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COMMENTARY

Long Time Needed to Right the Economic Ship

Witnessing the strident
debate over health care
reform initially caught
me by surprise. While a
major issue for our na-
tion, it’s hardly the kind
of issue that normally
. would give rise to rheto-
ric about “death panels,” socialism and even
cartoons depicting President Obama with a
Nazi swastika.

To be sure, this is a contentious issue,
evidenced by 40 years of trying to fine-tune
the health care delivery system, yet never suc-
ceeding.

But why the angst? I think that the answer
is that this is a “proxy” debate. It has less
to do with health care and more to do with
how people feel about their overall economic
security and way of life.

Markers

There are three basic “markers” by which
people measure their sense of well-being:
employment, savings and health care.

Less than one year ago, our nation was
positioned on the brink of a generational
economic disaster. Even though we appear to
have clawed away from that brink, the general
feeling of malaise remains.

Despite the recent stock market run, retire-
ment savings are down. And home values
have plummeted.

While I have long argued in this column
that these plummeting values are illusory
unless you need to sell — they will come back
— there’s no doubt that people translate the
home value decline into a perceived lack of
liquidity in an asset already famously compli-
cated to liquidate.

Add to this the utter breakdown of the
financial market such that many can’t keep
their credit, let alone refinance a home or
qualify for a line of credit, most do not have
access to cash at the very moment they most
need it. Even if there’s still equity in your
home, it is “phantom” because it cannot be

Americans are starting to feel like they
are living in a Third World country. Our
government, our economic machine,
major aspects of our social contract
— none of it seems to he delivering
for so many people.

collateralized for credit.

This is compounded by a generational
high unemployment rate across the nation.
The near double-digit national rate has
rendered people worried, exhausted, scared
and angry.

Touchstone Issue

This thinking factors mightily in how
people are acting out right now on other is-
sues. But health care is not just another issue.
It has become the “touchstone” issue. While
a popular president has decided that now is
the time to muscle his considerable political
resources to tackle one of the biggest issues
of our generation, perhaps his administration
has underestimated the climatic conditions
this nation is in.

Americans are starting to feel like they are
living in a Third World country. Our govern-
ment, our economic machine, major aspects
of our social contract — none of it seems to
be delivering for so many people.

We are not feeling like the globe’s pre-emi-
nent “First World” country. Our local and
state government is broke. Our educational
system is broke.

There is a silver lining. The economic news
is getting better. At the moment, the proof of
this is that the bad news is considered “good”
if it isn’t as bad as before.

That is where we are:

*Home building is up, if only up from the
deep abyss of virtually no starts a year ago.

*Home values may be stabilizing, even if
they are way down at the moment.

* Unemployment is still rising, but not as
fast.

*The government bailout money seems to
be having some impact.

*Stocks and other equities seem to be sta-
bilizing, even though they are not yet back to
the level of one year ago.

Inflection Point

It may soon feel like we are in recovery.
Before this begins to sound too Pollyannaish,
let me warn that I don’t believe this will be a
quick turnaround. This is a big aircraft car-
rier of an economy, which will take 10 miles
to turn around.

This recovery will be measured in years.
The economy has turned down in the last
four years, even though we have only offi-
cially been in recession for two.

Just last week we heard about a major
commercial real estate investment trust turn-
ing 20 percent of its commercial portfolio
back to its lenders.

Many of these same lenders may be the
targets of government takeover as the Fed-
eral Deposit Insurance Corp. has apparently
now geared up for record bank takeovers in
the next year.

Perhaps we are at an inflection point,
that magical moment when so many con-
fusing signs start to actually create dra-
matic change.

One sign is when the level of angst rises
highest — a sensation that’s clearly being ex-
pressed in the health care debate — a break-
through moment may be at hand. It’s entirely
possible that we will get some kind of health
care reform that is formed in the middle of
the debate and actually beneficial without all
of the scary stuff.

This nation may now be poised for recov-
ery. The aircraft carrier may be beginning its
long turnaround.

Gary H. London is president of The London
Group Realty Advisors, which provides real
estate consulting and economic analysis. Check
him out on the Web at londongroup.com.

Las Vegas Business Recruitment Ad Stirs the Pot

Yes, the cash for clunkers
program is a big success.
But who pays? Well, the
answer is obvious. We pay.

Washington now owns
more than 50 percent of
GM, so when the govern-
ment pays $4,500 for a
clunker, that money comes out of our pocket
in the form of tax dollars.

To be sure, Ford and the foreign automak-
ers and dealers benefit, too. But should we be
using tax dollars to boost the bottom line?

Of course, the connection between what
the government brings in in taxes and what it
spends is now disconnected.

The Treasury Department just prints the
dollars it needs, and deposits IOUs in a vault
somewhere, or sells the debt to the Chinese.

We don’t really have to repay those tax dol-
lars. Or do we?

Obviously, one can make an argument that
the clunker program benefits the environ-
ment, as well as the economy.

It replaces gas guzzlers with high-mileage
new cars, which has a positive impact on the
air, not to mention the monthly trade balance
— we’ll need a bit less imported oil.

And our local dealers are greatly benefit-
ing. So it’s all for a good cause. But is this
really free enterprise?

Meanwhile, have you heard about the flap
over display ads from the Nevada Develop-
ment Authority touting Las Vegas as the
ideal location for struggling Southern Cali-
fornia businesses to relocate?

Lipstick Smear

One ad features a prominent red lipstick
smear and a headline that reads: “Keep Your
Business In California And Kiss Your Assets
Goodbye,” with the tag line: “When you’re ready
to ... start making a profit again, give us a call.”

Several media outlets in the region rejected
the ads and related television commercials,
one of which appears on Page 3 in the Aug.
10 issue of the Business Journal.

What’s interesting is that state and
regional economic development agencies
from as far away as Michigan were also
heavily advertising a few years ago during
the boom in this and other publications
and media outlets. Not much was said
about it at the time.

After all, we have agencies here reaching
out to businesses in other cities and states.

Yes, it works both ways. Businesses here

are free to pick up and move to compet-
ing cities in the West, where operating costs
(including taxes) are lower. And businesses
elsewhere are free to move here, which they
do with some frequency.

Nevertheless, with the steep drop in eco-
nomic activity, everyone’s getting a little bit
more concerned about retaining — as well as
attracting — business. How ironic. Or shall T
say, how hypocritical?

Why weren’t we concerned three years ago,
or more recently when we boosted old taxes
and added new ones, and basically increased
the burden of business at a time when many
businesses are at a breaking point?

We’ve deliberately worsened the climate.

So, in Las Vegas, it looks like easy pickins.

Tom York is editor of the Business Journal.
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