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T
he collapse on Wall Street is now decimating Main 
Street, Ocean Parkway, Mountain View Drive and I-80. 
Since January the economy has shed 760,000 jobs. In 
September alone, monthly mass layoff claims for un -
employment insurance jumped by 34 percent. General 

Electric, General Motors, Chrysler, Yahoo! and Xerox have 
all announced major layoffs, along with the humbled finan-
cial titans Goldman Sachs and Bank of America. Fully one-
quarter of all businesses in the United States are planning to 
cut payroll over the next year. State governments are facing 
a tax revenue shortfall of roughly $100 billion in the next 
fiscal year, 15 percent of their overall budgets. Because 
states have rules requiring balanced budgets, they are staring 
at major budget cuts and layoffs. The fact that the economy’s 
overall gross domestic product (GDP) shrank between July 
and September—the first such decline since the September 
2001 terrorist attacks—only confirms the realities on the 
ground facing workers, households, businesses and the pub-
lic sector.

The recession is certainly here, so the question now is how 

to diminish its length and severity.  A large-scale federal gov-
ernment stimulus program is the only action that can possibly 
do the job. 

So far, our leaders in Washington have dithered. Treasury 
Secretary Henry Paulson and Federal Reserve chair Ben 
Ber nanke continue improvising with financial rescue plans, 
committing eye-popping sums of money in the process. Paul-
son’s original program for the Treasury to commit $700 bil-
lion in taxpayers’ money to purchase “toxic” loans—the 
mortgage-backed securities held by the private banks that are 
in default or arrears—was at least partially shelved in favor 
of direct gov ernment purchases of major ownership stakes 
in the banks. But neither of Paulson’s strategies has thus far 
helped to stabilize the situation, with global stock and cur-
rency markets gyrating wildly and investors dumping risky 
business loans in favor of safe Treasury bonds. The crisis 
has even hit the previously staid world of money market 
mutual funds, where the fainthearted once could park their 
savings safely in exchange for low returns. Money market 
fund hold ers  have been panic-selling since mid-September, 

HOW TO END HOW TO END 
THE RECESSION THE RECESSION 

The economy needs a shot of public investment—and if it’s green, the payoff will be greatest. 

by ROBERT POLLIN
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