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To my husband, David, whose pan-roasted Sunday chicken allowed this book to be written. Of course, his incredible patience helped too.


AUTHOR’S NOTE

I wrote this book for the many people who’ve never recovered from the Great Recession. The unemployed get much of the media’s attention—and sympathy—but the unemployment rate tells only part of the story. Millions more of us struggle with other nasty problems that have come to define this sorry, no-growth economy. I’m thinking of the dads who may have found part-time work, but can’t nail down a full-time gig with benefits. There are also the newly minted college grads living in basement apartments, shell-shocked that their massive investment in education has failed to pay off. Then, there’re the retirees facing savings diminished by a decade’s worth of Federal Reserve easy money policy. And, don’t forget the families who thought Obamacare would protect them from the high cost of healthcare but now struggle to pay unaffordable premiums for coverage they are forced by the government to buy.

Yes, this recession has posed entirely new problems and created new stresses on our wallets. But Americans are a can-do lot. And when things go wrong, many of us take it on our own shoulders. We say we should have done better. We should have planned better. We blame ourselves. Many of those unemployed dads and struggling college grads think they somehow came up short. I don’t believe that’s true.

What’s going on with our middle class today is different. Truth is, the heated rhetoric emanating from Washington, D.C., isn’t helping you take care of your family and plan your future. Instead of helping, the liberal policies that have defined the last six years are flattening the middle class. As I write, the Social Security Administration has just issued a report revealing that more than half of Americans earn $30,000 or less a year. That’s just $5,750 above the poverty line. That’s a tragedy!

I believe it’s time we do better. We must end the liberal, so-called “progressive” policies that are driving our middle class into extinction, and encourage the self-starters and entrepreneurs who can drive employment and growth. Wealth has been demonized by the Left in this country, but the reality is that financial success is necessary to raising up our children and their children. Rich is not a four-letter word. Moving ahead and moving up is something we’ve always been about. Financial success is a laudable goal!

If you want more for your family, this is a book worth picking up. I trace the roots of the problems for the middle class and offer solutions and shortcuts for people who want to make it on their own. Because I think you can still make it in this country under your own steam. The blame game is a waste of time and energy that can best be used on more productive pursuits.

How can I be so sure that your problems can be overcome? I’ve seen the struggle firsthand and witnessed it being overcome. As a coal miner’s granddaughter, I witnessed my family in western North Carolina struggle with poverty and the shame that goes with it. Some had no indoor plumbing. Others received government handouts. But many, my father included, built successful lives that provided for their kin. It took grit and a willingness to try new things to succeed. But it proved to me that financial success is possible in this country even for those who must start from scratch. That’s how I know you can achieve financial success, and I want to help you do it!
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We’ve lost it. Our mojo. Our critical faith in things. Our confidence. The vast majority of Americans—85 percent—say it is now more difficult to maintain their standard of living than it was in 2002. That’s 10 long years of frustration for a country accustomed to regular and consistent improvements in its way of life. In the same survey, 43 percent of us say it’s never getting better. It’s no wonder people are discouraged. Median wages have declined sharply since 2006 and are lower still than the $54,059 registered in President Barack Obama’s first year in office (as of July 2015). Worrisome enough for sure, but the statistics that really shocked me were contained in a 2014 Pew Research Center study that showed that fewer and fewer of us think of ourselves as middle class. Since 2008, the proportion of Americans who identify themselves as mainstream has fallen by nearly a fifth from 53 percent to just 44 percent. Forty percent of us now identify ourselves as lower middle class or lower class compared with only 25 percent in February 2008. We’re defining ourselves down. What happened to American middle-class confidence?

Most of us blame the Great Recession for this mess. We were on a roll before the deepest recession since World War II came crashing down. Remember? The stock market was going up, up, up, and so were housing prices. We felt rich! Home equity lines of credit bankrolled vacations, home improvements, literally anything we could imagine. Those were the days! By the time Lehman Brothers closed its doors and filed for bankruptcy on September 15, 2008, we had grown so used to the good times that we couldn’t imagine the years of financial deprivation to come. But they did come, and many Americans gave back more than they had gained. Record foreclosures. Personal bankruptcies. Smashed retirement accounts. The anxiety and frustration caused by the Great Recession has been off the charts.

But those bad times, my friend, have all but ended. After 2008, the stock market rocketed higher for six straight years, creating the largest bull market of the last 24 years. The economy has been expanding for six years. So why, then, are Americans still depressed and on the sidelines? Why are we biding our time? I’ve covered Americans and their wallets for the better part of 25 years, and I can tell you I’ve never seen consumers in such a funk. Market pros tell me they are shocked that small investors haven’t gotten back into the market in a bigger way. The last time the market performed so poorly was during the tech boom of the late 1990s, when day traders moved the markets as investing became a national pastime. Individual investors compared brokerage fees and results and swapped stock buying tips. Not this time. Today, only 14 percent of us own individual stocks, according to the Federal Reserve. Also confounding is just how stingy consumers have become at the local mall. Instead of jumping at a sale, shoppers sit back and wait for the next discount and the next. Christmas 2014 was the first time in memory that holiday sales declined in December from the previous month. What is keeping us down? The real problem in my view isn’t the lingering effects of the last recession or even an aging boomer generation anxious about making a financial misstep before retirement. Don’t blame the 1 percent either or corporate chieftains stashing cash overseas. The real culprit is right here at home.

If you’re feeling poorer, less hopeful about your financial prospects, and worried about the future, you can blame the liberal progressive policies of President Barack Obama and his liberal allies. The progressive mind-set championed by the president allows bureaucrats to decide what’s best for individuals, and that has meant more government, more bureaucracy, and more taxpayer money. The stimulus program, expanded welfare, and housing and education loan programs were designed to help Americans. Instead, these programs have burdened us with debt. Many have failed on their own terms. Obamacare, for example, has missed its mark. Originally intending to help 40 million people get healthcare coverage, government insurance policies have been accessed by just 10 million while damaging popular programs such as Medicare Advantage and raising health costs for the rest of us. Obama’s promises about the program were broken over and over. It turns out you can’t keep your doctor or your insurance policy. “Bending the cost curve” ended up meaning you pay for more. Even the most widely accepted government programs, such as federal college loans, have rebounded negatively under this administration as families have been buried under a mountain of student loan debt. These misguided efforts have come at the expense of middle-class America, which is presumed by this administration to have the resilience and the deep pockets to pay for anything. It does not. This chapter will examine how Obama’s liberal progressive policies have set back middle-class Americans and threaten their financial future, but the balance of this book will be dedicated to finding solutions to the roadblocks to success put in place by liberal policies. You’ll learn how those policies have fundamentally changed businesses, higher education, and healthcare systems as well as how to respond to those changes. I want you to succeed and be financially successful on your own terms.

My mother used to say you can afford anything if the price is right, but the sad truth is that we can’t afford the president’s policies. Under Obama’s watch, the national debt has spiraled $6 trillion to $18 trillion. No other president has seen the national tab rise to such a level. It was under Obama’s watch that credit rating agencies downgraded the government’s pristine AAA credit rating, making our debt even more expensive. Were the federal debt to be paid by each and every American, the tab would be $57,000 per capita. But let’s face it, only taxpayers actually bear the burden. Broken down in that way, the tab is $154,000 per taxpayer, a debt that is likely to persist for generations. Already government forecasts call for federal deficits to hit $21 trillion by 2124. Liberals have promoted this debt as the only way to rebound from recession, but federal spending didn’t evaporate with the recession; instead it continued to grow, creating an ever larger tab to be paid down the road. Regardless of what liberal progressive economists say, that bill will come due. As any small-business operator knows, you can’t live on credit forever. In the meantime, however, the president’s policies have stung Americans in a more immediately painful way.

Obama’s antibusiness rhetoric and punishing regulatory agenda have led U.S. corporations to take their foot off the expansion pedal, keeping their cash on the balance sheet as they warily watch for the next burdensome rule to come down the pike from Washington. For example, after President Obama announced that he wanted to regulate the Internet, AT&T stopped spending money on developing Internet services. Millions upon millions of dollars of investment were suspended that could have employed Americans. The same story is true of many other industries. The president’s war on coal has killed tens of thousands of jobs. Small banks have downsized or even gone out of business altogether under the repressive rules of Dodd-Frank that were supposed to reign in the biggest banks but ended up hamstringing community lenders.

Liberals seem to regard private sector initiative as economic kudzu, something that can never be stamped out and therefore can be tinkered with endlessly. But they are wrong. Because of these progressive policies the usual expansion and hiring that accompany recovery have been painfully slow to develop. There’s been little relief from small-business expansion either. The nation’s largest employer, small business, has put growth on hold as Obamacare has penalized small businesses with payrolls topping 50 or more with a $2,000 tax per employee if they don’t offer healthcare coverage.

Why does this antibusiness policy pushed by Obama matter so much to middle-class Americans? Economic growth is essential to the American economy and American families. A change of a single percentage point in growth can spell the difference between an economy that creates more and better jobs and one that barely sputters along. More growth means higher pay, bonuses, and more job opportunities. But when growth flatlines to 1.5 percent as it did in the seven years after 2007, families are less likely to buy a home, send their kids to college, or buy an extra car. The U.S. economy’s long-term growth rate of 3 percent has been the envy of the developed world. If growth had averaged something closer to that level in Obama’s first six years, the economy would have created another 1.2 million jobs. If growth had risen to 3.5 percent, another 2.5 million jobs would have been created. It’s simple. The more expansion we have, the better the jobs market gets, and the higher incomes become as well. Faster growth allowed Americans to double their incomes in the 40 years between 1947 and 1987, jumping from $30,000 to $69,000 (in constant 2012 dollars). If their kids had experienced another 26 years of typical growth, their incomes by 2013 would have been $118,000 on average. Of course, that didn’t happen.

Having suffered through six years of liberal progressive policies, working Americans’ wallets are lighter. According to the American Action Forum’s Doug Holtz-Eakin, an economist who once ran the Congressional Budget Office, 3.0 percent economic growth for those who’ve been waiting in vain for a raise would mean another $4,200 in average incomes, and 3.5 percent would boost income growth an additional $4,500 to $9,000. That’s money left on the table because our economy couldn’t get past stall speed and this administration’s aggressive liberal policies shocked American business into inaction. We’ve hobbled along. Sixty percent of the jobs lost during the Great Recession were middle-income occupations. In the years immediately after the recession, 73 percent of the jobs added were low income in sectors such as hospitality, restaurants, and retail. That’s a poor exchange for workers. As late as June 2015, three out of five Americans told pollsters that the economy was still in recession six years into the recovery.

Our experience simply doesn’t square with what we’re used to. Most of us have taken it for granted that the American economy will always expand. We believed that with the exception of the occasional recession, the American way of life, an expanding economic base, and better opportunities could continue forever. I remember my older sister telling me as a young woman that she could never fall out of the middle class because she had been born into it. She believed, as many people did, that the American economy is like the Grand Canyon, a naturally occurring feature that can go on and on. That’s why I believe Americans are still distrustful and depressed about this economy. They know that something has changed fundamentally—and for the worse.

As late as 2014, nearly one in four Americans of working age was jobless. Labor force participation, the flip side of unemployment, plummeted to levels not seen since women started entering the workforce en masse 40 years ago. Three-quarters of us either have lost a job or have a relative or close friend who has in the last few years. We ask ourselves, What is going on? What has happened to our country? Why are opportunities so scarce? This is epic, game-changing stuff regardless of the frequent posturing by the Obama administration.

For progressives, the enemy that has turned their policies into economic failures is the wealthy 1 percent. Over and over, the president has called out the superwealthy. It’s true they’ve done very well over the six years of the president’s tenure, but they aren’t the authors of this anemic recovery. Obama would have you believe that the gains of the 1 percent have come at the expense of the 99 percent. But that’s not true. It’s not how capitalism works. There is no one pot of money all of us must take from. The reason capitalist economies have been so successful is that they are dynamic. In short, they expand and all participants can expand with them.

The hard reality for progressive liberals is that although they were handed a recovery five months into Obama’s first administration, they have failed to capitalize on it for the American people. Their legacy is towering federal debt, poor job prospects, and anemic economic growth. It is those realities which are sapping the confidence of Americans. The once-indestructible self-assuredness of the American people is no more, and that is reflected in the lack of confidence we have in providing for ourselves and making our own way. My goal in Rich Is Not a Four-Letter Word is to reinvigorate that confidence and show how it is still possible, even with a fundamentally altered playing field, to make it and prosper. Together, we are going to get your mojo back.

I’ll start by showing you exactly how Obama’s policies are harming your bottom line. You’ll see examples of waste and abuse of your tax dollars, incompetence, and poor policy making that targets Americans’ wallets.


HOW WE GOT OFF TRACK

To understand how liberal progressive policies have undermined American wealth, let’s go back to the beginning. President Obama’s first legislative initiative, the stimulus act, was passed by Congress on February 17, 2009, less than a month after the president’s inauguration. It was the biggest economic recovery package in the nation’s history, originally $787 billion in stimulus spending (it would blossom to $830 billion later) that was supposed to pull us out of the Great Recession. Instead, it turned into a hopelessly mismanaged giveaway that failed in its fundamental objective: bailing the economy out of the biggest downturn since the Great Depression. The idea was to use government spending to create economic demand where none exists. That idea came from John Maynard Keynes, a British economist of the early twentieth century who believed that recessions should be fought with taxpayer dollars. In fact, according to his theory, it didn’t matter much what the government was buying. What mattered was that government was spending, and spending big. Imagine workers being paid to dig a hole and then refill that hole. Over and over. Workers get paid, so goes the Keynesian argument, and then spend that money in the economy, which creates demand for grocery store owners, butchers, and the like. Economic activity is supposed to bubble up like a pot of water boiling on the stove with the government providing the burner. But that didn’t happen for two reasons. First, the money didn’t reach its destination; much of it was wasted. Second, Americans who did receive stimulus dollars didn’t react in the way Keynes anticipated. They didn’t spend; they saved.

Despite the president’s promise that stimulus dollars would “help those hardest hit by our economic crisis,” ProPublica, a left of center nonprofit journal, reported that spending was not correlated with need. Stimulus dollars didn’t go to the poorest parts of the country or even the places where joblessness was the most concentrated. The emphasis was getting the money out the door quickly. Echoing Keynes, Vice President Joe Biden called on local politicians to spend on “stupid things.” And that is what happened. Much of the stimulus money went to the government and education sectors, where unemployment was low, but only 10 percent went to infrastructure, though unemployment in construction was running in double digits.

Then there was the out-and-out waste. Former Senator Tom Coburn, a famed tracker of wasted government dollars, issued a report 18 months after the bill was signed, detailing 100 projects in which taxpayer dollars were squandered. There was half a million dollars for new windows at the Mount St. Helens visitors center in Amboy, Washington. The building had been closed since 2007, and there were no immediate plans to reopen it. Nearly $7 million went for repairs to an 1846 brick fort at the end of the Florida Keys even though few people could visit the remote national park unless they hired a seaplane or took a four-hour round-trip boat ride. Money also went to research projects: $2 million to send researchers from the California Academy of Sciences to islands in the Indian Ocean to study exotic ants, $296,000 for a study of dog domestication at Cornell University, and $141,000 to send students from Montana State University to China to study dinosaur eggs.

The fact that spending didn’t target need didn’t happen simply because government bean counters were ineffective or incompetent. There was a method to the spending stimulus madness, according to research by John Lott, a research scientist at the University of Maryland. Instead of states with high bankruptcy, foreclosure, and unemployment rates, Lott wrote, states with powerful Democratic representatives or ones that had voted for Obama in the presidential election got more money. States that had entirely Democratic congressional delegations received $460 more in stimulus dollars per person than did states that did not. The states in which Obama won by the largest margin in 2008 got the most money. Lower-income states got less. States with higher bankruptcy rates got less. States with high employment got less. Lott called the stimulus program a massive wealth transfer, but it was also doomed from the beginning because the money went to political cronies rather than to the people who needed it. Stimulus spending in other words was a waste.

As a result of this mismanagement, anniversaries of the stimulus spending bill came and went and still the president had little to show for the unprecedented outlay of taxpayer money. Five years after President Obama signed the American Recovery and Reinvestment Act the economy was still in dire straits. He said the spending would mark “the beginning of the end” of the nation’s economic troubles. When the stimulus was passed the goal was to get unemployment to 5 percent. Six years later that goal was achieved, but only because millions of Americans dropped out of the workforce and others accepted part-time work.

Even the part of the stimulus that went directly to Americans didn’t provide a Keynesian push to the economy. Even though payroll tax reductions put money immediately in people’s hands, most saved that money rather than spending it. Stanford economist John Taylor theorized that this occurred because the tax cuts were temporary, not permanent. States used the money to pay down deficits or to save for a rainy day even though the expectation was that they would spend the money on new equipment and capital purchases that could goose the economy.

The president tried to rewrite his stimulus history again and again. On the campaign trail in early January 2015, he laid the groundwork for a State of the Union address later that month in which he would argue that his policies, particularly the stimulus spending, had turned the U.S. economy around. His first trip was to a Ford plant in Wayne, Michigan, a suburb of Detroit, where he said that the $80 billion infusion of taxpayer money into automakers in 2009 had rescued the industry. “There is no doubt that thanks to the steps that we took early on to rescue our economy we are entering into the New Year with a new confidence that America is coming back,” the president said. True enough, the industry had enjoyed impressive sales the previous year, but it wasn’t due to the bailout. The recovery in auto sales happened because of building demand among Americans who had held on to their cars for an average of 11 years, an all-time high. The economy recovered because of real need for products rather than a government program. Moreover, Ford was the one American automotive company that turned down the TARP (Troubled Asset Relief Program) money. Ford, under Alan Mulally, turned around Ford.

Even so, the president soldiered on, claiming his policies were successful. But the pictures told a different story. The Ford plant the president chose to speak from was closed because of lack of demand for the compact hybrid cars made there. About 5,000 workers had been laid off at that plant. At the same event, the president touted the fact that the deficit had been cut by two-thirds. What he didn’t say was that under his watch the nation’s debt had risen by $6 trillion. The true legacy of stimulus spending is not a stronger economy; it’s much larger debt. As a country, we now owe more than $18 trillion, a figure that will burden taxpayers for decades to come.

If the stimulus program’s main goal was to create work for Americans, it failed miserably. According to University of Maryland economist Peter Morici, by early 2015, one in six men of working age was unemployed. Obama had managed to create 7 million jobs (whereas 8.7 million had been lost in the recession), whereas President Ronald Reagan created 11 million jobs in a much smaller economy. In a rare meeting of the President’s Jobs and Competitiveness Council, the president admitted that the plan to generate shovel-ready jobs wasn’t a success. “Shovel-ready was not, uh, as shovel-ready as we expected,” he said.



THE BANK OF WASHINGTON

The more of our federal tax dollars the president spent, the more it became clear that his goal wasn’t just bailing out the economy but reordering it to fit his own version of the nation. Turning away from fossil fuels was a central part of that vision, no matter the cost.

The administration directed $14.5 billion in stimulus dollars to a loan guarantee program to finance the development of green energy technologies.

Solyndra, one of many solar panel makers funded by the government, was the first to get a Department of Energy (DOE) loan, and the administration celebrated by sending the president for a photo op to the Fremont, California–based plant. Solyndra would showcase the administration’s commitment to green energy and cutting-edge technology. We’d look supersmart! The event was a highly orchestrated production organized to spotlight the loan guarantee program. Presidential handlers decided that a robotic arm would be used to showcase the company’s products. They told the company’s chief executive not to wear a suit and asked another exec to wear a hard hat. The optics, the appearance of the event, was more important than the reality. And the reality was already dire. Days before the visit, investors were sending signals to DOE officials that Solyndra was tottering. By the end of that year, executives sought more help from what they called the Bank of Washington: taxpayer dollars.

Ultimately, Solyndra failed, squandering its $535 million loan. Adding insult to injury, taxpayers saw no return of those dollars when the company went into bankruptcy. Instead, a late investor in the company was given tax benefits of as much as $341 million, so-called tax loss carryforwards, by a bankruptcy judge. The insult was complete. Not only did taxpayers fail to reap a successful green energy company or jobs, but when Solyndra went bust, we recouped none of our investment. The Bank of Washington was a loser.

Failures such as Solyndra would be repeated over and over. Beacon Power, the second recipient in the loan guarantee program, declared bankruptcy after giving three executives more than a quarter of a million dollars in bonuses. BrightSource Energy squandered much of its $1.6 billion loan guarantee for a solar energy facility on a program to relocate desert tortoises. 

Then there was Abound Solar, which received $400 million in federal loan guarantees. The Colorado company filed for bankruptcy just two years later, and its plant sat unoccupied, littered with hazardous waste, broken glass, and contaminated water. A local business group estimated that cleaning up the site would cost $3.7 million. One critic noted that if a coal, oil, or gas company had left behind the same mess, the Environmental Protection Agency (EPA) would have sent out SWAT teams to track down the offenders.

In winter 2011, the House held a series of hearings into the program’s mismanagement. It became a show trial of the administration’s management failures. Eighty percent of the federal program’s dollars were directed to companies making solar panels, an industry dominated by the Chinese in which the players were discounting their products as a way to gain market share by the time the U.S. government decided to get involved. This was a mature business in which entrenched players could undercut new entrants. Any serious businessperson would have stayed away from putting taxpayers behind more solar panel energy production, but Uncle Sam, led by the Department of Energy, was eager to jump in.

In retrospect, the DOE’s loan guarantee program looks like just another failed government program. Clearly, the government miscalculated the demand for solar panels and misunderstood the industry’s dynamics. Governments are notoriously bad at competing in the free market. But the mistakes went beyond poor business decision making. DOE bureaucrats bent the rules and ignored federal requirements that got in their way. In the end, the very people who had the biggest stake in making the federal government look like a prudent and efficient manager—its employees—were complicit in abusing the Bank of Washington.



DEPENDENCY CRISIS

It wasn’t just pet projects such as the green energy program that got the go-ahead from the administration. The president’s generosity with our taxpayer dollars expanded dramatically for welfare and poverty programs even after the recovery was in place. It became hard to square what was going on in the economy with the fact that we were technically in recovery mode. I remember my shock at the fact that the proportion of people receiving food stamps had swollen to one-sixth, or 47 million people, by September 2013—four years into the recovery. Unemployment peaked in 2010, but the food stamps rolls kept growing. For decades, the proportion of Americans receiving benefits had hovered between 8 percent and 11 percent because of restrictions on the length of time recipients could receive benefits, but things clearly had changed. I live in a pretty upscale neighborhood and had seen increasing numbers of people at my local grocery store paying the cashier with Supplemental Nutrition Assistance Program (SNAP) benefits. If this is Obama’s economic expansion, I remembered thinking, I’d hate to see a recession.

Persistent high joblessness had propelled people into SNAP, but other factors had turned food stamps from a program that rose and fell with unemployment to a more permanent governmental feature of the landscape. Income and asset tests for applicants had been eased, allowing people with relatively high incomes and savings to get benefits, and the Obama administration encouraged states to loosen those standards. The idea? Give help to families before they fall into persistent poverty. To make that happen, the government encouraged people to apply even if they had savings or a low-wage job. In North Carolina, applicants earning 200 percent of the poverty level could receive monthly checks. The size of the benefits rose. And food stamps were just part of an
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