For those interested in more detail, see the notes and graphs below at the end of the piece.
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The president constantly reminds us that he was dealt a difficult hand. But the evidence is
overwhelming that he played it poorly.

When it comes to the economy, presidents, like quarterbacks, often get more credit or blame
than they deserve. They inherit problems and policies that affect the economy well into their
presidencies and beyond. Reagan inherited Carter's stagflation, George H.W. Bush twin
financial crises (savings & loan and Third World debt), and their fixes certainly benefitted the
Clinton economy.

President Obama inherited a deep recession and financial crisis resulting from problems that

had been building for years. Those responsible include borrowers and lenders on Wall Street

and Main Street, the Federal Reserve, regulatory agencies, ratings agencies, presidents and
Congress.

Mr. Obama's successor will inherit his deficits and
debt (i.e., pressure for higher taxes), inflation and
dollar decline. But fairly or not, historians document
what occurred on your watch and how you dealt
with your in-box. Nearly three years since his
election and more than two years since the
economic recovery began, Mr. Obama has enacted
myriad policies at great expense to American
taxpayers and amid political rancor. An interim
evaluation is in order.

And there's plenty to evaluate: an $825 billion stimulus package; the Public-Private Investment
Partnership to buy toxic assets from the banks; "cash for clunkers"; the home-buyers credit;
record spending and budget deficits and exploding debt; the auto bailouts; five versions of
foreclosure relief; numerous lifelines to Fannie Mae and Freddie Mac; financial regulation and
health-care reform; energy subsidies, mandates and moratoria; and constant demands for
higher tax rates on "the rich" and businesses.



Consider the direct results of the Obama programs. A few have performed better than
expected—e.g., the auto bailouts, although a rapid private bankruptcy was preferable and GM
and Chrysler are not yet denationalized successes. But the failed stimulus bill cost an
astounding $280,000 per job—over five times median pay—by the administration's inflated
estimates of jobs "created or saved," and much more using more realistic estimates.

Cash for clunkers cost $3 billion, just to shift car sales forward a few months. The Public-Private
Investment Partnership, despite cheap federal loans, generated 3% of the $1 trillion claimed,
and toxic assets still hobble some financial institutions. The Dodd-Frank financial reform law
institutionalized "too big to fail" amid greater concentration of banking assets and mortgages in
Fannie and Freddie. The foreclosure relief program permanently modified only a small
percentage of the four million mortgages the president promised. And even Mr. Obama now
admits that the shovels weren't ready in all those "shovel-ready" stimulus projects.

Perpetually overpromising and underdelivering is not remotely good enough, not even for
government work. No corporate CEO could survive such a clear history of failure. The economic
records set on Mr. Obama's watch really are historic (see nearby table). These include the first
downgrade of sovereign U.S. debt in American history, and, relative to GDP, the highest federal
spending in U.S. history save the peak years of World War Il, plus the highest federal debt since
just after World War 1.

Records Set on Obama’s Watch

1. U.S. sovereign debt downgrade: first in 7. Increase in nonfarm payroll employ-
American history ment (0.5%) since recovery began 26
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4, Federal debt (67% of GDP): highest
since just after WWII

5. Employment (58.1% of population work-
ing): lowest since 1983

9. Percentage of taxpayers paying income
tax (49%): lowest in modern era

10. Government dependency (47%), de-
fined as the percentage of persons receiv-
6. Long-term unemployment (45.9% of ing one or more federal benefit payments:
total): highest since 1930s highest in American history

Sources: Standard & Poor’s, Office of Management and Budget, U.S. Bureau of Labor Statistics, Morgan Stanley, Joint
Committee on Taxation, and the U.S. Census

The employment picture doesn't look any better. The fraction of the population working is the
lowest since 1983. Long-term unemployment is by far the highest since the Great Depression.
Job growth during the first two years of recovery after a severe recession is the slowest in
postwar history.



Moreover, the home-ownership rate is the lowest since 1965 and foreclosures are at a post-
Depression high. And perhaps most ominously, the share of Americans paying income taxes is
the lowest in the modern era, while dependency on government is the highest in U.S. history.

That's quite a record, although not what Mr. Obama and his supporters had in mind when they
pronounced this presidency historic.

President Obama constantly reminds us, with some justification, that he was dealt a difficult
hand. But the evidence is overwhelming that he played it poorly. His big government spending,
debt and regulation fix has clearly failed. Relative to previous recoveries from deep recessions,
the results are disastrous. A considerable fraction of current joblessness, lower living standards,
dependency on government and destroyed savings is the result. Worse, his debt explosion will
be a drag on economic growth for years to come.

Mr. Obama was never going to enthusiastically embrace pro-market, pro-growth policies. But
many of his business and Wall Street supporters (some now former supporters) believed he
would govern more like President Clinton, post-1994. After a stunning midterm defeat, Mr.
Clinton embarked on an "era of big government is over" collaboration with a Republican
Congress to reform welfare, ratify the North American Free Trade Agreement and balance the
budget. But Mr. Obama starts far further left than Mr. Clinton and hence has a much longer
journey to the center.

The president still has time to rebound from his economic policy missteps by promoting
permanent, predictable policies to strengthen forecasted anemic growth. But do Mr. Obama and
his advisers realize their analysis of the economic crisis was flawed and their attempted
solutions mostly misconceived? That vast spending, temporary tax rebates and social
engineering did little of lasting value at immense cost? That the prospect of ever more
regulation and taxation created widespread uncertainty and severely damaged incentives and
confidence? That the repeated attempts to prevent markets (e.g., the housing market) from
naturally bottoming and rebounding have created confusion and inhibited recovery?

Can Mr. Obama change course, given the evidence that the economy responded poorly to top-
down direction from Washington rather than the bottom-up individual initiative that is the key to
strong growth? Is he willing to rein in the entitlement state erected under radically different
economic and demographic conditions? And will he reform the corporate and personal income
taxes with much lower rates on a broader base? Or is he going to propose the same failed
policies—more spending, social engineering, temporary tax cuts and permanent tax hikes?

On the answer to these questions, much of Mr. Obama's, and the nation's, future rests.

Mr. Boskin, a professor of economics at Stanford and a senior fellow at the Hoover Institution, chaired
the Council of Economic Advisers under President George H.W. Bush.



Notes on the data presented above; numbers correspond to the numbers in the table.
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U.S. sovereign debt was first rated by Moody’s in 1917.

Highest in history, except peak years of WWII.

Highest in history, except peak years of Civil War, WWI, and WWII.

The debt peaked at over 100% of GDP at the end of WWII, but declined rapidly thereafter
through a combination of strong economic growth and fiscal restraint; the deficit did not reach
3% of GDP, even in recessions, from 1947 — 1974. Deficits sometimes reached 3-6% of GDP
thereafter, but in 2009-2011 they were radically larger, at 9-10% of GDP.

Would be even lower if account was taken of people working part time who desire to work full
time. Based on establishment survey. Based on household survey, it is the worst of any recovery
since WWII, severe or not. And the only recovery with a net job loss.

Almost twice previous post WWII record.

In the first twenty six months of the Ford and Reagan recoveries in the mid-1970s and early
1980s, employment grew 7.1% and 8.5%, respectively.

Morgan Stanley estimate excludes delinquent borrowers unlikely to remain in home.

Many different definitions of tax payers, filers, non-filers, tax paying units or households, how to
treat members of households who are not primary taxpayers, etc. lead to slightly different
estimates. But the percentage of people not paying income taxes has been rising for many
reasons, especially the many features of the tax code removing people from income taxes or
sending them refundable credits such as the EITC, trends in the distribution of income, and the
severe recession and anemic recovery.

This is the Census estimate of the percentage of people on federal benefit programs such as
unemployment insurance, food stamps, welfare, social security, Medicaid, etc. if defined as the
percentage of people living in a household with at least one person receiving such benefits, the
number would be much higher. Also presented below is a graph showing the substantial rise in
the ratio of government social benefits to persons relative to wages and salaries.



Graphs (numbers correspond to the numbers in the Table)

2.

Federal Spending as % of GDP
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Public Debt as % of GDP
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number of people unemployed for 27 weeks and over as % of total unemployment
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7.
recovery 1st 26 months
non-farm payroll data
trough month 26 months later differences
number of
president date people date nonfarm % 1,000
employed payroll
(millions)
Truman oct-1945 38,598 dec-1947 44,578 155 5,980
Truman oct-1949 42,950 dec-1951 48,308 12,5 5,358
Eisenhower may-1954 48,965 jul-1956 51,954 6.1 2,989
Eisenhower apr-1958 51,026 jun-1960 54,347 6.5 3,321
Kennedy feb-1961 53,556 apr-1963 56,580 5.6 3,024
Nixon nov-1970 70,409 jan-1973 75,620 7.4 5,211
Ford mar-1975 76,649 may-1977 82,089 7.1 5,440
Carter Jul-1980 89,832 sept-1982 89,171 -0.7 -661
Reagan nov-1982 88,770 jan-1985 96,353 8.5 7,583
Bush Sr. mar-1991 108,335 may-1993 110,490 2.0 2,155
Bush Jr. nov-2001 130,901 jan-2004 130,420 -0.4 -481
Obama Jun-2009 130,493 aug-2011 131,132 0.5 639




recovery 1st 26 months
household data

trough month 26 months later difference
number of
president date people date nonfarm % 1,000
employed payroll
(millions)
Truman oct-1945 na dec-1947 na
Truman oct-1949 57,269 dec-1951 60,497 5.6 3,228
Eisenhower may-1954 59,908 jul-1956 63,800 6.5 3,892
Eisenhower apr-1958 62,631 jun-1960 66,168 5.6 3,537
Kennedy feb-1961 65,588 apr-1963 67,642 3.1 2,054
Nixon nov-1970 78,650 jan-1973 83,161 5.7 4,511
Ford mar-1975 85,187 may-1977 91,754 7.7 6,567
Carter Jul-1980 98,796 sept-1982 99,504 0.7 708
Reagan nov-1982 99,112 jan-1985 106,302 7.3 7,190
Bush Sr. mar-1991 117,652 may-1993 120,115 2.1 2,463
Bush Jr. nov-2001 136,238 jan-2004 138,472 1.6 2,234
Obama Jun-2009 139,978 aug-2011 139,627 -0.3 -351
10.
Government Social Benefits to Persons Relative to Wages and Salaries
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