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Praise for The New New Deal

“Meticulous . . . Mr. Grunwald lays out in shocking detail how the Republican leadership decided early and wholeheartedly not to cooperate with the new president. . . . The New New Deal is the most interesting book that has been published about the Obama administration. Even Republicans should read it.”

—The Economist

“Exceptional . . . The single best book on the inner workings of the Obama administration . . . In exhaustive detail, Grunwald points out how everything you think you know about the stimulus is wrong. . . . His book should be required reading for undecided voters (as well as everyone else).”

—Michael Cohen, The Guardian

“Masterful . . . The New New Deal is not only the best book about the administration, but perhaps the only one that will (and should) continue to be read long after 2016. . . . One of the two best books ever written about government.”

—Mark Schmitt, The National Memo

“A terrific book . . . Hugely important . . . Grunwald’s account explains how things work and don’t work in Washington.”

—Steve Brill, Reuters

“Michael Grunwald is one of our generation’s most original and tireless journalists—a reporter who is allergic to received wisdom, a writer with an uncommon talent for illuminating hidden truths. . . . Every serious reader will see his book as a vindication of serious journalism, at a time when we need it.”

—John Harris, Politico

“Engrossing . . . A work of serious reporting and analysis . . . The New New Deal will, for the most part, please supporters of the president. But its author is a journalist, not a polemicist.”

—K. Anthony Appiah, The New York Review of Books

“The reputation of the stimulus is meticulously restored from shabby to skillful in Michael Grunwald’s important new book, The New New Deal. His findings will come as a jolt to those who think the law ‘failed.’ ”

—David Firestone, The New York Times

“In Grunwald’s hands, it is a fascinating and illuminating story. He brings it to life with a style that is lively and informal, with a focus on the people involved. He does not hesitate to criticize those from across the political spectrum whom he finds to be incompetent, obstructive or self-aggrandizing (and he finds plenty of all three).”

—Colette Bancroft, Tampa Bay Times

“Exhaustively reported and authoritative.”

—Cardiff Garcia, The Financial Times

“There’s plenty here for everyone to get aflutter about all over again in this riveting account. Grunwald provides captivating background history on the stimulus and how it may prove to be a far greater deal than the one FDR famously launched.”

—Chicago Tribune

“Grunwald delivered a book that taught me a great deal on a subject I thought I knew a great deal about.”

—Matthew Yglesias, Slate

“Grunwald knows more about the stimulus than pretty much anyone else on the planet. . . . He realized the stimulus was a huge story that wasn’t being told, so he started digging, interviewing more than 400 people, sitting in on Cabinet meetings, and reading original documents. What he found was very close to the inverse of conventional wisdom.”

—David Roberts, Grist

“Grunwald is a journalist with a contrarian streak. Curious about the fog of cynicism that clung to Obama’s stimulus, he dug into the data and interviewed hundreds of people. . . . The result is as entertaining a policy wonk drama as you’re likely to find.”

—Rick Holmes, MetroWest Daily News

“I recently finished Michael Grunwald’s excellent book, The New New Deal. Grunwald is not only a crisp and engaging writer, he is a blunt one.”

—Francis Wilkinson, Bloomberg View

“Interesting . . . A good narrative of what happened with the stimulus.”

—Simon Johnson, The Washington Post

“Fascinating . . . Grunwald makes the case for Obama’s stimulus bill more vividly and persuasively than the president ever did. . . . Grunwald peppers this Washington drama with dialogue and characters in action, which makes it a rollicking good read.”

—Jamie Stiehm, US News

“Lo and behold, The New New Deal has caught on, a tribute to Grunwald’s deep reporting. . . . The book offers a bracing reminder to those of us in the Washington press corps that the stimulus was not exactly our finest moment. . . . Journalism is just the first draft of history. But . . . it’s a good thing we have one journalist who went back to give us a vastly improved second draft.”

—Alec MacGillis, The New Republic

“The best book on the Obama presidency to date.”

—Steve Benem, MSNBC.com

“The New New Deal will change how you look at Obama’s stimulus forever. . . . The book is not only a comprehensive chronicle of what’s in the bill and what it’s done, it’s full of revelations of how the bill was written, passed and implemented.”

—Matt Zeitlin, The Daily Beast

“Grunwald circles the Beltway and runs through its back alleys with a savant’s eye for detail and nuance. . . . A tale that reads like a book-length episode of The West Wing . . . Grunwald can be safely aligned with the likes of Arthur M. Schlesinger Jr., having produced a work of style, wit, pace and depth.”

—James Rose, The New Statesman

“The Swamp has been a game-changer in the world of ideas. Even more so will be Grunwald’s new book. While countering prevailing notions of the Obama administration, The New New Deal manages to be just plain fascinating reading. . . . Often brilliant, always penetrating.”

—Philip Jason, Florida Weekly

“Assiduously researched and wonderfully written, Grunwald has given future historians the ultimate factual baseline. . . . The New New Deal is a gift to policy wonks and casual political observers alike.”

—Jed Morey, Long Island Press

“Critics will not agree with everything in this book, but putting mood affiliation aside, the writing, research and conception of the work are all excellent.”

—Tyler Cowen, Marginal Revolution

“Grunwald keeps his tone snappy and readable, while consistently grounding the political story of the Recovery Act in its real impact on everyday Americans. The result is an impressive book about the startling gap between facts and media spin.”

—Publishers Weekly

“A cogent reality check of President Obama’s Recovery Act. . . . A pointed, in-the-trenches study whose thrust will be borne out with time.”

—Kirkus Reviews
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To Cristina, my stimulus



— INTRODUCTION —

Things That Never Were

Change begins with a leap of faith—not a fairy-tale faith that tomorrow will always turn out better than today, or a rah-rah faith in the inevitable destiny of God’s most favored nation, but a more practical belief that the past is not necessarily prologue, that the future doesn’t have to look like the present. It’s progressive in the literal sense, not the polite-way-to-say-liberal sense, a simple faith in the possibility of progress. This basic notion that there’s nothing preordained about the status quo can sound corny, and it doesn’t make change happen. But it makes change possible.

This is what Barack Hussein Obama meant by “the audacity of hope.” And this was the wind behind his 2008 campaign, the promise of not just the change we always hear about but Change We Can Believe In, the idea that a skinny black guy with an inconvenient name and a thin résumé could ride a dream to the White House. It was easy to mock his Yes We Can hubris, his grandiose vows to transcend the pettiness of our politics and bridge the partisan divide, his messianic pledges to slow the rise of the oceans and usher in a new birth of freedom. But he inspired people. After eight exhausting years of George W. Bush—the partisan warfare, the nonexistent weapons of mass destruction, the surpluses alchemized into record deficits, the inept response to a drowned city, and finally the epic financial and economic collapse—millions of Americans were ready for a leap of faith.

What happened to that change—and that faith—is the central story of the Obama administration.

The prevailing narrative has emphasized the unfulfilled promise, the change we’re still waiting for, the gap between the lofty poetry of Yes We Can and the transactional tawdriness of If We Can Round Up The Votes. The partisan divide remained un-bridged, the pettiness of our politics un-transcended. And the economy stubbornly refused to comply with Obama’s rhetoric of revival, setting the tone for a narrative of disappointment: Wasn’t the audacity of hope supposed to make people feel better? Hadn’t he promised to “reinvent the economy to seize the future”? What happened to the strong middle class and the new American century and all those other nice things that were supposed to materialize after his historic election? “Hope and change” became a partisan punch line, the wink behind Sarah Palin’s sly taunt: “How’s that hopey-changey stuff working out for ya?”

In the 2010 congressional elections, Americans gave a preliminary answer, voting to change the change, smacking down Democrats, rewarding Republicans for resisting the Obama agenda. Even the president toned down the hopey-changey stuff as his approval ratings slumped, reminding supporters that he was elected to make things better over time, not to make things perfect overnight.

“We’ve always known that lasting change wouldn’t come quickly or easily,” he wrote in the strangely muted email announcing his reelection campaign. “It never does.”

That’s part of the story: Change is hard.

But there’s more to the story: Change is happening.

It isn’t happening because a politician waved a magic wand. It’s happening the way change happens in American democracy, through legislation that Congress passes and a president signs and bureaucrats implement.

This is the story of Obama’s most ambitious and least understood piece of legislation, the purest distillation of what he meant by change. It aimed to repair a broken economy while reforming our approach to energy, health care, education, taxation, transportation, and more. It’s starting to change our cars and our trains, the way we produce and consume electricity, the way our schools teach, our doctors practice, and our government spends our money.

It’s even trying to change photosynthesis, which is as good a place as any to begin the story.

Sure, photosynthesis has been working reasonably well for 3.5 billion years, making plants grow, releasing the oxygen that sustains life on earth. But at the dawn of the Obama administration, it wasn’t working well enough for the president’s hard-charging energy secretary, Steven Chu, a quantum physicist who had won a Nobel Prize for trapping and cooling atoms with lasers. Chu had the toothy grin, dorky glasses, and wispy build of a tech nerd, but he had a steely side, too. He didn’t accept that problems were unsolvable unless there was scientific proof.

Chu was at the vanguard of a new brigade of egghead elites—a new, ultra-confident Best and Brightest—who marched into Obama’s Washington because they believed all that hopey-changey stuff. At sixty, he was a renewable energy source in his own right, exuding the boyish enthusiasm of a junior high geek dissecting his first frog. He worked eighty hours a week trying to rev up the sluggish Department of Energy, then spent his spare time doing the kinds of things geniuses do, like trying to cure cancer with nanotechnology, and using an atom interferometer to confirm a key prediction of Albert Einstein’s theory of relativity. His mere presence at this perennial backwater of a bureaucracy felt surreal, as if Einstein had reported for duty as labor secretary. Most of his predecessors had been obscure politicians or businessmen, and one had been a dentist. But after three decades playing with gamma rays and quarks at Bell Labs, Stanford, and Berkeley, Chu honestly believed he could help Obama cure America’s addiction to oil and help save the planet from global warming. He was a tone-deaf politician, but he quickly became Obama’s most compelling green evangelist, preaching the gospel of clean energy, sharing the good news of solar power, geothermal heat pumps, and energy-saving white roofs.

He wanted biofuels in his scripture, too. Fuels derived from biomass had been hyped as the great green hope, the renewable key to a world without oil. As a farm state senator, Obama had always portrayed ethanol and other biofuels as miracle elixirs. But Chu suspected they would never outcompete fossil fuels as long as they relied on photosynthesis. It was a chemistry thing. Harvesting sunlight to grow corn or switchgrass or even algae was just an awfully circuitous strategy for producing fuel, like a journey from New York to Washington via San Francisco. More than 99 percent of the solar energy was wasted along the route. “Photosynthesis,” Chu liked to complain, “is too damn inefficient.”

Fortunately, a new agency called ARPA-E had just been created inside Chu’s department to solve problems like photosynthesis.

The Advanced Research Projects Agency-Energy was a government incubator for high-risk, high-reward, save-the-world private energy research, the kind of place where Q from the James Bond movies would want to work. Modeled after DARPA, the legendary Pentagon agency that fathered the Internet and GPS technology, it was designed to finance out-of-the-box, early-stage experiments that probably wouldn’t pan out, but just might point the way toward truly clean coal or a truly smart grid or a truly green economy if they did. Chu was ARPA-E’s intellectual godfather; he had proposed the agency while serving on a National Academy of Sciences panel on U.S. competitiveness. He had handpicked its first director, his former Berkeley colleague Arunava Majumdar. And he had set its reach-for-the-stars tone, making it clear that ARPA-E wasn’t about incremental improvements. The agency’s mantra was: Game-changers only.

ARPA-E felt more like a high-tech start-up than a federal bureaucracy, with a foyer cluttered with intimidating textbooks on “tribology,” “constructal theory,” and “nanostructure physics,” and walls dotted with dreamy Yes We Can messages from Martin Luther King Jr. (“We are confronted with the fierce urgency of now”), John F. Kennedy (“We need men who can dream of things that never were”), and Chu himself (“Resist the urge to accept the status quo”). It was exempt from the usual civil service rules, and it attracted an absurdly high-powered staff of brainiacs: a thermodynamics expert from Intel who had published sixty-five scientific papers, an MIT electrical engineering professor who had founded two start-ups, a clean-tech venture capitalist who also taught material science at MIT. Majumdar, a world-renowned energy expert, had run Berkeley’s nanotechnology institute before Chu persuaded him to leave his tenured chair—as well as his wife, two children, and a yellow Lab—behind in California to make change in Washington. His deputy, Duke biochemistry professor Eric Toone, was also a biotech entrepreneur who had helped develop a promising glaucoma drug.

None of these men—they were all men—were in public service because they needed a job. They were the kind of dreamers President Kennedy had in mind, imagining things that never were: wind turbines shaped like jet engines, man-made substitutes for rare-earth minerals, electrical transformers the size of suitcases instead of kitchens. They saw energy as the challenge of their era, and ARPA-E as their moon mission. They were practical men who understood that even elegant laboratory advances in batteries or biofuels had to be scalable and affordable to be useful, but they were also true believers in the church of progress, confident they would reach those moons in due time.

“We chemists would say energy is a kinetic problem, not a thermodynamic problem,” Toone says. “There’s always a way around kinetic problems.”

Toone had never studied biofuels, but he took on the photosynthesis problem. It was a real problem; just about all our energy was ultimately derived from photosynthesis, including the hydrocarbons in gasoline and other fossil fuels, even including the carbohydrates we break down when we pedal our bikes. But Toone had an epiphany after consulting with two groups of scientists who shared his inexperience in the energy field: the synthetic biology community, which manipulates cells and molecules, and the “extremophile” community, which studies microscopic organisms in exotic eco-niches like hot springs and ocean floors. Some of those organisms had evolved to absorb energy without photosynthesis, subsisting on hydrogen, ammonia, or even electric current. But none had been studied for fuel production. Toone realized that with the proper tinkering and the proper funding, it might be possible to train the kind of bacteria that eat electricity for breakfast to fuel our transportation sector someday. In October 2009, he hosted the first ever workshop on the topic, bringing together big brains from far-flung fields and encouraging them to imagine the possibilities.

“It was amazing how fast everyone went from ‘This is nuts!’ to ‘Hmmm,’ ” he recalls.

Soon Toone presented his findings to the ARPA-E team. Majumdar had a knack for gouging holes in talks like this, pulverizing tenured hotshots into stammering grad students. This time he just sat in silence.

“Holy shit,” he finally said in the lilt of his native Calcutta. “We’re talking about an entirely new scientific discipline.”

At a brainstorming session at ARPA-E’s unofficial watering hole, a D.C. dive bar called the Ugly Mug, Toone came up with the new discipline’s name: electrofuels. Within a few months, ARPA-E received 120 electrofuels proposals from scientists in all kinds of fields. And in April 2010, at a cabinet meeting led by Vice President Joe Biden, Chu unveiled thirteen electrofuels grants. A Boston firm planned to engineer E. coli into “a chassis for iso-octane.” A University of South Carolina team would study “electroalcoholgenesis-bioelectrochemical reduction of CO2.” Biden’s staff had invited me to sit in during the meeting—I’m a journalist for Time magazine—and as Chu explained a Harvard Medical School team’s plan to create a “bacterial reverse fuel cell,” I could almost see a “WTF?” thought bubble forming over the vice president’s head.

Then Chu started talking a language everyone could understand; as a kid on Long Island, before his own circuitous journey from New York to Washington via San Francisco, he had been a baseball statistics nerd. “We’re swinging for the fences,” Chu said. “We’re going to strike out a lot, but we’ll hit a few grand slams.” Most of ARPA-E’s experiments would fail, but one successful project could kill off the internal combustion engine, or slash the cost of air-conditioning in half. Someday, electrofuels could be ten times as efficient as biofuels.

“Wow!” Biden crowed. “We’re talking about research that will literally revolutionize American life!” (Biden often says “literally,” or “literally, and I mean literally, not figuratively!” when he means “figuratively.”) He then veered into a soliloquy about American ingenuity, then a shaggy-dog story about an energy-efficient lighting firm, then on to other business. But afterward, Biden was still jazzed. “Was that mind-blowing or what?” he asked, throwing his arm over my shoulder as if we were lifelong pals, when we had just been introduced moments earlier. “This is the exciting part of my job: We’re building tomorrow!” We chatted for a minute about ARPA-E, and how it was a pretty striking example of the change Obama had promised during his campaign.

“That’s what nobody gets about the Recovery Act,” Biden said.

Yes, ARPA-E was launched by the American Recovery and Reinvestment Act, President Obama’s widely ridiculed $787 billion “stimulus” package. The audacity of hope made change possible. The Recovery Act is making change happen.

President Obama signed the stimulus into law on February 17, 2009, less than a month after his inauguration, just a few months after the meltdown of the global financial system. The U.S. economy was in freefall, and Americans were desperate for change. Obama’s approval ratings were around 70 percent, Democrats had expanded their majorities in Congress, and talking heads were suggesting the Republican Party might be lurching toward extinction. Meanwhile, the rest of the world’s major powers were also preparing stimulus packages to defibrillate their flat-lining economies.

Yet Obama’s 1,073-page response to the worst crisis since the Great Depression swiftly became a national laughingstock—and the launching pad for the Republican revival. It was the Ur-text of the Obama administration, a microcosm of policy and politics in the Obama era. “No question about it, the stimulus was the defining moment,” says former Republican senator Mel Martinez of Florida. “The Recovery Act set the tone,” agrees David Axelrod, Obama’s top political adviser.

Within a year, the percentage of Americans who believed the stimulus had created any jobs was lower than the percentage of Americans who believed that Elvis was alive. Resurgent Republicans mocked the law as “Porkulus,” a bloated encapsulation of everything wrong with the Obama presidency. “Failed-stimulus” became a fourteen-letter GOP buzzword of choice, repeated incessantly in floor speeches, press conferences, and attack ads. Senate minority leader Mitch McConnell snarked that even Tiger Woods and John Edwards, the sex scandal stars of 2009, had better years than the failed-stimulus. A drumbeat of gotcha stories chronicled silly expenditures, like costumes for water safety mascots; silly-sounding legitimate expenditures, like a brain chemistry study of cocaine-addicted monkeys; and fictitious expenditures, like levitating trains to Disneyland or a snow-making machine in Duluth. Even Jay Leno got in a dig about communism, “or, as we call it in this country, a stimulus package.”

The mockery got so intense that Democrats stopped saying “stimulus” in public. And their sidestepping got so blatant that a reporter confronted Obama about it at a news conference, asking why his aides “avoid the word ‘stimulus’ like the plague. Is that because the original stimulus is so deeply unpopular?”

The president wouldn’t even use the word “stimulus” in his response.

The stimulus had one overriding public relations problem: The administration marketed it as a measure to prevent rampant unemployment—and then rampant unemployment happened anyway. Americans understood that Obama inherited a mess, but they didn’t understand how horrible a mess, and the stimulus was touted as a job creator at a time when jobs were disappearing at record speed. A politically disastrous January 2009 report by Obama’s economics team intensified this problem by warning that the jobless rate could hit 9 percent without the Recovery Act, while predicting it would stay below 8 percent with the Recovery Act, a gaffe that launched a thousand talking points after unemployment reached 10 percent despite the Recovery Act. These were understandable forecasting errors, based on consensus assumptions; it soon became clear that the pre-stimulus situation was much worse and disintegrating much faster than most economists realized at the time. But Republicans recognized the report as a gift that would keep on giving, and have savaged the stimulus ever since as a massive boondoggle charged to our maxed-out national credit card. Meanwhile, the left has griped that it wasn’t massive enough. And the media have repeatedly dismissed it as a failure “by the administration’s own standards.”

The Recovery Act certainly wasn’t perfect. It was the product of an imperfect legislative process, authored and implemented by imperfect human beings. It was oversold as a short-term economic fix, undersold as a long-term catalyst for change, and fumbled as a political football. It didn’t create full employment. And its critics inflated the failure of a stimulus-funded solar manufacturer called Solyndra into a classic Washington pseudo-scandal.

I worked for nine years in Washington as a national reporter for The Washington Post, mostly writing critical stories about dysfunctional government agencies. I was familiar with the city’s groupthink, the way its media narratives can harden into conventional wisdom. But I didn’t live in Washington anymore, so I didn’t swim in circles where suggesting that the stimulus was anything but a joke was a sign of credulity and cluelessness. And I still wrote about domestic policy, so I knew that the Recovery Act was more than the honeybee insurance, contraception subsidies, and other porky-sounding line items that got so much airtime on TV. It seemed like a big deal—actually, a collection of big deals. I didn’t know if it was a good deal, but it reminded me of the New Deal, a mammoth government effort aimed at short-term Recovery and long-term Reinvestment.

I spent two years researching the stimulus, and I found that it is a new New Deal. Much of the Recovery Act’s impact has been less obvious than the original New Deal’s, but it’s just as real.

“Bigger!”

Nostalgic liberals complain that the Recovery Act pales in comparison to the New Deal. It didn’t create giant armies of new government workers in alphabet agencies like the WPA, CCC, and TVA; ARPA-E is its only new federal agency, with a staff smaller than a Major League Baseball roster. It didn’t establish new entitlements like Social Security and deposit insurance, or new federal responsibilities like securities regulation and labor relations. It didn’t set up workfare programs for the creative class like the Federal Theatre Project, Federal Music Project, or Federal Art Project. (Obama aides grumble that it could have used a new Federal Writers Project to churn out better pro-stimulus propaganda.) And it didn’t raise taxes; it reduced taxes for the vast majority of American workers, although few of them noticed.

Obama and his aides thought a lot about the New Deal while assembling the Recovery Act, but in some ways it’s an apples-to-bicycle comparison. While President Franklin D. Roosevelt forged the New Deal through a barrage of sometimes contradictory initiatives enacted and adjusted over several years, the stimulus was a single piece of legislation cobbled together and squeezed through Congress before most of Obama’s appointees were even nominated. The New Deal was a journey, an era, an aura. The Recovery Act was just a bill on Capitol Hill.

But it was an astonishingly big bill. In constant dollars, it was more than 50 percent bigger than the entire New Deal, twice as big as the Louisiana Purchase and Marshall Plan combined. As multibillion-dollar line items were being erased and inserted with casual keystrokes, Obama aides who had served under President Bill Clinton occasionally paused to recall their futile push for a mere $19 billion stimulus that had seemed impossibly huge in 1993, or their vicious internal battles over a few million bucks for beloved programs that suddenly seemed too trivial to discuss. And the Recovery Act’s initial estimate of $787 billion turned out to be too low; the official price tag would eventually climb to $831 billion. After a live microphone caught Biden accurately calling Obama’s health reforms “a big fucking deal,” I suggested to his chief of staff, Ron Klain, that the stimulus was just as big.

“Bigger!” Klain replied.

Biden’s boast about the Recovery Act building tomorrow was accurate, too. It was the biggest and most transformative energy bill in U.S. history, financing unprecedented government investments in a smarter grid; cleaner coal; energy efficiency in every imaginable form; “green-collar” job training; electric vehicles and the infrastructure to support them; advanced biofuels and the refineries to brew them; renewable power from the sun, the wind, and the heat below the earth; and factories to manufacture all that green stuff in the United States.

That’s a lot of new precedents.

The stimulus was also the biggest and most transformative education reform bill since the Great Society. It was a big and transformative health care bill, too, laying the foundation for Obama’s even bigger and more transformative reforms a year later. It included America’s biggest foray into industrial policy since FDR, biggest expansion of antipoverty initiatives since Lyndon Johnson, biggest middle-class tax cut since Ronald Reagan, and biggest infusion of research money ever. It authorized a high-speed passenger rail network, the biggest new transportation initiative since the interstate highways, and extended our existing high-speed Internet network to underserved communities, a modern twist on the New Deal’s rural electrification. It updated the New Deal–era unemployment insurance system and launched new approaches to preventing homelessness, financing infrastructure projects, and managing stormwater in eco-friendly ways. And it’s blasting the money into the economy with unprecedented transparency and oversight.

“We probably did more in that one bill than the Clinton administration did in eight years,” says one adviser to Clinton and Obama.

Critics often argue that while the New Deal left behind iconic monuments—the Hoover Dam, Skyline Drive, Fort Knox—the stimulus will leave a mundane legacy of sewage plants, repaved potholes, and state employees who would have been laid off without it. Even the Recovery Act’s architects feared that like Winston Churchill’s pudding, it lacked a theme. In reality, it’s creating its own icons: zero-energy border stations, state-of-the-art battery factories, an eco-friendly Coast Guard headquarters on a Washington hillside, a one-of-a-kind “advanced synchrotron light source” in a New York lab. It’s also restoring old icons: the Brooklyn Bridge and the Bay Bridge, the imperiled Everglades and the dammed-up Elwha River, Seattle’s Pike Place Market and the Staten Island ferry terminal. But its main legacy, like the New Deal’s, will be change.

That is also its main theme.

No, it’s not the New Deal. Obama is not a classic New Deal liberal, and while he shares some of Roosevelt’s traits—self-assurance bordering on egomania, a Harvard pedigree, an even keel, an allergy to ideologues—he’s not the second coming of FDR. He didn’t grow up rich and he didn’t battle polio. He doesn’t welcome the hatred of the elite and he hasn’t forged a unique bond with the masses. He doesn’t share Roosevelt’s mistrust of credentialed experts, and he takes his campaign promises much more seriously than FDR did.

But the Recovery Act did update the New Deal for a new era. It was Obama’s one shot to spend boatloads of money pursuing his vision, a major down payment on his agenda of curbing fossil fuel dependence and carbon emissions, modernizing health care and education, making the tax code more progressive and government more effective, and building a sustainable, competitive twenty-first-century economy. It’s what he meant by “reinvent the economy to seize the future.”

For starters, the stimulus did provide stimulus.

The Recovery Act injected an emergency shot of fiscal adrenaline into an economy that was hemorrhaging over 700,000 jobs a month. The leading independent economic forecasters—firms like Macroeconomic Advisers, Moody’s Economy.com, IHS Global Insight, J.P. Morgan Chase, and Goldman Sachs, as well as the nonpartisan Congressional Budget Office—all agree that the stimulus helped stop the bleeding, averting a second depression and ending a brutal recession. The Recovery Act wasn’t the only government intervention that helped stabilize the patient. The Federal Reserve’s emergency support for the financial sector, Obama’s unpopular rescue of the auto industry, and the even less popular Wall Street bailout that began under Bush all helped keep the economy afloat. But on the job loss graphs from the Great Recession, the low point came right before stimulus dollars started flowing. Then the situation slowly began to improve.

The Recovery Act followed the crisis response manual of the late British economist John Maynard Keynes, the godfather of fiscal stimulus. Keynes urged policymakers—including Roosevelt, who didn’t listen too carefully—to “prime the pump” during downturns, to pour gobs of public money into their economies when private money was in hiding. The idea was to halt the classic death spiral where businesses facing weak demand lay off workers, which further weakens demand as laid-off workers stop spending, which leads to further layoffs and weaker demand. That’s the nightmare Obama inherited after his inaugural parade. Credit was frozen, consumer confidence the lowest ever recorded. The economy was shrinking at an unheard-of 8.9 percent rate, although no one knew the numbers were that horrific at the time.

“It was obvious that the economy was going to hell,” recalls Berkeley economist Christina Romer, the first chair of Obama’s Council of Economic Advisers and coauthor of the infamous 8 percent unemployment report. “The question was the degree to which the economy was going to hell.” Obama’s team seriously underestimated that degree.

Nevertheless, the Recovery Act airlifted record amounts of Keynesian stimulus out of the Treasury to resuscitate demand: tax breaks for businesses and families to get cash circulating again; bailouts of every state to avert layoffs of teachers, police officers, and other public employees; one-time handouts to seniors, veterans, and the disabled; generous expansions of unemployment benefits, food stamps, health insurance, and other assistance for struggling families. The stimulus also put people to work directly with over 100,000 projects to upgrade roads, bridges, subways, water pipes, sewer plants, bus stations, fire stations, the Joseph R. Biden Jr. Railroad Station in Wilmington, Delaware, federal buildings, Grand Canyon National Park, trails, libraries, courthouses, the “national stream gauge network,” hospitals, Ellis Island, seaports, airports, dams, locks, levees, Indian reservations, fish hatcheries, coral reefs, passport offices, military bases, veterans cemeteries, historically black colleges, particle accelerators, and much more.

Today, those independent analysts believe the Recovery Act came close to achieving its goal of saving or creating at least 3 million jobs in the short term. The concept of “saving or creating” has inspired a lot of sarcasm—Obama joked after his annual Thanksgiving pardon that he had just saved or created four turkeys—but it simply means that close to 3 million more people would have been unemployed without the Recovery Act.

Unfortunately, the housing and banking apocalypse that preceded it wiped out about eight million jobs, so it didn’t come close to filling the entire hole. Unemployment soared to double digits while it was still kicking into gear. State and local governments offset much of its impact with anti-Keynesian austerity, raising taxes, slashing spending, and sucking money back out of the economy. Still, the CBO and the private forecasters concluded that at its height, the Recovery Act increased output over 2 percent, the difference between growth and contraction. It also helped balance every state budget, sparing public jobs and public services from the chopping block; many Republican governors attacked it as out-of-control spending, but all of them took its cash. It made a painful time less painful, helping millions of victims of the Great Recession keep food on their tables and roofs over their heads. And the Chicken Littles who warned that a $787 billion fiscal stimulus would lead to runaway inflation or exorbitant interest rates were wrong. Inflation remained extremely low, interest rates historically low. The stimulus didn’t end America’s very real pain, but then again, the New Deal didn’t end the Depression. World War II ended the Depression.

Political critics have seized on that historical fact to try to discredit Obama’s stimulus, ignoring the more salient facts that Roosevelt’s commitment to stimulus was sporadic, the New Deal’s stimulus did reduce unemployment when it was in effect, and World War II was the mother of all stimulus programs. But facts have not driven the debate. Republicans have stuck to their failed-stimulus message with impressive discipline. They’ve argued that government simply can’t create jobs, often while attending ribbon cuttings for job-creating stimulus projects in their districts; that government shouldn’t help private companies, often while writing letters seeking stimulus funds for firms in their states; and that government can only create government jobs, even though all of America’s post-stimulus job growth has been in the private sector. They’ve argued that Keynes was wrong about stimulus, except when it comes to high-end tax cuts, military spending, and other stimulus they like. They’ve portrayed the Recovery Act as larded with earmarks, when it was the first modern spending bill with no earmarks, and riddled with fraud, when investigators have been amazed by the lack of fraud.

It’s been a brilliant strategy, and it planted the seeds for the Republican comeback.

“The stimulus was an Alamo moment for us, but we stuck together and made it out alive,” says Republican congressman Tom Cole of Oklahoma. “Now ‘stimulus’ is a dirty word.”

He’s right. A colossal package of tax breaks and spending goodies that were almost all popular individually has become toxic collectively, as if the proper response to the crisis would have been a stiff upper lip, as if Herbert Hoover had it right the first time. Obama has struggled to explain the counterintuitive Keynesian insight that government needs to loosen its belt when families and businesses are tightening theirs. He has also struggled to make the counterintuitive political case that things would have been even lousier without the Recovery Act. It’s true, but his slogan wasn’t Yes We Can Keep Things From Getting Even Lousier. He didn’t promise to create a somewhat-less-weak middle class. He always made it sound like the problems he inherited from Bush were kinetic problems, not thermodynamic problems.

As a kid rambling around Scranton, Pennsylvania, when Biden would break an arm or dislocate a hip, his mother would say: Joey, it could’ve been worse. You could’ve broken both legs. You could’ve crushed your skull. As the White House point man on the Recovery Act, Biden felt like he was recycling his mom’s talking points, trying to persuade America to feel grateful its injuries weren’t fatal. It’s hard to get credit for averting a catastrophe, because once catastrophe is averted, people focus more on the pain they’re feeling than the worse pain they might have felt in a hypothetical no-action case.

“One thing they never taught us in grad school was how to sell Keynesian stimulus,” says Biden’s former chief economist, Jared Bernstein, the other coauthor of the overoptimistic unemployment report. “ ‘It Would’ve Been Even Worse Without Us’ is just a fruitless message.”

In any case, the ferocious debate over the short-term Recovery has obscured the long-term Reinvestment.

ARPA-E didn’t create any jobs in 2009, except for Majumdar’s and his team’s, and it didn’t create many after that. But the stimulus was only partly about stimulus. It was also about metamorphosis. ARPA-E amounted to just 0.05 percent of the Recovery Act—a new Manhattan Project in a rounding error—and most of its breakthroughs won’t produce results for years. But it’s emblematic of the law’s assault on the status quo. MIT professor Don Sadoway, a mad scientist in a bolo tie, has a radical vision of a liquid battery the size of a tractor-trailer that could store electricity for entire neighborhoods, so that renewable power could run our refrigerators when the sun isn’t shining and the wind isn’t blowing. He’s got a prototype the size of a shot glass; his $7 million ARPA-E grant is helping him scale up to the size of a hockey puck and then a pizza box. Sadoway snorted when I asked how many jobs his grant had created: “If this works, I’ll create a million jobs!”

Republicans have howled that many stimulus projects have little to do with short-term stimulus—and they’re right. There was nothing “shovel-ready” about bullet trains designed to connect Los Angeles to San Francisco in under three hours, broadband cables designed to bring rural towns into the wired world, electronic health records designed to drag medical bureaucracy out of the leeches era, smart dishwashers designed to run when electricity is cheapest, automated factories that will manufacture electric trucks in Indiana instead of China, the first U.S. testing facility for wind turbine blades as long as football fields, or research into a new generation of “space taxis” that might replace NASA’s shuttle someday. But these are the kind of long-term investments—more than one sixth of the stimulus—that Obama chief of staff Rahm Emanuel had in mind when he said “you never want a serious crisis to go to waste.” The Recovery Act is also financing the world’s largest wind farm in Oregon and the world’s most powerful X-ray laser in California. It’s funding the largest photovoltaic solar array, largest solar thermal plant, and largest effort to install solar panels on commercial rooftops.

None of those projects was shovel-ready, either, but they were all deemed shovel-worthy.

The Recovery Act’s most important long-term changes aimed to jump-start our shift to clean energy, reducing our carbon footprint, our electric bills, our vulnerability to oil shocks, and our subservience to petro-dictators while seeding green new industries. The stimulus converted Chu’s cobwebbed department into the world’s largest clean-tech investment fund. Overall, it pumped about $90 billion into green energy, when the United States previously spent a few billion a year.

The scale is almost unimaginable. Secretary Chu’s Office of Energy Efficiency and Renewable Energy, which had a $1.2 billion budget, got a $16.4 billion infusion. New Jersey’s state energy program received a 9,500 percent funding increase. The Recovery Act will also triple the smart meters in homes, quadruple the hybrids in the federal fleet, and expand electric vehicle charging stations forty-fold. It’s creating an advanced battery industry almost entirely from scratch, increasing the U.S. share of global capacity from 1 percent when Obama took office to about 40 percent in 2015. Yes, Solyndra failed, but thousands of other green stimulus investments haven’t.

The stimulus is also stocked with non-energy game-changers, like an initiative to sequence over 2,300 human genomes to help fight diseases like cancer and schizophrenia, when only thirty-four had been sequenced before. Or a $20 billion effort to computerize our pen-and-paper health system, which should reduce redundant tests, dangerous drug interactions, and fatal errors caused by doctors with chicken-scratch handwriting. Or the “Race to the Top” competition to promote data-driven reforms of public schools, which prompted dozens of states to revamp their education laws before they even submitted applications. Or the website recovery.gov, which lists every stimulus contract and lobbying contact, along with quarterly data detailing where all the money went.

At a time when government wasn’t supposed to be able to run a one-car funeral, the Recovery Act was a real-time test of a new administration’s ability to spend tax dollars quickly, honestly, and effectively—and to reshape the country in the process.

“America said it wanted change,” says Obama’s education secretary, Arne Duncan. “Well, this is it!”

The Opening Act of the Obama Era

The stimulus had its roots in Obama’s 2008 campaign agenda, which was mostly ignored while the media obsessed about his incendiary pastor, the ads comparing him to Paris Hilton, and other issues that had nothing to do with policy issues. It was put together during Obama’s chaotic presidential transition, while the press focused on who he would choose for his cabinet, which of his nominees hadn’t paid taxes, and what breed of dog he would give his daughters. It passed during his whirlwind first hundred days, when it competed for attention with his rescue plans for the auto, banking, and housing industries, his breaks with Bush on issues like torture, stem cells, and fuel efficiency, and controversies over everything from his handshake with Venezuelan strongman Hugo Chávez to the attempted sale of his Senate seat. Then its rollout was overshadowed by Obama’s epic battle over health care; his push to end the war in Iraq and expand the war in Afghanistan; the rise of the Tea Party, which held its first rally ten days after he signed the Recovery Act; the weak economy; the Republican revival; and the constant dramas over Somali pirates, Iranian nukes, Supreme Court nominations, financial regulations, beer summits, birth certificates, and killings of international terrorists that add up to an eventful presidency.

Ultimately, one of the most sweeping pieces of legislation in modern history was reduced to an afterthought. In April 2011, Obama’s most influential supporter asked him on national TV whether he wished he had started his presidency by focusing on the economy instead of health care. “Oprah, I’ve got to tell you, we did start with the economy,” Obama replied with evident irritation. “Remember, the first thing we did was pass a Recovery Act.” Polls have found that most Americans see the stimulus as a giveaway to bankers, confusing it with the $700 billion financial bailout that passed before Obama was elected. I interviewed several congressmen who were under the same misimpression.

This book aims to tell the story of the stimulus—how it happened, how it’s changing the country, how Republicans found their voice in opposing it, and how it’s been distorted by the Washington funhouse. There’s never been a bill this comprehensive hustled into law this fast, and its journey after passage has been equally unique.

The stimulus is also the ultimate window into the Obama era, the opening act that foreshadows the rest of the show—the just-say-no extremism of the right, the unquenchable ingratitude of the left, the backroom deals with centrist senators, the gotcha games of the media, and the president’s real achievements, as well as the limits of those achievements, and his struggles to market those achievements. Most of all, the battle over the Recovery Act made it clear that Obama’s dreams of post-partisanship were doomed from the start. It was full of tax cuts and government spending that traditionally enjoyed bipartisan support, but it was greeted with virtually unanimous opposition by congressional Republicans who had secretly decided to fight Obama on just about everything.

“If he was for it,” explains former Republican senator George Voinovich of Ohio, “we had to be against it.”

The stimulus was also a case study in Obamaism. To left-wingers, it exposed the president as a spineless sellout, more interested in cutting deals than chasing dreams, willing and possibly eager to throw his base under the bus, desperate to compromise with Republicans who would never compromise with him. To right-wingers, it revealed Obama as a big-spending radical imposing European socialism on American free enterprise, somehow thuggish (in his I-got-the-votes partisanship and Chicago-style deal making) and wimpy (in his deference to House speaker Nancy Pelosi and other leftist congressional overlords) at the same time.

In reality, the Recovery Act provided early evidence that Obama was pretty much what he said he was: a data-oriented, left-of-center technocrat who is above all a pragmatist, comfortable with compromise, solicitous of experts, disinclined to sacrifice the good in pursuit of the ideal. It reflected his belief in government as a driver of change, but also his desire for better rather than bigger government. And it was the first evidence that after campaigning as a change-the-system outsider he would govern as a work-the-system insider, that despite all his flowery talk he understood that bills that don’t pass Congress don’t produce change.

Obama never sent a formal stimulus bill to Congress, and there’s a broad perception that he punted the Recovery Act to Capitol Hill, another recurring theme in his presidency. But that’s another Beltway myth. Congress helped shape it, but it was unmistakably an Obama bill. And it has been implemented in an Obama way.

Inevitably, change in the Obama era will be judged in comparison to the candidate’s own rhetoric about renewing America’s promise and setting aside childish things, the New Age bombast that persuaded his grassroots army of Obamaniacs that they were the change they were waiting for. He did lay it on thick. The night he won the Iowa caucus with a mere 37.6 percent of the vote, he informed his supporters at the Des Moines Hy-Vee Hall that “years from now, you’ll look back and say that this was the moment—this was the place—where America remembered what it means to hope!” There was something begging-for-comeuppance about his pose as a politician above politics, denouncing the twenty-four-hour news cycle and the ten-second sound bite, crusading against Washington’s frivolity and negativity. Hadn’t this guy launched his career by challenging a state senator’s signatures and forcing her off the ballot? When exactly had America forgotten what it means to hope?

But even that heady night in Des Moines, Obama never suggested that he could snap his fingers and create a more perfect union. “Hope is not blind optimism,” he told the ecstatic crowd. “It’s not ignoring the enormity of the task ahead or the roadblocks that stand in our path. . . .” He was peddling hope, but he had been a community organizer for too long to expect change without struggle. The stimulus was a product of that audacious faith that the way things are is not necessarily the way things have to be, combined with the duller insight that things wouldn’t change without sixty votes in the Senate. Reasonable people can disagree about the Recovery Act, and there ought to be great debates about its implications for government intervention in various sectors of the economy. But first, people ought to hear the real story of what was in it, how it got there, and how it’s been translated into action.

This is a story about change, not just Obama. He’s not the guy who’s going to reinvent photosynthesis, and as he often tells crowds, change isn’t just about him.

But it begins with him. It’s his vision.



PART ONE

The Campaign for Change




— ONE —

A Man With a Plan

The Obama inauguration was an unforgettable spectacle, as an African American took the oath to protect and defend a nation scarred by slavery and Jim Crow. The oath itself got so muddled that Chief Justice John Roberts visited the White House the next day for a second take, to make sure the forty-fourth president’s legitimacy wouldn’t be questioned. (It turned out that he didn’t have that power.) The weather was so frigid that Yo-Yo Ma and Yitzhak Perlman resorted to the stringed equivalent of lip-synching. But the record crowds around the Mall and around the world didn’t seem to mind. When Obama was born, the marriage of his white mother, a teenager from Kansas, and his black father, a Kenyan who herded goats as a boy, would have been illegal in some of the states he’d just won. It was hard to imagine a more vivid advertisement for the American dream.

Obama’s speech was memorable, too, especially the buzzkill it applied to the occasion. The media wanted to focus on race, a feel-good story that made a political event feel apolitical. Obama told a feel-bad story about national drift and economic collapse, a crisis that seemed more relevant to his first day on the job. He spoke of foreclosed homes, shuttered businesses, “a sapping of confidence across our land, a nagging fear that America’s decline is inevitable.” Who would want that on a commemorative plate? He concluded with a bleak image of George Washington amid the bloodstained snows of Valley Forge: “Let us brave once more the icy currents, and endure what storms may come.” What a bummer.

In retrospect, though, the most important passage was not so memorable. Unlike FDR, whose nothing-to-fear-but-fear-itself inaugural was devoid of specifics, Obama outlined his immediate plans for change:

The state of our economy calls for action: bold and swift. And we will act not only to create new jobs, but to lay a new foundation for growth. We will build the roads and bridges, the electric grids and digital lines that feed our commerce and bind us together. We will restore science to its rightful place and wield technology’s wonders to raise health care’s quality and lower its costs. We will harness the sun and the winds and the soil to fuel our cars and run our factories. And we will transform our schools and colleges and universities to meet the demands of a new age. All this we can do. All this we will do.

All this went unnoticed, except the swipe at Bush about restoring science.

I was live-blogging at Time.com, and my insta-response was: “This is the weak part of the speech. It’s a lovely laundry list, but it’s still a laundry list. Save it for the State of the Union.” In fact, the State of the Union would have been too late. The Recovery Act checked off every item on the list: roads and bridges (Title XII), transmission lines (Secs. 301, 401, 1705) and broadband lines (Titles I, II), scientific research (Titles II, III, IV, VIII), electronic medical records (Title XIII), solar and wind power (over a dozen provisions), biofuel refineries (Title IV), electric cars (Sec. 1141), green manufacturing (Sec. 1302), and education reform (Sec. 14005). They were all campaign priorities, and his transition team had already made sure the stimulus would direct record funding to all of them.

Obama was not the first politician to propose any of them. In fact, except for his early opposition to the Iraq War, little about his policies had set him apart from his more experienced rivals in the Democratic primary. His agenda was largely the center-left Democratic agenda of reversing the Bush era, reviving the middle class, and investing in the future. Obama cared deeply about policy, devouring briefing papers, pressuring his staff to schedule “think time” with experts. But he wasn’t a policy entrepreneur, and his campaign wasn’t about new ideas. It was about his unswerving message of Change, as well as that aspirational We Can Believe In addendum, the sense that maybe this guy would follow through on the familiar ideas that never seemed to go anywhere.

And he has. On policy, he’s mostly done what he said he’d do.

This is not in itself a defense of Obama. FDR broke promises as casually as he broke bread; he wouldn’t be lionized today if he had kept his ill-advised promises to maintain the gold standard and balance the budget during a depression. To say that Obama’s approach has been more straightforward is certainly not to say it’s been more successful. But unlike FDR, he came into office with a well-defined theory of the case, and he’s tried to put that theory into practice. The best way to understand the Recovery Act—and the Obama presidency—is to understand that theory of the case, both his general principles and the specifics he laid out on the trail. Perhaps this lacks a certain drama, but Obama got his No-Drama reputation for a reason.

A Reconstructed Liberal

Who is Barack Obama?

To the paranoid precincts of the right, he’s a Marxist, a secret Muslim, a madrassa-schooled Kenyan who hates white people and the Pledge of Allegiance. Prominent Republicans, without endorsing these delusions, have often suggested that speculation is bound to swirl around such an international man of mystery, that Obama is “a president we know less about than any other president in history.”

That’s a crock. We know plenty about Barack Obama. Thanks to the daft controversy over his citizenship, we know he was born in Honolulu at 7:24 P.M. on August 4, 1961, and his life story doesn’t get much murkier after that. His pet ape in Indonesia was named Tata. He used to smoke Marlboro Reds. He had enough heart to work as an organizer in a Chicago housing project for $13,000 a year, enough brain to graduate magna cum laude from Harvard Law School, enough ego to tell an adviser he “could probably do every job on the campaign better than the people I’ll hire.” As Biden would say, Obama’s life is literally an open book.

Before he entered politics, Obama wrote a memoir called Dreams from My Father, a travelogue of his emotional journey to manhood. It’s a raw chronicle of his inner turmoil as an out-of-place kid in Hawaii and Indonesia, a confused college student at Occidental and Columbia, and a callow community organizer trying to find himself in inner-city Chicago. But it’s written in the mature voice of a law professor who clearly had found whatever he was looking for. He knew how silly he had sounded back in the day, blathering about “white folks this and white folks that,” whining about the patriarchy with punk rock performance poets. His revelations about using cocaine, flirting with racial militancy, and attending socialist conferences drew attention, but his moral of the story was that he had moved on from that nonsense.

The Audacity of Hope, a political manifesto written after Obama’s election to the Senate, provides a more relevant tour of his worldview as a Democrat who believes in evolution and global warming but also believes his party can be smug and dogmatic. It’s partly a nonpartisan critique of Washington’s win-the-news-cycle culture of conflict, partly a liberal defense of government as a force for economic security and opportunity, sprinkled with caveats about the blind spots of the left. It makes the case for a politics rooted in common ground and common decency, with pragmatism as its lodestar: “We should be guided by what works.”

Aside from the wingnut screeds claiming that a Vietnam-era terrorist ghostwrote Dreams from My Father, or that Obama’s rage was forged by the anticolonialism of the father he barely knew, most independent excavations of Obama have unearthed portraits fairly consistent with his self-portraits. They reveal a confident (some say arrogant), ambitious (some say overly so), and intelligent (everyone agrees on that) politician with an eye-in-the-storm aura of calm and a carefully calibrated mix of idealism and realism. He comes off as relentlessly, almost comically reasonable, a born conciliator who assumes that just about any difference can be bridged through rational discourse. He’s clearly a calculating pol, not a crusading saint; although he navigated the cesspool of Chicago politics without getting filthy, he didn’t rage against the Democratic machine. But he just as clearly emerged from his angst-ridden formative years as a levelheaded grown-up who’s comfortable in his own skin.

I’d love to reveal some previously hidden Obama pathology, but my sources mostly describe the same cerebral, low-blood-pressure, somewhat aloof alpha male. They marvel at his uncanny ability to boil down a meeting to its essence. They chuckle at the authoritative way he starts sentences with, “Look,” as if you’d surely agree if you just saw what he was saying. They emphasize his show-me-the-data empiricism and half-a-loaf pragmatism, but also his desire to help others.

“I worked for Ted Kennedy, the gold standard for caring about people, and Barack didn’t emote the same way,” says economist Daniel Tarullo, an Obama campaign adviser who is now a Federal Reserve governor. “But he was always thinking about the guy who lost his job in the Maytag factory in Newton, Iowa.”

Obama has a more analytical, businesslike—some say bloodless—approach than feel-your-pain politicians like Kennedy, Biden, or Bill Clinton. He doesn’t pound his fists or draw many lines in the sand. It’s not his way, and he doesn’t think it helps the guy from the Maytag factory. As an organizer, he helped poor people seek better government services with an unusually nonconfrontational style. At Harvard, he was elected to lead the Law Review because conservatives felt he’d treat them fairly. In the Illinois legislature, he had a liberal voting record, but was known for brokering bipartisan deals. He followed a similar path in the U.S. Senate, voting the Democratic line while working with Republicans like Richard Lugar of Indiana on nuclear nonproliferation and Tom Coburn of Oklahoma on government transparency. His MO hasn’t changed much.

Obama’s aides do acknowledge that there’s something vaguely enigmatic about their boss. He’s so modulated, so left-brain, so unruffled. They admire him, but they’re not sure they truly know him. How did such an alienated young man become so anchored in middle age? Did he find peace by marrying Michelle? Did he repress his emotions to avoid angry-black-man stereotypes?

Honestly, I have no idea. For this book, the fact that he ended up anchored seems more relevant than his mysterious journey to anchored. And the most relevant aspects of his biography are his beliefs, which are not so mysterious.

Obama’s mother, Ann Dunham, was the warmhearted wellspring of his social conscience, teaching him needlepoint values like empathy and compassion. She was also a self-proclaimed “unreconstructed liberal,” a Ted Kennedy liberal, an imagine-the-Pentagon-had-to-hold-a-bake-sale liberal. Obama portrayed her as a naive romantic who gave money to every beggar in Indonesia, “a soldier for New Deal, Peace Corps, position-paper liberalism.” She later became a respected anthropologist, but Obama distanced himself from the bleeding-heart ethic he associates with her. In The Audacity of Hope, he chided Democrats “who still champion the old-time religion, defending every New Deal and Great Society program from Republican encroachment.” He championed a less purist liberalism, reflecting more practical influences—like his grandmother, Madelyn Dunham, a blunt-spoken Midwesterner who worked her way from clerk to vice president of a bank, and his stepfather, Lolo Soetoro, an Indonesian oilman who warned him that the world is cruel and lofty ideals are luxury goods.

Obama was still a man of the left. As he explained to the uninitiated, his “views on most topics correspond more closely to the editorial pages of the New York Times than those of the Wall Street Journal.” He embraced the New Deal ideas that Americans have a stake in each other’s success, markets sometimes fail, and government can help promote prosperity. He endorsed the New Deal concept of a safety net to make sure Americans don’t go bankrupt when they get sick or hungry when they get old—and to promote economic risk taking the way an actual safety net promotes acrobatic risk taking. He credited FDR with laying the groundwork for the postwar growth that lifted workers into the middle class, creating consumer demand that kept the economy humming for decades. Modern Democrats, he wrote, should aim to “recast FDR’s social compact to meet the needs of a new century.”

In Obama’s telling, New Deal liberalism simply failed to keep up with the times. In the 1960s, it came to be defined less by pocketbook issues than permissive attitudes toward the counterculture, alienating Americans who respected faith and flag. By the 1970s, liberals spoke the language of victimhood rather than community, ignoring middle-class concerns about crime, taxes, and government bloat. Ronald Reagan, with his appeal to patriotic families who played by the rules, tapped into a sense of common purpose that liberals no longer could. Their whiny attacks on kindly Ronnie as a racist meanie only made them look like “out-of-touch, tax-and-spend, blame-America-first, politically-correct elites.” And they didn’t appreciate the dynamism of capitalism. When factories fled overseas in pursuit of cheap labor, like the shuttered steel mills near the projects where Obama worked in Chicago, they had little to offer laid-off workers and hollowed-out communities but unemployment benefits and welfare checks. When schools failed to educate poor kids, another crisis he witnessed firsthand as an organizer, their only answer was to hike taxes and pour more money into the ratholes. As a professor at the University of Chicago, the global hub of laissez-faire economics, Obama didn’t drink the neoclassical Kool-Aid, but he did grow concerned that Democrats were “more obsessed with slicing the economic pie than with growing the pie.” They had become a pity party, with no vision for creating prosperity, only for redistributing it—until Bill Clinton came along.

Obama was disgusted by Clinton’s shameless political posturing, especially the “frighteningly coldhearted” execution of a mentally retarded inmate before a primary. He thought the Clinton White House neglected families left behind in the global economy, trimming its policy sails to push poll-tested trivialities like school uniforms. But he credited the Man from Hope with dragging Democrats back to reality, reforming welfare, balancing the budget, and focusing on economic growth. Shortly after arriving in Washington in 2006, Obama signaled his sympathy with Clinton’s “Third Way” by speaking at the launch of the Hamilton Project, a Brookings Institution policy shop founded by Wall Street bigwig Robert Rubin, the former Clinton treasury secretary and godfather of Democratic centrists. “Both sides of the political spectrum have tended to cling to outdated politics and tired ideologies instead of coalescing around what actually works,” Obama said that day.

Unfortunately, Obama wrote, Clinton’s biography—“the draft letter saga, the marijuana puffing, the Ivy League intellectualism, the professional wife who didn’t bake cookies, and most of all the sex”—catered perfectly to Republican stereotypes of sixties liberalism. Even as the economy boomed and the rising tide lifted almost every boat, a new generation of Republican hard-liners led by House speaker Newt Gingrich raised slash-and-burn partisanship to an art form. Politics eroded into good-versus-evil, jackboots-versus-hippies warfare, “the psychodrama of the baby boom generation . . . played out on a national stage.” And George W. Bush stole that stage after campaigning as “a uniter, not a divider,” with a platform of “compassionate conservatism” that sounded a lot like the Third Way.

After a historically close election decided by the Supreme Court, pundits predicted that Bush would be forced to govern from the center. But soon he was slashing taxes for the rich; appointing timber, mining, and finance lobbyists to oversee their old industries; launching an unprovoked war; and generally governing as if “divider” were his job title. Republicans ditched the fiscal rectitude of the Clinton years, putting two wars, $2 trillion in tax cuts, a drug benefit for seniors, and a record earmarking binge on the charge card. Rather than ask Americans to make wartime sacrifices, Bush urged them to go shopping. His bank regulators posed with a chain saw in front of a stack of regulations. And a corruption scandal starring a sleazy Republican lobbyist named Jack Abramoff revealed the dominance of corporate interests in Bush’s Washington.

Obama dropped his measured tone halfway through The Audacity of Hope to shred the modern GOP as a party of zealotry and magical thinking, controlled by K Street and its right-wing base, unswervingly opposed to taxes, regulation, and basic arithmetic. It was just as dedicated to redistribution as the old Democratic Party, except it redistributed wealth upward. Bush’s “Ownership Society” was a euphemism for leaving families on their own, a step toward replacing the New Deal with a winner-take-all society.

Obama had an alternative vision of reconstructed liberalism. He imagined a country that embraced freewheeling capitalism, while still making sure every American could go to college, afford decent health care, and retire with dignity. It would finance forward-leaning public ventures, as Abraham Lincoln did with the transcontinental railroad and National Academy of Sciences, as FDR did with the Triborough Bridge and rural electrification, as postwar administrations of both parties did with the interstates and the Internet. Instead of squandering surpluses on pork for the connected and tax breaks for the rich, America would invest in modern schools, research, and infrastructure. Instead of ducking tough problems, it would tackle our addiction to fossil fuels and our dysfunctional health care system.

That was Obama’s general case for change.

A Race Against Washington

It wasn’t really a case for Obama.

It was a case for a Democratic president, but the black guy with the weird name had no reason to think he’d be that president. Hillary Clinton was the overwhelming Democratic front-runner, a star-power senator backed by her husband’s political machine. When The Audacity of Hope was published in 2006, Obama was two years out of the Illinois statehouse, known only for his electrifying “We Are One People” speech at the 2004 Democratic convention. He had never even shown he could take a punch, gliding into the Senate after a marital abuse scandal torpedoed his main Democratic rival and a swingers club scandal torpedoed his main Republican rival.

But as Obama toured the country to flack his book and stump for Democrats, attracting mobs at every stop, he sensed he was tapping into the zeitgeist. Democrats of all stripes—liberal, conservative, urban, rural—wanted him by their side. New Hampshire’s governor quipped that he was a bigger draw than the Rolling Stones. He was hot, and he doubted he would get hotter sitting around Washington for another decade, risking early-onset senatoritis while acquiring enough gravitas to satisfy the arbiters of such things. He was bored in the Senate, a change-averse, geriatric debating club with stifling procedural rules. He expected 2008 to be a change election, and he looked like change.

The case for Obama was not a substantive case for changing policies; Hillary was making a similar case with a better résumé. The case for Obama was a political case for why those policies never seemed to change. It implied that Hillary was part of the problem, that America couldn’t afford another decade of Clinton wars, that the political pettiness and nastiness that exploded during the Clinton era was the fundamental obstacle to fundamental change.

Hillary’s one-word explanation for the persistence of the status quo was “Republicans.” Obama’s was “Washington,” the endless spin cycles, insult industries, and poll-driven platitudes that made tough choices and commonsense compromise impossible. As a symbol and a participant, Hillary was inextricably linked to that Washington gridlock machine, the bickering and parsing, the eternal boomer-driven relitigation of the sixties. She could never make a credible “We Are One People” speech, or bring people together to solve big problems; she had tried and failed in 1994 with her husband’s health care plan. The case for Hillary was that she knew how to fight Republicans, that she was comfortable in the muck. The case for Obama was that he could move politics beyond the muck.

Obama was not a cockeyed optimist about getting the Crips and Bloods of the Beltway to call a truce. He knew a less myopic, more cordial politics might not be possible anymore:

Maybe there’s no escaping our great political divide, an endless clash of armies, and any attempts to alter the rules of engagement are futile. Or maybe the trivialization of politics has reached a point of no return, so that most people see it as just one more diversion, a sport, with politicians our paunch-bellied gladiators and those who bother to pay attention just fans on the sidelines: We paint our faces red or blue and cheer our side and boo their side, and if it takes a late hit or a cheap shot to beat the other team, so be it, for winning is all that matters.

Still, Obama felt like he matched the moment. He would run as an outsider against Washington, an insurgent against a quasi-incumbent, a start-up against a behemoth, change against business as usual. He figured his chances were slim, but hey, sure things don’t require the audacity of hope.

In February 2007, Obama announced his candidacy outside the old state capitol in Springfield, the site of Lincoln’s “House Divided” speech. His theme was America’s divided house. “In the face of a politics that’s shut you out, that’s told you to settle, that’s divided us for too long, you believe we can be one people,” he told fifteen thousand shivering fans. Obama was aligning himself not only with Lincoln, but with civility; Springfield was also the place where he played poker with Republicans at night and legislated with Republicans during the day, the place where “we learned to disagree without being disagreeable.” Basically, he pledged to be a uniter, this time for real.

But Obama’s ideas about changing politics were always a means to the end of changing policies. In Springfield, he listed the four main problems he was running to solve: “a dependence on oil that threatens our future,” “a health care crisis,” “schools where too many children aren’t learning,” and “families struggling paycheck to paycheck despite working as hard as they can.” He argued that real solutions would be impossible until Washington moved beyond the noise and the rage:

What’s stopped us from meeting these challenges is not the absence of sound policies and sensible plans. What’s stopped us is the failure of leadership, the smallness of our politics—the ease with which we’re distracted by the petty and trivial, our chronic avoidance of tough decisions, our preference for scoring cheap political points instead of rolling up our sleeves and building a working consensus to tackle big problems.

That was the essence of Obama’s case against Hillary Clinton.

And it was wrong.

It turned out that it was possible to make progress on long-term problems even while Washington remained distracted by the petty and the trivial. The proof would be in the Recovery Act. It would produce dramatic change on energy, health care, education, and the squeeze on struggling families—the four pillars of that “new foundation for growth” he would promise in his inaugural address—without any working consensus or any pause in the scoring of cheap political points.

During the campaign, his policy proposals in those areas didn’t attract much attention. But not even he imagined he’d make serious inroads on all four priorities in a single bill during his first month in office. Since he did so much of what he said he’d do, it’s worth recalling exactly what he was campaigning to change.



— TWO —

The Four Pillars

Energy: The Dream of a Green Economy

In his first policy speech of the campaign, Obama paid tribute to FDR’s greatest Yes We Can achievement, the transformation of the U.S. economy into a lethal arsenal of democracy after Pearl Harbor. When Roosevelt’s brain trust had warned that his goals for retooling civilian factories were impossibly audacious, he had insisted “the production people can do it if they really try.” And they had done it.

At the Detroit Economic Club in May 2007, Obama called for a similar miracle: the transformation of the U.S. energy sector. Once again, he warned, the future of the American experiment—and the planet—was at stake. “The country that faced down the tyranny of fascism and communism is now called to challenge the tyranny of oil,” he said. “The very resource that has fueled our way of life over the last 100 years now threatens to destroy it if our generation does not act now and act boldly.” Those last five words were straight out of FDR’s inaugural.

Obama used his Detroit speech to call out the Big Three automakers for their overreliance on gas-guzzlers, a bit of speak-truth-to-power political theater that led the news coverage. But his deeper message was that energy was the challenge of his generation, a slow-motion existential crisis that politicians always talked about but never solved. This was the kind of problem Obama was running to fix: “It will take leadership willing to turn the page on the can’t-do, won’t-do, won’t-even-try politics of the past, leadership willing to face down the doubters and cynics and simply say: ‘We can do it if we really try’.”

Ever since 1973, when Richard Nixon vowed to end oil imports by the decade’s end, every president had made we-can-do-it promises about energy independence. “I happen to believe that we can do it,” said Gerald Ford. Jimmy Carter had proclaimed this crusade “the moral equivalent of war.” Even George W. Bush had pledged “to move beyond a petroleum-based economy.”

So far, the doubters and cynics had been right. Oil imports had more than doubled since 1973. We were shipping $1 billion overseas every day to buy crude, empowering petro-thugs, exposing our economy to the whims of OPEC and Mother Nature. When oil prices spiked, the pain we felt wasn’t just at the pump; tourism suffered, petroleum products like chemicals and plastics got pricier, and our manufacturers, farmers, airlines, and shippers all faced higher costs. We were a captive superpower. Osama bin Laden recognized this addiction as our Achilles’ heel, urging al Qaeda operatives to “focus your operations on oil.” And we couldn’t drill our way out of this mess; we were sitting on less than 3 percent of the world’s oil reserves, devouring 25 percent of the world’s oil.

Meanwhile, a broad scientific consensus had emerged that carbon dioxide emissions from fossil fuels were warming the planet, and that the world needed to slash emissions 80 percent by 2050 to avoid science-fiction disaster scenarios. A documentary about Al Gore’s PowerPoint had just won the Academy Award, and Gore was about to win the Nobel Prize. The ten hottest years on record had all occurred in the previous twelve years; glaciers were retreating, droughts intensifying. Obviously, we couldn’t drill our way out of that mess, either.

Under Bush and Dick Cheney, a pair of Texas oilmen, White House loyalty to hydrocarbons approached self-parody. Bush renounced his campaign pledge to reduce greenhouse gas emissions, and Cheney presided over a secretive energy task force dominated by Big Oil and other extraction industry interests. A former petroleum lobbyist on Bush’s staff was caught editing climate reports to downplay global warming, while a hard-nosed federal watchdog named Earl Devaney unearthed proof of oil regulators having sex with oil executives, smoking pot with oil executives, and generally doing whatever oil executives asked. Congress approved new loan programs for clean-energy projects and fuel-efficient carmakers, but the administration failed to make a single loan.

So we were still hooked on oil for transportation and coal for electricity. Nearly three decades after Carter installed solar panels on the White House roof—and two decades after Reagan tore them down—solar energy produced just 0.1 percent of our power. Wind, our fastest-growing source of renewable electricity, also generated less than 1 percent of our juice. We were the world’s worst energy hogs by far; the average U.S. home had over two dozen plug-in devices slurping electricity, while the average U.S. commuter spent nearly an hour a day behind the wheel burning gas. And the energy forecasts all predicted more demand, more carbon-spewing coal plants, and more oil imports from countries that hated us.

In an October speech in Portsmouth, New Hampshire, Obama unveiled his plan for a real clean-energy push. Like all his Democratic rivals, Obama proposed to cap carbon emissions and set up a market-based trading system that would reduce emissions by the necessary 80 percent by 2050. (Republican John McCain had a cap-and-trade plan, too, with a 60 percent emissions reduction.) Obama also vowed to invest $150 billion in clean energy over a decade, about five times the Bush status quo. Establishment pundits dismissed this as a brazen over-promise, “standard goody-bag politics.” But the Recovery Act would get three fifths of the way there in Obama’s first month.

On the trail, Obama often touted a renewable energy resource that’s perfectly clean, instantly available, and almost infinitely abundant. It doesn’t depend on future technological breakthroughs, and we don’t need to import it. Unlike coal or petroleum, it’s zero-emissions. Unlike solar or wind, it works in any weather. Unlike nuclear, it doesn’t produce radioactive waste, risk a calamitous meltdown, or take a decade to build. And it’s the cheapest energy resource we’ve got.

This magic potion is called energy efficiency. It’s a boring name for a boring concept: wasting less energy—more precisely, using less energy to get our showers just as hot and our drinks just as cold. It’s mostly generated by boring products like energy-saving boilers, refrigerators, air conditioners, and light bulbs. But energy wonks love it, because subtracting demand through efficiency is much less expensive, eco-destructive, and time-intensive than adding new supply through drilling or power plants. It doesn’t even require us to unplug our electronic picture frames or power down our PlayStations; that’s conservation, doing less with less energy. Efficiency is doing the same or more with less energy. It doesn’t require behavioral change. And efficiency upgrades usually pay for themselves within a few years through lower energy costs, which is why experts always call them “low-hanging fruit.” A McKinsey & Co. study found that efficiency could cut our energy demand 20 percent by 2020, which could cut our coal use in half.

To Obama, efficiency wasn’t boring at all. It was “by far the cheapest, cleanest, fastest energy source.” In Detroit, he proposed major increases in fuel efficiency standards, which hadn’t budged since the Reagan era. (U.S. automakers had always argued that tougher rules would ruin their businesses, which they apparently preferred to do themselves.) In Portsmouth, he extended the push beyond vehicles, calling for stricter green building codes and appliance efficiency standards, pledging to phase out incandescent light bulbs. He also vowed that his administration would “weatherize” one million low-income homes per year—by upgrading furnaces, caulking windows, and adding insulation—which could save families money on their bills while reducing energy demand.

Efficiency wasn’t as emotionally satisfying as “drill-baby-drill,” but it appealed to Obama’s Vulcan sense of logic; the cheapest fuel is the fuel we don’t need to buy, and the cheapest power plant is the plant we don’t need to build. Obama even called on states to revamp regulations that rewarded utilities for selling as much power and building as many plants as possible, a holy grail for hard-core efficiency geeks. In California and other states that encouraged utilities to promote efficiency instead, per-capita electricity use had been flat for three decades; in the rest of the country, it had climbed 50 percent.

Obama wanted to clean up our supply as well as reduce our demand, so he also promised to double renewable electricity during his first term. The green revolution was finally underway in Germany, Spain, and even California, which was on track to generate one third of its power from renewables by 2020. Obama thought the rest of the United States just needed a stronger push. Wind power was racing down the cost curve associated with emerging technologies, and solar, while still expensive, had similar potential to shed costs as it added scale. Obama also promised to double U.S. manufacturing of wind turbines, solar panels, and other green components during his first term, which would help create a domestic supply chain and further drive down the cost of clean power. By imposing a price on carbon pollution, cap-and-trade would help level the playing field as well.

Since our windiest plains and sunniest deserts lacked transmission lines to carry power to cities—and our antiquated electrical networks couldn’t handle too much intermittent power that vanished whenever the wind died down or clouds blocked the sun—Obama also talked about modernizing the grid. It was analog in a digital world, relying on switches that still had to be switched by hand and transformers that hadn’t been transformed in a century; Alexander Graham Bell would have been flabbergasted by modern telecommunications, but Thomas Edison would have recognized most of the gizmos in a modern substation. Obama wanted to build a smart grid that would self-monitor and self-heal, integrate renewables while keeping the lights on, and enable homeowners with solar roofs and even electric cars to sell power back to their utilities. He touted digital smart meters that could give us real-time feedback and control over our electricity, so we could monitor how much our individual appliances use and cost, manage them from our iPhones—no more wondering if we left the oven on—and even program them to communicate with the grid to save us energy and money automatically.

“It’s safe to say this is the most a presidential candidate has ever talked about the grid,” the environmental writer David Roberts gushed after one Obama riff. “Sigh. He talks so purty.”

Obama’s rhetoric often made enviros swoon. He pledged that all new federal buildings would be carbon-neutral by 2025, and that the United States would have one million plug-in electric vehicles by 2015. At the time, no federal buildings were carbon-neutral, and Tesla Motors hadn’t delivered its first Roadster. He also bashed Bush over climate change, noting in Portsmouth that wildfires were already getting worse, polar ice caps were melting, and New Hampshire’s ski industry faced shorter seasons. “Global warming is not a someday problem,” he said. “It is now.”

But Obama was no tree hugger. Nature wasn’t something he felt in his gut, and while he rejected the GOP’s drill-baby-drill mantra, he echoed its “all-of-the-above” rhetoric. He supported emissions-free nuclear power, even though it was anathema to most of the Birkenstocks-and-granola crowd; his top corporate contributor in Illinois was a nuclear utility. Representing a state that produced coal and corn, he had stumbled into alternative energy through his advocacy of “clean coal,” which most environmentalists consider an oxymoron, and corn ethanol, which many scientists believe is even dirtier than gasoline. The ethanol boom has actually accelerated climate change, because rain forests and wetlands that store vast amounts of carbon have been bulldozed into agricultural land to replace the food production lost when we pump corn into our SUVs.

As a presidential candidate, Obama pledged to build five commercial-scale clean-coal facilities that would capture and store carbon—five more than America had built to date. And he continued to flack for the ethanol industry, which was displacing just 3 percent of our gasoline, while diverting nearly one fourth of our grain crops into fuel tanks, jacking up global food prices and fueling bread riots in countries like Yemen and Pakistan that really didn’t need the extra instability. But he did start to talk about shutting down dirty coal plants, and he did promise to nurture the next generation of eco-friendlier “advanced biofuels” brewed from switchgrass, wood chips, and algae.

“The struggling paper mills in New Hampshire would be back in business if they could use wood to produce biofuels,” he said in Portsmouth.

This was Obama’s favorite argument for alternative energy investments: They would spur economic activity, not just at New Hampshire ski resorts and paper mills, but in new domestic industries on the leading edge of innovation. They were long-term investments in U.S. competitiveness, and they would repatriate cash we were sending the Chávezes of the world. Obama envisioned a future with five million “green jobs,” for caulkers and electricians weatherizing homes; factory workers making energy-efficient windows and electric vehicles; scientists and engineers experimenting with better biofuels and batteries.

In the past, Americans had invented and developed green technologies like wind turbines, solar panels, lithium-ion batteries, and compact fluorescent bulbs, only to see them manufactured and used abroad. Now Germany led the world in solar panel deployment, even though it wasn’t too sunny, and China led the world in solar panel production, while our share of the market had plummeted from 40 percent to 8 percent in a decade.

“The question is not if a renewable energy economy will thrive in the future,” Obama explained. “It’s where.”

To Obama, America’s energy crisis was also the ultimate example of our shortsighted politics. It reflected our neglect of yesterday’s infrastructure; our grid was so outdated that a tree branch had knocked down a wire outside Cleveland and blacked out eight states. And it reflected our unwillingness to invest in tomorrow’s technologies; over three decades, the Energy Department’s research budget had plunged 85 percent in constant dollars, while corporate funding shriveled to the point where biotech firms like Amgen and Genentech had larger R&D budgets than the entire energy sector. Meanwhile, ExxonMobil earned $40 billion in 2007, the largest profit ever for a U.S. firm, breaking its own record from 2006. That helped explain the lobbyist armies, political donations, and climate-denial think tanks that maintained Big Oil’s stranglehold over Washington.

As a result, we had no energy policy. We hit the panic button when oil prices spiked and the snooze button when they eased. We knew what needed to be done, but we never did it. “I would not be running for president,” Obama said, “if I didn’t believe that this time could be different.”

Health Care: Too Dysfunctional for Too Long

Health care was the second pillar of Obama’s “new foundation,” another recurring nightmare that politicians always chattered about but never ended. Again, he promised that this time would be different, that he’d sign legislation extending insurance to every American during his first term. Again, his plan resembled all the other Democratic plans, except it didn’t include an “individual mandate” requiring everyone to buy insurance. Again, Obama suggested that the real difference was political, that only he could build the bipartisan consensus needed to drive a plan through Congress. Hillary Clinton had botched her chance in 1994.

There was one other substantive difference. While Obama echoed all the usual Democratic talking points about covering the uninsured and standing up to insurers, his health care analysis emphasized one overarching theme.

“It’s just too expensive,” he explained in May at the University of Iowa.

U.S. health spending had quadrupled in two decades; we were spending almost twice as much per person as any other industrialized country. Health care took up one sixth of our economy, on course for one third by 2040. Medical bills were causing half our personal bankruptcies, and insurance premiums had almost doubled on Bush’s watch. Obama argued that this was the reason 45 million Americans had no coverage, so many businesses had stopped offering it, and so many families who had it were just one accident or diagnosis away from financial ruin. This was why his initial plan had no mandate, although the plan he eventually signed into law did; at the time, he doubted it would be worth the political heartburn to try to force people to buy insurance they couldn’t afford. And insurance wouldn’t be affordable until care was affordable.

Obama saw this crisis, like the energy crisis, as an economic as well as moral crisis, another crimp on competitiveness. “There was never a distinction in his mind between health care and the economy,” recalls one of his health advisers, Harvard professor David Cutler. The skyrocketing cost of care was a disaster for individuals, driving them into debt, draining their discretionary income, dampening their entrepreneurial spirit by tethering them to jobs with benefits. It also ravaged the bottom lines of corporations; a GM car contained seven times as much health care cost as a Japanese model. And it was on track to bankrupt the Treasury. The Congressional Budget Office warned that if current trends persisted through 2050, federal spending on Medicare and Medicaid would explode from 4 percent to 12 percent of GDP. At those levels the Pentagon really would have to hold bake sales, along with every other federal agency. CBO director Peter Orszag—a Clinton White House economist who had been the first director of the Hamilton Project, and would later become Obama’s first budget director—liked to say that our long-term deficit problem was a health care problem.

For all that money, we weren’t buying particularly good health. Global rankings of life expectancy and infant mortality suggested that U.S. outcomes were mediocre at best. One study of preventable deaths ranked the United States last among nineteen industrialized countries. The good news was that the U.S. system was so blatantly inefficient that in some areas shrinking costs could raise quality, by reducing unnecessary tests, surgeries, specialist visits, and hospital stays.

Some of those areas required reforms of the entire system, reforms that would consume a year of Obama’s presidency. But some of those areas required relatively uncontroversial investments that members of both parties had been talking about for years, investments that would get slipped into the Recovery Act.

The most obvious area was information technology. In an era of online banking, shopping, and dating, health care was our least computerized industry. The practice of medicine was a high-tech world of genomics, robotics, and artificial organs, but very few doctors used electronic medical records. David Blumenthal, another Harvard professor advising Obama, had been skeptical when his own hospital went digital; he liked his prescription pad and didn’t mind scribbling X-ray requests in triplicate. But he found it helped to have instant access to medical histories and test results when he got late-night calls at home. And one day, as he discharged a patient with a prescription for the sulfa drug Bactrim, a bright red alert flashed across his screen: ALLERGIC TO SULFA.

“My career flashed before my eyes,” he recalls. “I came to understand that information is the lifeblood of medicine, and health IT is destined to be its circulatory system.”

By 2007, everyone seemed to understand this. All the presidential candidates in both parties were pledging to boost health IT. Several bipartisan bills were floating around Congress, and Hillary and Newt Gingrich were both hailing electronic medicine as the future of health care. But in most of the country, doctors still had to be in the same room to discuss the same file. Every minute, redundant new tests were ordered because old results weren’t instantly available. Nurses and doctors wasted countless hours filling out and searching for paperwork, and atrocious penmanship still killed.

Like energy efficiency, health IT was the kind of no-brainer that appealed to Obama’s hyperrational side. It seemed absurd that German doctors used laptops while American doctors used clipboards. He told his health advisers: If everyone agrees we should do this, let’s do it. Bush had spent about $100 million on health IT; Obama proposed an eye-popping $50 billion over five years, and pledged that every American would have an electronic medical record by 2014. “I don’t care if it’s Hillary’s idea,” he told one adviser. “It’s a good idea!”

Health experts believed better information was an even more urgent need than better information technology, which was why Obama also embraced the unglamorous cause of “comparative effectiveness research.” Less than half of U.S. medical treatment was backed by solid evidence of what works; to a shocking extent, we were flying blind. To get a drug approved, pharmaceutical companies merely had to prove it worked better than a placebo, not better than any other drug or treatment. To get most medical devices approved, manufacturers just had to prove they weren’t harmful.

The result was the world’s least data-driven $2 trillion industry. No one knew if angioplasty or bypass surgery worked better on clogged arteries, or when blood-thinning drugs were preferable to a procedure, or which blood thinners worked best for which patients. This cluelessness had major cost and quality implications. Studies by Dartmouth researchers suggested that 30 percent of U.S. care was unnecessary, but nobody knew which 30 percent. Consumer Reports had compiled evidence that some generic drugs were as good or better than expensive name brands, and some hospitals had virtually eliminated line infections by enforcing simple to-do lists for nurses. But those tidbits of evidence were rare, and the efforts to spread them nationwide were paltry—especially compared to the mega-dollar marketing campaigns of drug and medical device companies.

Again, this didn’t seem like a partisan issue. Gingrich coauthored an op-ed in the New York Times with Senator John Kerry, the 2004 Democratic presidential candidate, and Oakland A’s general manager Billy Beane, the stats-head made famous by Moneyball, titled “How to Take American Health Care from Worst to First.” The answer, they agreed, was comparative effectiveness research. “Remarkably, a doctor today can get more data on the starting third baseman on his fantasy baseball team than on the effectiveness of life-and-death medical procedures,” they wrote.

This offended Obama’s data-loving sensibilities, and he promised to make comparative effectiveness a priority. As he later explained, it wasn’t brain surgery: “It’s an attempt to say to patients, you know what, we’ve looked at some objective studies out here, concluding that the blue pill, which costs half as much as the red pill, is just as effective, so you might want to get the blue one. And if a provider is pushing the red one on you, then you should at least ask some important questions.”

Long before he was ever accused of engineering a government takeover of medicine or pulling the plug on Grandma, Obama knew reinventing health care would be a heavy lift. Democrats had dreamed of universal coverage since the New Deal, and he expected nasty ideological fights. But some policies seemed elementary. Everyone knew the United States faced severe shortages of nurses and primary care doctors; why not offer training and scholarships for understaffed professions? It was no secret that only four cents of every medical dollar went to prevention and wellness; why not try to help more patients avoid the chronic illnesses like diabetes and heart disease that ate up 80 cents?

Politicians always included these hardy perennials in their position papers. What if someone actually did something about them?

Education: Reform for “These Kids”

The sorry state of our public schools was yet another perpetual crisis.

Politicians constantly yakked about the children—apparently, they’re our future—but we still had some of the developed world’s worst dropout rates. Only half our nine-year-olds could multiply or divide. Only half our teenagers understood fractions. And the cost of college tuition, like the cost of energy and health care, was soaring out of reach. Obama saw these failures, like our energy and health care failures, as affronts to the American dream as well as roadblocks to global competitiveness, morally and economically unacceptable.

Like most liberals, Obama believed public education was underfunded. As a boy in Hawaii, he received a scholarship to a posh private academy, a springboard to the elite institutions of higher learning he attended with the help of federal student loans. As an organizer in Chicago’s ghetto, he saw a darker side of education, working in overcrowded schools that lacked textbooks and toilet paper, schools where computers seemed like unimaginable luxuries, schools where malnourished and illiterate children lost their innocence. And as a senator, he heard kids denounce budget cuts that ended their day at 1:30 P.M. “They wanted more school,” he marveled. So as a candidate, Obama promised more money to renovate schools, expand early childhood education, and make college more affordable.

At times, though, Obama strayed from the traditional liberal script, warning that money alone would not clean up the mess.

In Chicago, Obama had seen too many undereducated kids, and too many burned-out teachers and administrators who made excuses for habitual failure. “Few of these educators sent their own children to public schools; they knew too much for that,” he wrote. “But they would defend the status quo with the same skill and vigor as their white counterparts of two decades before.” They spoke of “these kids,” not “our kids,” as in “these kids can’t learn.” They blamed drug-addled parents, gang-infested neighborhoods, “the system.” It’s tough to get Obama mad, but they managed. When he saw These Kids with absentee fathers, living with grandparents and single moms, relying on food stamps—kids, in other words, like the young Barack Obama—he wanted to make sure they got the same chance to thrive.

“It’s more than an intellectual issue for him,” says his pickup basketball buddy Arne Duncan, the former Chicago schools chief who became his education secretary. “It’s personal. It’s visceral.”

Obama concluded that bold reform—paying teachers based on student performance, promoting charter schools, forcing schools to meet higher standards, demanding accountability through measurable results—was the only hope for These Kids. So even though it was blasphemy to powerful Democratic teachers unions, he supported the lofty goals of Bush’s No Child Left Behind law, like putting excellent teachers in every classroom, as well as its accountability measures, like new powers to shut down failing schools. No Child was also a rare example of the bipartisan cooperation Obama admired, a compromise that Bush crafted in 2001 with Ted Kennedy and the leaders of the House education committee, conservative Republican John Boehner of Ohio and liberal Democrat George Miller of California. “Crazy me, I thought a new president deserved a chance to succeed,” Miller recalls.

No Child swiftly became unpopular—partly because the Republicans never funded it, partly because parents and teachers loathed its standardized tests. During the campaign, Obama fired up Democratic crowds with swipes at Bush for “labeling a school and its students as failures one day and then abandoning them the next.” But he never said No Child was a bad idea. He called it a “starting point.”

He was a bit slippery about the ending point. Education reformers loved his rhetoric about accountability and charters, and his heretical suggestion that ineffective teachers should lose their jobs. They took heart in his friendship with Duncan, a hero of the movement. But they weren’t sure how hard he was willing to fight the defenders of the status quo in his party. They knew that behind the scenes, he had warned the reformers on his team not to “poke the unions in the eye,” and a few of his advisers were old-guard union sympathizers. His speeches tended to emphasize more-money carrots rather than get-tough policy sticks. And he seemed suspiciously optimistic about “collaboration,” as if bringing together teachers, administrators, and other stakeholders could magically overcome obstacles to student achievement.

But he did talk purty. He waxed lyrical about education as the rocket of opportunity that launched the biracial son of a teenage mom to the U.S. Senate, the safeguard for America’s meritocratic idea that you don’t need to be born rich to get ahead: “I’m running for president to give the young sisters out there born with a gift for invention the chance to become the next Orville and Wilbur Wright; to give the young boy out there who wants to create a life-saving cure the chance to be the next Jonas Salk; to give the child out there whose imagination has been sparked by the wonders of the Internet the chance to become the next Bill Gates.” Knowledge was the currency of the information age, and Obama described school reform as the only way to prepare kids for a wired economy where they’d compete with anyone with an Internet connection anywhere in the world. While two thirds of all new jobs required higher education or advanced training, our percentage of young adults with college degrees fell “somewhere between Bulgaria and Costa Rica.” China was graduating four times as many engineers. We couldn’t keep doing the same things—giving inept teachers life tenure, propping up dropout factories, dumbing down standards to put smiley faces on mediocrity—and expect different results.

Our schools, Obama said, “will help determine not only whether our children have the chance to fulfill their God-given potential, or whether our workers have the chance to build a better life for their families, but whether our nation will remain in the 21st century the kind of global economic leader we were in the 20th century.”

That was Obama’s general critique of the Bush economy: Ordinary families were losing ground, and the United States was losing its edge. Energy, health care, and education were big parts of the problem—but not the whole problem.

The Economy: “We’re All in This Together”

Obama opened his first major economic speech with another FDR story. Speaking at Nasdaq headquarters in September 2007, he reminded his audience of financial executives that seventy-five years earlier, as the Depression raged, Roosevelt had called for a national “re-appraisal of values” in a San Francisco campaign speech. “This vision of America would require change that went beyond replacing a failed president,” Obama pointedly recalled. Just as FDR replaced Herbert Hoover’s you’re-on-your-own ethic with a spirit of common purpose, “the idea that we’re all in this together,” Obama wanted to replace Bush’s Ownership Society with a renewed commitment to shared prosperity.

Again, the media focused on Obama’s in-your-face challenge to Wall Street to accept stricter oversight. But again, his deeper message was his call for a new reappraisal of values. The stock market had just hit an all-time high, but wages had been flat throughout the Bush years, with income inequality reaching its highest level since the Gilded Age. The average CEO made almost as much per day as the average worker made per year, and the manufacturing sector was at its lowest employment level since 1950; Obama spoke of laid-off factory workers competing with their teenagers for minimum wage jobs at Walmart. And new data had just revealed the first monthly job losses in four years. If an upturn had failed to boost the middle class, what would a downturn do?

“We certainly do not face a test of the magnitude that Roosevelt’s generation did,” Obama said. “But we are tested still.”

At the time, a long-simmering mess involving dodgy subprime mortgages had just boiled into the broader markets. While Federal Reserve chairman Ben Bernanke had assured Congress the subprime chaos “seems likely to be contained,” and Bush was still predicting “high growth” for 2008, the United States had just entered the first stage of the worst financial implosion since the Depression.

But nobody knew that yet. When Obama visited Wall Street, his economic focus was still the long term. And his economic strategy was giving a break to the middle class, as well as low-income workers hoping to join the middle class. Bush’s trickle-down approach had produced spectacular profits for oil companies and health insurers, as well as the bond traders and investment bankers in the audience at Nasdaq, but too many Americans were struggling to pay their bills.

“That pain,” Obama warned, “has a way of trickling up.”

It wasn’t Bush’s fault that U.S. corporations kept outsourcing work to countries with cheap labor and lavish government incentives, replacing workers with robots and other technologies that didn’t demand pensions, and showering bonuses on CEOs who slashed payrolls. Like our dirty energy habit, broken health care system, and declining schools, those trends all predated the Bush presidency. The days when a high school dropout could land a factory job and enjoy middle-class security on a single income with the same employer for the rest of his life were long gone, and Obama never claimed he’d bring them back.

Obama’s critique of Bush was not that he created these long-term challenges, but that he ignored them—and sometimes made them worse. The heart of the critique was the reverse Robin Hood effect of Bush’s 2001 and 2003 tax cuts, which vaporized the surplus he inherited from Clinton to give wealthy people their money back. Bush returned more cash to the top 1 percent of taxpayers than the bottom 80 percent combined—the same top 1 percent that enjoyed almost two thirds of all U.S. income gains during his presidency. Families earning over $3 million a year received over 450 times as much as the median taxpayer, and the genetic-lottery-winning heirs of the super-rich received multimillion-dollar windfalls from the near-elimination of estate taxes. Meanwhile, the 35 million low-income workers who didn’t earn enough to pay income taxes but were still on the hook for Social Security and Medicare payroll taxes, gas taxes, and other taxes received zilch. In a speech at Brookings the day after his Nasdaq talk, Obama recounted what his wealthiest campaign adviser, the billionaire investor Warren Buffett, had told him: “If there’s class warfare going on in America, then my class is winning.”

Bush’s theory, the Republican Party’s theory, saw taxes on investors and businesses as the ultimate drag on growth. But that philosophy had flunked a series of reality tests. Republicans had thundered that Clinton’s modest tax hikes on high earners would tank the economy, and had crowed that Bush’s tax cuts would unleash a boom. Then impressive growth throughout the Clinton years gave way to anemic growth during the Bush years. What was the point of showering all that money on “job creators,” as the GOP called top-bracket taxpayers, if they weren’t going to create jobs? In The Audacity of Hope, Obama suggested that when your drapes cost more than an average worker’s yearly salary, you can afford to pay a bit more in taxes so that every child has the same opportunities. At Brookings, he proposed to end all the Bush tax cuts targeting the upper brackets, while closing tax loopholes for hedge fund managers, oil companies, and other well-wired interests.

But Obama had no intention of campaigning as a tax hiker. His marquee proposal was a “refundable” tax credit for 95 percent of American workers, including those 35 million workers who didn’t earn enough to pay income taxes. Unless your income was in the top 5 percent, Obama would refund $500 of your payroll taxes, up to $1,000 per family. He called it the Making Work Pay credit, because it would swing the pendulum back from rewarding wealth toward rewarding work.

The Beltway was not impressed. Columnists like Ruth Marcus of the Washington Post dismissed Making Work Pay as an $80 billion pander, “more of the same old Democratic campaign playbook.” What kind of hypocrite attacks Bush for creating deficits with unaffordable handouts to the rich, then argues for expanding those deficits with unaffordable handouts to everyone else? But Obama thought it was only fair to return some cash to the families still waiting for Bush’s handouts to the investor class to trickle down. And he suspected that when those families felt insecure about their homes and jobs, when their costs and debts increased faster than their wages, the rest of America’s consumer-driven economy would eventually suffer—including the investor class. Making Work Pay was a first step toward getting prosperity to trickle up again, to do a better job of growing the pie as well as sharing the pie.

“In this modern, interconnected economy,” Obama said at Nasdaq, “there is no dividing line between Main Street and Wall Street.”

This thinking now represented a near-consensus within the Democratic Party. In the 1990s, a battle had raged between the party’s Wall Street wing of corporate-friendly, deficit-conscious centrists, led by Robert Rubin at Treasury, and its Main Street wing of union-friendly, fairness-conscious liberals, led by Robert Reich at Labor. Politically, Rubin won the “battle of the Bobs,” persuading Clinton to focus on balanced budgets; Reich’s pleas for public investments were largely ignored. But intellectually, after Reich retreated to Berkeley and Rubin landed at Citigroup, the Bush era’s combination of fiscal irresponsibility and growing inequality created a cease-fire. By 2007, even the fierce market economist Larry Summers, Rubin’s ally and successor at Treasury, had concluded that middle-class insecurity was “the defining issue of our time,” warning that the widening chasm between the rich and everyone else threatened the capitalist system. A magazine profile about “Larry Summers’s Evolution” noted that he “sounds, strangely enough, a little like Bob Reich.”

Sure, Summers was trying to reinvent himself as a Democratic wise man after a furor over his overly provocative remarks about women in science had forced him to resign the Harvard presidency. But he hadn’t changed. The country had changed. He didn’t have to be warm and cuddly to see that the economic tide was only lifting yachts. And the surpluses he and his fellow Rubinites had worked so hard to build had been frittered away—not on the Reich-style spending schemes they had spent so much time fighting, but on givebacks to the well-off and a quagmire in Iraq. In retrospect, investments in crumbling infrastructure and middle-class security no longer seemed so profligate. At least the country would have had something to show for them.

So these days, most Democrats sounded a little like Bob Reich, and Obama was no exception. Even without a surplus, he believed we needed to make strategic investments to outcompete our economic rivals. And if “strategic investments” sounded like Democratic code for “big spending,” that didn’t mean they weren’t needed.
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