
TO THE STREETS!   Jeffrey Sachs on American Values in a Corrupt Era
-- Doug Wilhide

Economist Jeffrey Sachs spoke as part of the Westminster Forum series, “Voices of Conscience,” on Thursday, October 20, 2011.  His talk, “Reawakening American Virtue and Prosperity,” was a rousing, tell-it-like-it-is admonition to confront the hypocrisy, lies and downright criminality of Wall Street and Washington.

Sachs is a professor at Columbia and directs its Earth Institute. He is a leading advocate of incorporating economic theory into actionable strategies to help the underprivileged and reverse systemic poverty and poor governance.  He has advised governments around the world and been called the planet’s most well-known economist.

He began by recognizing the upper Midwest for “having given so much to America” through its legacy of civic virtue and social responsibility.  But now he sees “decency and progressive values sliding”... not so much in Minnesota but certainly in “the state next door” which has become “seriously backward.”

Sachs is a “believer in high latitudes.”  He admires the Scandinavian countries for their “outstanding performance” in building sustained economies that benefit society and protect the environment.  They have shown that a “human market economy” is not only possible but can deliver “efficiency, prosperity and social justice.”  That kind of balance is the essence of what we need -- and have lost -- in America.

We don’t need new economic theories to fix our problems we just need to open our eyes to what is going on around us.  There is nothing wrong with American values, just the translation of those values in Washington.  “Our political system is corrupt.  David Koch owns too many politicians.” We have allowed “corporate propaganda to go unchallenged for too long” and now we find that our financial and political systems have lost “the tether of morality and even legality.”

Sachs explained the background of the $285 million fine paid the day before by Citigroup.  It joined with a hedge fund to create portfolios of bad investments, sold them to its clients, then made billions by betting against them. “Fraud is becoming the normal way banks do business.”

We expect credibility as well as credit from our banks -- the roots of the word go back to “belief” and “trust.”  But our banking system has violated that trust.  And it’s not just Citigroup.  Goldman Sachs paid a fine of more than $560 million for the same kind of ruse.  JP Morgan paid a fine of $150 million.  Merrill Lynch, AIG, and a dozen others have been incriminated by investigations into their operations. Goldman director John Paulson walked away with a paycheck of $5 billion. That’s enough money for 100,000 jobs paying $50,000.  Paulson was quoted as saying, “I don’t understand why people are mad at me.  I created 100 good paying jobs on Wall Street.  Criticizing my pay is just absurd.”

“They have been breaking the law... and they act like this is the normal way of doing business.” Then the federal government turned around and bailed them out.  It’s not just the TARP program that contributed $700 billion, it’s the Fed’s decision to give the banks loans at 0% interest for years.  (“Have you received a zero-interest loan?”)  This has produced enormous profits for the banks and they have distributed some of them in huge bonuses to their executives.  “Then they turn around and ask us, ‘what’s your problem’?”

This is why the Occupy Wall Street movement is spreading around the country.  “Our kids are getting it right.”  They know that something is wrong.  Politicians who claim they are just “a mob” should “be ashamed of themselves.”  (This drew a loud and sustained round of applause.)

Sachs thinks we have a disconnect between American values and what’s going on in Washington.  When he was writing his most recent book (The Price of Civilization: Reawakening American Virtue and Prosperity) he read through hundreds of opinion surveys to get a feel for what Americans really thought.  Three things stood out.

1.  We want the rich to pay more taxes.  This is clear in every non-prejudicial survey he examined, though It sometimes was hidden behind biased questions.  Asking if you want higher taxes is not the same thing as asking if you want the wealthiest Americans to pay more.

2.  We want to hold on to our social programs.  We do NOT want to end government or push it to the sidelines.  We want it to play a role.  We want Social Security, Medicare, good schools, sound infrastructure.  We want a country with educated citizens and a safe environment.

3.  We want to end the wars.  (Another loud applause line).  We have spent 10 years in Afghanistan “to no avail.” It’s a “useless, wasteful, bloody, costly” period of fighting by America that has cost trillions of dollars we needed to spend here.  Our generals know what they have been taught about fighting war, but they “understand nothing about Afghanistan.”  They have no right to dictate foreign policy but are doing so.

It’s no accident that the wars we are fighting are where they are -- Iraq, Afghanistan, Somalia, Libya, Yemen, Pakistan. These are unstable countries and they are that way because of poor governance and decades of poverty caused by drought and extreme weather intensified by global warming.  

It costs $1 million a year to keep a single soldier in Afghanistan.  “That’s enough to fix a village.” Instead of fixing communities, however, we are sending soldiers, saying we don’t want to get involved in “nation building.”  But what do we think we ARE doing -- expecting impoverished, unstable, hungry, infrastructure-poor countries to suddenly think like us? It hasn’t worked and it won’t.

Given that there’s a break between what the American people say they want and what Washington does, Sachs asked the question -- when did this break begin?  It goes back further than 2008 when the illegality of the banking system and “bad choices by the Fed” led to economic collapse.  It goes back further than 2001 when Bush was “appointed” by the Supreme Court.  (“I haven’t decided if he’s the worst president in the history of the country, or tied for worst with Buchanan.”)

It goes back even further than the repeal of provisions in the 1933 Glass-Steagall act in 1999 (an effort lead by Republicans from Texas, Virginia and Iowa) that eliminated the separation between investment and commercial banks.

“I’m not partisan,” said Sachs (to some laughter)... our problems go back into the Clinton administration’s efforts to link Wall Street to Washington -- one of it’s “signature accomplishments.”   Robert Rubin was Clinton’s Treasury Secretary.  He came from Goldman Sachs and when he left he took over at Citigroup.  He made $126 million a year, but when Citigroup ran into trouble he claimed not to know what was going on:  “I was just in the corner office.”

But the break between American values and Washington policy goes back still further.  The roots can be traced to the 1970s when we first experienced the “wedge of globalization” with instabilities in commodities markets -- especially oil.  We missed the signs that our manufacturing industries were in trouble, that those jobs would move to China and make it very hard for Americans graduating from high school to find jobs that could lead them to the middle class.

Then the country had “the bad luck” to elect Ronald Reagan who made his famous assertion:  “Government is not the solution; government is the problem.”  Sachs:  “Anyone who believes that should NOT be president.”  Reagan ushered in a new era of tax cuts and advantages for the wealthy, distrust of social service programs and illegal activity in the financial sector.  The result has been a series of financial scandals and bubbles that burst, increasing the gap between the wealthy and everyone else.

“Now we’re stuck.”  We have a failing infrastructure with not enough money to maintain it, let alone improve it, including a 50-year old highway system that is falling apart.  We’re falling behind in nearly every area:  the percent of the population with college degrees, math, science and literacy test scores in high school, overall health, longevity and even happiness.   We have no political center.  “Obama ran on change but has governed on continuity.”  Republicans are on the extreme right, Democrats are center right and there is no effective left. 

Our politics are now completely driven by corporate propaganda sponsored by wealthy activists like the Koch brothers, the “Murdoch empire” and ExxonMobil.  They have teamed up with the health insurance and pharmaceutical industries -- which is why we don’t have a single-payer system and why Medicare can’t negotiate drug prices. “Big Oil owns Republicans and Wall Street owns Democrats.”  This combination of money and power has set out to break every labor union, denigrate teachers and make suspect every other kind of government worker.

This cabal has its hands in every area of politics, locally and nationally. Herman Cain has “been on the Koch payroll for years.” Scott Wallace has too.  “When you have $50 billion you can do a lot of damage.”  Especially when it’s funneled through secretive shell organizations so it’s very hard to track...  “and the Supreme Court can’t figure out that there’s a difference between anonymous campaign contributions and free speech.”  (Loudest applause of the day.)

Our kids are on to something, calling out Wall Street. (more applause... sustained.)  They’re right to stand up for the 99% and to challenge the 1% who “are running away with the prize.”  The system “is gamed. It needs to be fixed.”

We need to bring the top tiers of wealth under control so they don’t own the playing field.  We need to go after CEOs who cheat.  The country can’t win as long as it’s an insider’s game and we can’t succeed in realizing our values if we’re run by corporations.  “We need a tax at the top so we can pay for civilization again.”

There is hope, however.  The history of Minnesota and progressive politics is one example we can look to.  A hundred years ago, after the excesses of the Gilded Age, the Progressives lead the way for reforms that were publicized by radical journalists and implemented by Theodore Roosevelt.  American politics “runs in long waves.”  This period of greed and fraud will end, and it will end when people like the Midwesterners of a hundred years ago stand up and let their voices be heard.

There was a prolonged, standing ovation.

Q&A.
Do we need a new party or will insurgencies within the existing parties turn things around?  Sachs is in favor of finding candidates who will take a pledge.  On behalf of the 99% of the rest of us, pledge to take no contribution higher than $99.  If millions of contributors give that much, “it should at least pay for the gas.”  

No PACs, no “bundling,” no $35,000-a-plate dinners. In the age of Facebook, You-Tube, Twitter, etc., candidates shouldn’t need to spend big bucks on TV advertising. It’s passe.  It’s not how young people will be reached.

Americans are so disgusted with Washington politics that this just might work.  If Obama came out and said he would lead the way -- no contributions more than $99 -- it might help his supporters regain the hope he inspired in 2008.

Have you been invited to the White House?  Yes, though not to the fancy dinners.  He’s expressed his views to the president and his staff.  “They don’t agree with my diagnosis.”   Quite a few of them were first employed by Sachs.  He’s glad to see them succeed, but he’s annoyed that they tell him things in private they won’t say publicly.  “Government is NOT a game.  Yet it’s treated that way.”  

Sachs cited a case where Obama was invited to appear on the Oprah show.  Before his staff responded they ran focus group tests to see if it was a good idea or not.  “A world where people end up focus group testing their values is a world of tactics without vision.”

Does capitalism still work?  This is an important question and it’s critical to define terms.  Capitalism is generally understood to be an economy that is organized and driven by the profit motive.  It’s the only economic system that has ever worked over time.

But there is no such thing as a “free market.”  Never has been, “except in miserable first-year economics text books.”  Even Adam Smith understood this and assigned broad roles for government.  Jefferson was a strong supporter of public education because he believed you could not have a successful democracy with an ignorant populace.  Lincoln passed the law that established Land Grant universities.

People like Ron Paul and Rick Perry, who want to destroy government, really want to return America to “an age of ignorance” where only a small part of the electorate can get information or knowledge. It’s the same stance that prolonged slavery.   “They should be ashamed of themselves.”

We need a market economy, but a “civilized” one, where government ensures fairness and protects the environment.  Sachs hopes the Obama administration will “wake up” and fight the Keystone pipeline -- “a miserable idea... that would move the world’s dirtiest energy to Koch’s refineries.”

What role does the media play in all this?  First we must recognize they are big businesses and they protect their own interests first.  The Murdoch empire is “almost Orwellian” in its reach and control.  In Britain it is engaged in “massive criminal activity”  that has brought down top police officers, media executives and politicians. 

The information spread by Fox News and The Wall Street Journal is “far from reality.”  It’s “political nonsense” but it’s widely influential.  They offer “phony propositions” -- such as the notion that global warming is a hoax, even though it has a hundred years of solid science behind it.  It’s driven by the “greed of the oil sector.”

What needs to be done to fix things?  We need a “social awakening” like what took place in the Progressive Era.  The anti-Wall Street protests may be the start of a country-wide change, but it takes time.  Teddy Roosevelt built on popular support to limit the trusts and the robber barons.  FDR (“who I think was the greatest American president”) put into place “a structure of fairness” that guided the country for half a century.  Eisenhower oversaw the construction of the highway system.  Nixon signed the EPA.

We need three things:

* social awareness -- driven by things like the Occupy Wall Street movement

* new policy prescriptions -- a political platform that aligns with real American values

* political power -- with candidates who can’t be bought

Why do you admire about the Scandinavian countries so much?  Take the case of Denmark.  They have higher taxes AND higher levels of happiness than we do.  Their center is probably left of our left.  But they have a strong social consensus.  They want effective and efficient government that actually delivers services.  They want strong healthcare systems, good educational systems and a clean environment, and they are willing to pay for it.  Their politicians take pledges NOT to cut taxes.

Does American exceptionalism still hold?  The world has changed.  We need a national report card so we can “benchmark” ourselves relative to other nations. The only area where America is still number one is our military might... and, maybe, our own self-regard. In every other area we are slipping.  We’re 5th in economic influence, somewhere between 20th and 35th in reading and science scores, a lot less happy than most northern European nations.

The only way to change this is to open our eyes and see clearly -- everything from politicians on the take to the malign influence of our wealthiest individuals and the propaganda spread by self-interested corporations.

Comment.

This was a surprisingly passionate talk, especially for an economist, matched by the strongest audience affirmation I’ve seen since we started going to these lectures. 

We’ve heard Sachs before.  He was one of the presenters at the 2000 Nobel Conference on Globalization where his talk was more measured.  His basic thesis then was that geography is destiny -- more or less.  If you live in the temperature latitudes -- the “Mediterranean zone” -- you’re fortunate.  If you live anywhere else, you’re screwed, and all the more so the closer you get to the equator.  If you want to address the world’s critical problems, you need to consider the facts of this “economic geography.”  

Sachs’ theory is more nuanced than that, of course, and his data is extensive and compelling.  He has worked for all of the major international financial agencies, advised governments on every continent, and been named one of the most influential people in the world.  His book, The End of Poverty, became a best seller.

I find it interesting that two of the world’s most influential and respected economists (the other is Paul Krugman) are now fully behind the Occupy Wall Street protests.  To simply think of this as a “mob,”or call it “un-American” is both foolish and dangerous and -- as Sach’s said -- “shameful.”  It’s the same reactionary stance conservatives took in the ‘60s when they tried to dismiss protests against the Vietnam war.

I hope Sachs is right -- that America still has the socially constructive values he attributes to the upper Midwest.  There was certainly ample evidence of agreement among this audience of about 400 people.  A sizable chunk of them -- perhaps 15% -- were identified as members of the Harvard Club or Columbia graduates and Sachs, for whatever reason, seemed to spend most of his time speaking directly to the area where they were seated.

Sach’s basic premise rings true:  there’s a huge gap between what Americans say they want and what gets done (or stymied) in Washington, and it’s because our political system has been gamed by big money and greed.  We’ve been hearing about the influence of the Koch brothers, Murdoch, Wall Street, the pharmaceutical industry, the health insurance companies and Big Oil, ever since Hillary Clinton called out “a vast, right wing conspiracy” more than a decade ago.  We thought she was dotty then... or at least paranoid.  Now it’s hard to ignore the accumulating evidence.  

When Sachs talks about fraud and “the illegality” of the financial industry, it sounds like left wing ranting.  But then you look at the record -- company after company found guilty and paying hundred million dollar fines.  (It sounds like a lot of money... until you realize that paying $285 million in fines isn’t that big a deal  when you’re quarterly (quarterly!) profit tops $4 billion... and you get access to 0% loans for years.)  Same thing for claiming that Rupert Murdoch’s newspapers are engaged in “massive criminal activity.” But wait:  how many people have been arrested or accused of legal wrongdoing in the British Murdoch scandal?

Still, there are points I’d take issue with.  Saying that a succession of American generals “understand nothing about Afghanistan” seems a bit overstated.  Claiming that America ranks among the most impoverished nations in the world seems just plain wrong.  Arguing that everything is a bed of roses in Scandinavian countries has to overlook a lot -- including the recent murder of dozens of young people trapped on an island.

But I think Sach’s heart is in the right place.  He wants “human capitalism” to flourish because it’s the best chance we have to wipe out poverty and disease, preserve the planet and feed seven billion people.  It’s dangerous to dismiss his arguments because he usually has ample facts to back him up. (Later the same day a Christian Science Monitor survey indicated we ranked no higher than the fifth happiest country.)

And he’s probably the only person in the world who has such extensive, first-hand experience of the economic realities in so many different countries. Just a selection from his resume: he’s been an advisor to the Brookings Institute, the Chinese Economists Society, the UN Millenium Project, the Solidarity Movement in Poland, the governments of Russia, Argentina, Ecuador, Bolivia, Mongolia and the Vatican... and held a professorship at the University of Malaya.

It was a stirring hour, and an encouraging one.  If we listen to the news (mainstream and otherwise), we hear mostly bad news:  the country’s going to hell in a handbasket, the rich guys are winning and the politicians are indeed lying hypocrites.  

But if you were in the audience at Westminster Church, you got a different feeling:  the revolution may be beginning -- or at least the pendulum may be reversing its swing.  And its not just happening in tents pitched on Wall Street.


