asked Summers what he thought. “I think he was an A-plus,” Summers said. Rubin agreed. The nominee had been calm and knowledgeable even if several of those consulted still found his ideological orientation a mystery.


In retrospect, some remedies they discussed looked puny. The House of Representatives had passed $150 billion in stimulus earlier in the year, which went nowhere in the Senate. This amount seemed huge at the time, especially to those who recalled that the last stimulus package, Bill Clinton’s in 1993, was for $16 billion—and it lost. To be bold, Obama’s advisors were talking in September 2008 about doubling the House number to $300 billion, a figure that seemed outlandishly high at the time but would prove to be much lower than the final figure.


For all the big talk on stimulus, Obama and his preelection transition team could also seem timid. Volcker suggested that the ad hoc responses to Bear Stearns, Fannie and Freddie, Lehman, AIG, and soon the auto companies weren’t going to work. “We can’t keep doing this over a weekend,” he said. Volcker favored a new Reconstruction Finance Corporation, the Depression-era institution that made loans to companies. Summers wasn’t interested; he thought Volcker was yesterday’s news. Some of the Obama people thought it was Summers who seemed like a rerun. He and the other Clinton people kept comparing 2008 to 1993, when Clinton had inherited an ailing economy. It sounded like a comparison between a hurricane and a drizzle. And Summers’s abrupt manner made many in the Obama universe fear that he didn’t understand the friendly campaign culture they had created over the past two years.


Volcker told Obama that in some ways he would be worse off than FDR when he took office. When Roosevelt came in, Volcker explained, he closed the banks and announced that the government would reopen only the healthy banks. A week later, when he began opening some banks, Americans figured those were the good ones; everyone put their money in them and the banking crisis (though not the Depression) ended. Today’s depositors were institutional investors and much more sophisticated. They wouldn’t assume the reopened banks were safe. Obama would not have the luxury of a bank holiday to save the system.
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BY ALL ODDS, big ideas like health care reform that were not directly connected to the crisis should have been abandoned or downplayed at this point. Doing so would have been fine with Obama’s political aides, who cited numbers provided by lead pollster Joel Benenson that showed the public favored moving forward on energy first because it might create jobs. Health care was a big issue with activist Democratic primary voters and a nonissue (or even a negative) for everyone else, especially people who worried that their hard-earned tax dollars would go to the poor. More than 95 percent of voters had health insurance, and their interest in those who lacked it was limited.15 Mostly they were anxious about what might happen to them if the system changed. The hard political truth that would shadow the debate for months was that the uninsured simply don’t vote in large numbers.


For three decades activist Democrats had their hearts set on a dream—universal coverage—that wasn’t a political winner, which was the main reason they hadn’t won it. Obama thought the only answer was to shift the parameters of the debate. If the issue was framed around cost, access, and heartless insurance companies telling people with preexisting conditions to fend for themselves, perhaps the public response might be more positive.


Obama was always interested in the polling on health care, but he was more focused on the connection between what he said on the stump and how much room he’d have to maneuver if he won. “If I don’t talk about this during the campaign then I can’t do it in the first year—and I want to do this,” he told his policy team over the summer. “So figure out how we win the argument [with McCain].”


The unveiling of Obama’s latest version of his health care reform was scheduled for September 20. When Lehman collapsed, the rollout was delayed and a few of the political strategists argued in vain that it should not be rescheduled. Obama answered this on the campaign trail: “Some say we can’t afford to reform health care now. I argue, how can we afford not to?”


Making the connection between the economy and health care would continue to be tough, but Obama was game to educate the public on why the country couldn’t get control of the budget until it controlled health care costs. Framing it as a cost issue had the additional benefit of shifting the conversation away from the uninsured and toward fiscal responsibility, where there were more independent voters.


Whatever the specifics, this new passion for health care represented a hugely significant shift in the candidate’s thinking. An internal memo from his Senate office showed that as recently as 2006 he had listed his policy priorities in the Senate as energy, education, and nonproliferation; there was no mention of health care. Even in the presidential campaign he at first seemed less interested in the subject than his Democratic rivals were. He pandered to younger voters by opposing a mandate requiring everyone to buy health insurance. Mandates were politically unpopular (and unlikely to pass, he said privately), but he knew they were critical to making any reform work. Hillary fumed as the press let him off the hook for a half-baked health care plan, which Obama promised to enact only “by the end of my four-year term.”


But the financial crisis helped Obama focus on the long-term fiscal future of the country, which was grim without some control of health care costs. And somewhere along the campaign trail the stories he heard of families selling their homes to pay for a child’s cancer treatment; of small businesses crushed by the high cost of health insurance; of laid-off workers losing their coverage along with their jobs, reached him and worked a change in his ambitions for his presidency. Now a confident candidate was ready to go for a big health care program in his first year, while he had the political capital. Soon it would be clear that he was virtually the only one in his inner circle who felt that way.
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Grant Park


Obama and Robert Gibbs had a ritual after every debate. When Obama came off the stage at the end, Gibbs would give him a fist bump to signify that he had done well, not “the terrorist fist jab” of Fox News’s fevered imagination, just a nice tap. After the Nevada and New Hampshire primary debates, where Obama had not done well, there was no bump. But when Obama finished his first debate with John McCain at Ole Miss, Gibbs was so happy that he gave him a two-fisted bump.


“He walked into the first debate as a candidate and walked out as president,” Anita Dunn said later. “The campaign was over right then.” The final two debates and the vice-presidential debate did nothing to change that judgment, as the campaign moved forward with what Axelrod described as a “nervous confidence.”


The final week brought a weird limbo. Those who weren’t in the field operation felt as if their work was done. Axelrod and Joel Benenson went over the polling numbers again and again to see if they could find some weakness, something they had overlooked. They could not. The campaign, flush with cash, bought a half hour of national television time just to keep up the interest level and ensure a big turnout. And superstition ruled. If anyone dared to mention a job in the new administration, other staffers shouted, “Don’t talk that way!”


Starting when Palin spooked the Democrats in early September, Marty Nesbitt showed every nervous supporter he met an email he received. Over a picture of Obama giving his acceptance speech in Denver someone had written, “Chill the Fuck Out. I Got This.” Obama loved it, and when his friend Mike Strautmanis poured out his anxieties in a long late-night email, Obama replied simply, “I got this.”


For bigger audiences Obama played a coach worried about sitting on his lead. “I don’t want to hear that any of you are jockeying for jobs or looking for apartments in Washington,” he said sharply to “Obama for America” senior staff and fund-raisers by conference call, threatening to fire anyone who did. “We haven’t won yet. Don’t leave anything on the field!”


All the signs from the field were good. Even the racists seemed to be coming around. For weeks reports flowed into the campaign of chagrined canvassers in swing districts finding voters who said, “I can’t believe it, but I’m pulling the lever for the black guy,” or even “Things are so bad I’m voting for the nigger.”


On the last weekend of the campaign the field organization exceeded the wildest dreams of the onetime community organizer. American politics had never seen a get-out-the-vote operation like this one. A new “online call tool” allowing phone calls from home computers yielded more than a million calls into swing states. Volunteers placed another three million calls from the campaign’s “Last Call for Change” phone banks. All the calls were placed from states that were not in play. The idea was to free up volunteers on the ground in swing states to get their Obama voters to the polls.


Even as he moved toward victory, Obama introduced a note of pessimism. Aboard the plane he mused to aides that with all the controversial things he planned to do in office there was a “decent chance” he would be a one-term president. This was the kind of thing that candidates and presidents like to say, and almost nobody believes them. From afar it had an especially phony ring from a man who despised the conventional artifice of politics and derived some of his authenticity and self-regard from that sense of separation from the process. Obama was too competitive to consign himself to being a one-termer. He knew that in the modern era one term is synonymous with failure, and that his being defeated for reelection would be especially humiliating for African Americans.


But the musings stuck in the minds of his staff because their man was not given to pieties, especially in private. Over the next several months he made the point repeatedly to signal to Axelrod, Gibbs, and others that he was not going to be a cautious president who played all the careful political angles just to get reelected. They should get used to his taking political risks.
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THE FINAL DAY of the campaign opened with word that Toot would not live to see her grandson elected president. Early that morning she had died peacefully in her sleep, with Maya at her side. After announcing the news to a crowd in Charlotte, North Carolina, Obama struggled to keep his composure. A few cameras caught tears rolling down his grieving face, but his voice never broke—the most visible sign yet of his deep determination to keep his emotions in check.


That evening he held an election-eve rally with one hundred thousand people in Manassas, Virginia, site of the Battle of Bull Run. The candidate made no mention of the Civil War, but he didn’t have to. A black man was poised to carry the cradle of the Confederacy, and carry it comfortably. The candidate was spent. On the flight back to Chicago he told Axelrod, “I think we’re going to win, but if we don’t I’ll be at peace. We’ve run as good a campaign as you could run, and if it isn’t there, it isn’t there.”


Just to be extra sure it was there, Obama flew to Indiana to campaign on Election Day. He had narrowly lost the primary in the Hoosier State and made it a personal project to drag it back into the Democratic column for the first time since 1968. He brought his best friends along. On the plane he spotted his Chicago friend Eric Whitaker looking at Valerie Jarrett and shaking his head. “What’s the matter with you?” Obama asked.


“You may be the frickin’ president of the United States,” Whitaker said.


“And I still may lose,” Obama replied.


“On the other hand, you may be the frickin’ president of the United States,” Whitaker said. “That’s crazy.”


Obama spent most of the short flight working with Nesbitt on a top priority: the rosters for the four teams for that afternoon’s basketball games, to be held at the Attack Gym on Chicago’s West Side. Basketball on election days had been a superstition ever since the New Hampshire primary, where Obama skipped playing and lost to Hillary Clinton in an upset. This time he had the youngest team but was convinced that Nesbitt had the best players and had rigged the lineups.


It was a great honor to be asked to play, a sign that you were good enough on the court and that the soon-to-be-president liked you. Senator Bob Casey, who had bonded with Obama during the Pennsylvania primary, flew in, as did Julius Genachowski, a new-media expert and basketball buddy from Harvard Law School who would soon head the Federal Communications Commission. Alexi Giannoulias, the Illinois state treasurer, had special jerseys made up labeled “This One” and “That One,” a sly reference to McCain calling Obama “that one” in the first debate.


In the first game Obama’s team lost on a three-pointer, but they won the second game against the team captained by Arne Duncan, the Chicago schools superintendent and future education secretary who had played professionally in Australia. It was the first time Obama, a lesser player than most of the others, had beaten Duncan’s team, and it gave him such satisfaction that he was still talking about it two weeks later. Nesbitt’s team won the tournament on a shot at the buzzer and Obama mock-complained, “See, Nesbitt, I told you you rigged it!”


The games were hard-fought as usual, but the skinny point guard was given an extra couple of inches when he drove to the basket. “It was the only time we all backed off a little bit—nobody wanted to give him a black eye,” Duncan said. Obama, who had suffered a broken nose playing basketball in law school, took nothing off his own game, though he did joke at one point after colliding with Reggie Love that he was badly injured, which threw a scare into the others. Obama kept playing and risked looking beat-up for a speech that would be seen by hundreds of millions of people around the world.
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OBAMA SPENT MOST of the day at home in Kenwood, a once Jewish neighborhood of large homes that bordered Hyde Park. He and Michelle voted that morning at a school down the street. The media throng saw that Bill Ayers, the 1960s radical who became a household name during the campaign, cast his ballot in the same precinct (though not at the same time).1 But no one in the press noticed that another neighbor, Louis Farrakhan of the Nation of Islam, was moved to the front of the line so he wouldn’t bump into the Obamas.


Obama had butterflies of course. In the afternoon Tom Daschle called to share some of the favorable early exit polls. It looked as if the Democrats might finally win this time, Daschle said. Obama reminded him of 2000 and 2004, when they thought the same thing. When his chief speechwriter, Jon Favreau, congratulated him, he told him not to jinx it. But he was confident enough to work on the “If We Win” speech and send back the “If We Don’t Win” speech without notes. “I don’t even want to look at that damn thing,” he said. After a steak dinner at home the Obama family headed downtown to the Hyatt Regency on Wacker Drive, where they gathered with the Bidens in Suite 3605 to watch the returns. Lane Evans, an early supporter forced to leave Congress after his Parkinson’s disease worsened, was invited by for a chat.


Axelrod knew they’d won at 6:30, when he cracked open the first sample precincts from Indiana, where Obama was outperforming the campaign’s expectations. Obama called him around 8:30. “It sounds like we’re going to win,” he said. Axelrod agreed, but remembering that Democratic strategist Bob Shrum called John Kerry “Mr. President” on election night in 2004, he added, “I’m not going to congratulate you prematurely.” Later, up in the hotel suite, they watched McCain graciously concede. “Can you congratulate me now?” Obama joked.


When the television screen flashed Obama’s picture and the words “President-Elect Barack Obama,” Michelle turned to her husband and said, “You are the forty-fourth president of the United States. Wow. What a country we live in.”


Obama was at ease, his feet propped up on the coffee table. He felt his mother-in-law, Marian, take his hand, then squeeze it. He wondered, What’s she thinking? A black woman who grew up in the 1950s in segregated Chicago is watching her daughter become first lady of the United States.


Axelrod’s thoughts went back four years, to Obama’s election to the Senate. That night he had gone to look up the ward and precinct of St. Pascal’s Catholic Church on Chicago’s Northwest Side. In 1983 former vice president Walter Mondale visited the church to campaign for Harold Washington for mayor and was jeered by racists in an ugly scene. Washington received almost no votes there. In 2004 Axelrod learned that Obama had won both the ward and the precinct of St. Pascal’s and told the new senator that Harold was smiling down on them, grateful for the progress they had made in two decades. This night, with the presidency in hand, he thought of a meeting in his conference room in late 2006, when Obama said he was running for president in part so that millions of kids would look differently at themselves. Now something that those kids thought was absurd—that a black man could be elected president of the United States—had come to pass.


Malia gave her father a fist bump. “What’s the first thing you’re going to do as president?” she asked. “I’m going to get you guys a dog,” Obama said. Malia pressed: “I’m serious, like the first political thing?” Obama rolled his eyes. “Malia’s working for the school newspaper now,” he explained.


But Obama was thinking about a related question as the news sunk in—not the first thing he’d do on Day One, but the big thing he’d do in Year One. He later told aides that in a quiet moment on Election Night he had asked himself, What’s the single achievement that would most help average Americans? His answer was health care reform, though he hadn’t emphasized it during the campaign.


It was time to give his speech. Backstage Obama summoned Axelrod, who jogged to catch up to him in the tunnel as he strode toward the stage. “I just wanted you to know,” Obama said, “there was a good fireworks display planned, but I killed it. Too frivolous for the times.”


Within minutes he and his family stepped forward, separated from the entire world by two-inch-thick bullet-proof glass. He began by savoring the historic “defining moment”:


If there is anyone out there who still doubts that America is a place where all things are possible; who still wonders if the dream of our founders is alive in our time; who still questions the power of our democracy, tonight is your answer. . . .


It’s been a long time coming, but tonight, because of what we did on this day, in this election, at this defining moment, change has come to America.


But he made a point of emphasizing the long struggle to come:


I know you didn’t just do this to win an election and I know you didn’t do it for me. You did it because you understand the enormity of the task that lies ahead. For even as we celebrate tonight, we know the challenges that tomorrow will bring are the greatest of our lifetime—two wars, a planet in peril, the worst financial crisis in a century.


Out in Grant Park 250,000 people were more interested in the history than the challenges ahead. They celebrated with no arrests, which was almost unheard-of on festive occasions in the city. For older Chicagoans the location had a special resonance. In 1968 police had clubbed antiwar demonstrators across Michigan Avenue from the Conrad Hilton Hotel, the same area of Grant Park where Obama now gave his victory speech. The violence at that year’s Democratic National Convention split the Democratic Party and helped elect Richard Nixon, who came to personify an ugly chapter in the American story. Forty years later the party’s wounds seemed finally healed and some of Chicago’s tortured racial history joyously transcended, at least for one night. Retired cops and long-ago hippies and their children and grandchildren all gathered in the park, this time on the same side of the barricades.


Across the country most Democrats, many independents, and even some Republicans considered this the sweetest presidential victory of their adult lives, as years of bitterness and even despair over the state of American politics gave way to at least some measure of hope. In October in Guilford, North Carolina, Sarah Palin said she was glad to be back in the “real America.” On Election Day John McCain and Palin lost Guilford County and North Carolina and their party lost its claim to a curiously persistent and noxious idea; the night marked the end of a four-decade stretch during which conservatives got to define what being a patriotic American meant. Republicans might soon rise again, and their talent for fierce opposition would continue to shape national politics, but the culture wars that once lay at the touchy center of the national debate would now be waged more often at the fringe. A new generation of elites felt no embarrassment over displays of love for their country. In Harvard Square students stopped traffic and sang “God Bless America” and “America the Beautiful” for the first time since World War II.


The nations of the world greeted news of Obama’s election with relief and even exultation. For years their people had liked Americans as individuals but felt contemptuous toward the American government; now perhaps that would change. There was hope too that a new day might be at hand for race relations in their own countries. “Obama’s election is the ratification of the American dream,” a Cabinet minister in South Korea told a visiting American dignitary. “If a first-generation minority can become president of the most powerful nation on earth, anything is possible.” Commentary reflected an instant surge in prestige for the United States as television carried images of cheering crowds from Iraq and Israel to India and Indonesia, plus London, Beijing, Athens, Stockholm, and, of course, the coincidentally named Obama, Japan, among many other cities. Foreign heads of state began telephoning congratulations to Chicago before the returns were complete. In Kenya, government officials declared a national holiday in honor of the new American president, grandson of a goatherd on the shores of Lake Victoria.


The joy of the African American community knew no bounds. John Lewis, the civil rights hero whose skull had been fractured by Alabama police near Selma in 1965, said he “never imagined, never had any idea” he would see this day: “We have witnessed tonight in America a revolution of values, a revolution of ideals. There’s been a transformation of America, and it will have unbelievable influence on the world.” Obama himself had never promised a revolution of values, and within months some of the same old racial attitudes would be back. But Lewis could be excused for getting carried away on a night like this.2


Jesse Jackson stood with the media in the park, musing about Obama and Martin Luther King. In June he’d been caught on tape in a jealous fit saying he wanted to “cut [Obama’s] nuts off” for “talking down to black people.” Now Jackson recalled that, as a student at Columbia University in 1983, Obama saw one of the debates when Jackson was running for president: “He told me later, ‘That’s when I realized this was possible.’ ” Jackson ticked off the names of forgotten civil rights activists: “I’d like for those nameless, faceless martyrs to show up for just one night, to know they were redeemed tonight.” Jackson was subdued; he was on the wrong side of the rope line, far away from the tents where Obama’s important supporters were gathered. But by the time the president-elect spoke, he was in tears.


On Chicago’s LaSalle Street a working-class African American who grew up in Chicago stopped a white reporter. “Congratulations!” he said.


“Congratulations to you,” the reporter replied.


“No, it’s you folks, the Caucasians, who did this, who should get the credit. We knew we’d vote for Barack today, but we just weren’t sure y’all would.”


In the National Finance Committee tent, the big donors, the ones whose early money had made it possible for him to win, climbed up on tables and chairs to get a glimpse of the president-elect as he thanked them. Penny Pritzker, the formidable Chicago businesswoman who spearheaded his record fund-raising, sat on the cold ground, out of view. Obama expected to see her there, and when he didn’t he emailed her at 2 a.m. asking where she’d been. Pritzker replied, “Mr. President-elect, I am short and my mother told me it was inappropriate to stand on furniture.”3
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