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Government Bailouts
America has always been looked to as the guiding light to democracy, as well as a powerhouse of economic wealth and prosperity. The recent history of the United States economy has painted much more apprehensive view of its financial strength. Businesses failures that were seen as safe investments such as Enron and WorldCom, rattled the financial sector, and left the wallets of Americans that had put their money and faith in their success empty. The confidence gained back in the financial market since those early failures has been lost again with the recent scandals and failures such as Bear Sterns, Bernard L. Madoff Investment Securities, Citi Group, and General Motors. The wake of these collapses has plunged the American economy into a recession and left public officials searching for the answer to trigger the turn around.
The transition from the George W. Bush economics that leaned more in favor of big business, to the much more small-business oriented Barack Obama economics has put heavy emphasis on the idea that government bailouts and sanctions, as history has proven, are the answer. The Penn Central Railroad in 1970, Lockheed in 1971, and New York City in 1975, are all successful bailouts by the United States Government that had good end results.
The Penn Central Railroad in 1970 was desperate for government support. They had failed on hard times, and were looking for a way to right their ship. The initial congressional answer was no, and the railroad was forced into bankruptcy. This cleared the railroad form needing to honor its commercial paper. When congress realized that the effects of the default would have damaging effects on the market, the Fed promised banks that supported the company the necessary backing to do so. This in turn helped investors from losing big and saved the rail line from going out of business. The company later joined together with other hurting rail lines and became Conrail, which turned profits in the 1980’s before being bought by CSX and NS. Rather than letting Penn Central go under and laissez faire take its course, while thousands of people lost jobs and money, the government saw a way to help protect a potentially good business that had simply fallen on hard times. The result was not a meltdown of the capitalist society or a bandage on a bigger problem, but instead the rescue of a company that went on to turn a profit and still be in existence to date.
In 1971 Lockheed, the US Military Airplane producer was left for dead. There was much debate in congress over whether or not the company should receive funds to help them out of their troubles. In the end, congress did decide to give Lockheed the funds they needed because they realized that the collapse could cause the loss of far too many jobs, as well as the slowing of progress with military aero development that could mean a threat for national security. The end result of the bailout was Lockheed had overcame its economic downturn, and six years later was back in the black with all of its loan paid off to the United States government plus interest. 
New York City was not always the most prosperous hub of business in the United States. In fact the 1975 New York City found itself spread too thin, and was hurting for revenues and businesses were struggling to turn substantial profits. President Ford, realizing the devastating effects that could come with a collapse of the New York City financial system, signed the New York City Seasonal Financing Act, which released 2.3 billion dollars in financial aid to help boost the economy. By the mid 1908’s, the city had come out of the slump, and had repaid all of its debts to the federal government.
Much like the General Motors and Chryslers of today, Penn Central Railroad, Lockheed, and New York City, were all major corporations that had taken a few harder hits in the business cycle. Realizing that it would be more draw out hazardous road to recovery for the financial sector, the government decided to act and pump money into the problem to help it rebound. In all three cases the money was paid back with interest and the government actually made profits on their bailouts. The results prove that if the right companies are given money, the bailout gives the company one of the most solid investments possible, which in turn alleviates fears of purchasing the stock. Imagine in New York City had fallen into a slump like Detroit has, America would not be as nearly financially strong as we are today, and that’s considering the already slumping economy we are living in today. In today’s New York they talk about high priced shows and sports, houses and cars; in Michigan they talk about tearing down dead parts of cities to concentrate their salvageable areas.
In Paul Krugman, the Nobel Prize winner in Economics discusses the problems and solutions of the financial sector and how those factors contributed to the crisis of 2008 in his book “The Return of Depression Economics.” His introduction lays a bold, hard-lined, approach to the Great Depression of the 1930’s, Krugman states, “If only Herbert Hoover hadn’t tried to balance the budget in the face of an economic slump… if only [government] officials had rushed cash to threatened banks… the stock market crash of 1929 would have led only to a garden-variety recession” (Krugman 3).  He argues that in the face of a recession, it is not important to move the economy back into green figures. The importance is to get money where it needs to go in order to free up the wallets of companies and citizens who are being squeezed. It works the same as Franklin Delanor Roosevelt’s pump up plan where money was given to the people so they can reinvest into the economy. But in today’s markets the best way to encourage growth is through making consumers and investors feel safe. Its hard to say that an investor can feel any safer than knowing that the government is backing their company. 
Another interesting example bought up by Krugman is “Monetary Theory and the Great Capitol Hill Baby-Sitting Cooperative,” an anecdote that draws links to the current economic stresses. What happened was One Hundred and Fifty couples on Capitol Hill agreed to babysit each other’s children, and in exchange they would receive a coupon that would allow them to pay the next couple. Over time people had a few events they wanted to go to, and would predict for the future and babysit extra evenings in order to stockpile coupons so they could go out more frequently. In turn, the saving of tickets left the market for babysitters starved, and as couples left the market, not turning their tickets coupled with the saving of tickets resulted in a mini depression. People who held tickets were not willing to release them because they knew that not all couples had them, and the people without coupons were not able to work to get them. The problem was solved when they met and realized the issue at hand and issued more coupons to everyone. Krugman concludes, “Recessions in other words, can be fought simply by printing money- and can sometimes (usually) be cured with surprising ease” (Krugman 20). While it may seem unfair to compare the serious problems of our financial markets to a dilemma for which couple will be able to go to the movies on a particular evening, the fact of the matter is that economists use models to explain real life issues all the time. The society they created functioned just like a real market with people spending, saving, and getting in and out of the market. 
The arguments for and against bailouts during the times of recession are that of opinion and belief. People are more worried about the means, and how that will affect their definition of free market economies, and choosing sides. The point of the matter is that when the government decides its going to invest billions of dollars into something, they are certain that those dollars will see a return. No, not every business will get a free handout to save itself from a poor business plan, but companies that have done right in the past like General Motors and Ford should get help. They have provided millions of Americans jobs, and have helped in America gaining its way to the forefront of democracy and wealth.
Small businesses also see to prosper from bailouts. When struggling up and coming businesses can get money and tax breaks that takes pressure off of them to have to cut jobs and products. With more Americans working, it is easier to get money flowing, and when people are not worried about losing their jobs everyday, then they are going to spend and help the economy.
Today’s modern economy rises and falls with confidence. When people are unsure or feel unconfident in a company’s strategy for the future they do not want to invest. When they lose confidence in their paychecks being steady, or their business being able to open its doors in the morning and provide a service, they are not as readily willing to play with their money. By the government showing faith in American companies and putting money back into the economy it makes people feel better about their situation. It tells them that the businesses will come around because the government will not stand to see their businesses fail. It is certainly not the dictionary definition of Laissez faire economics, but if history repeats itself the economy should not only rebound, but rebound better and stronger than ever.
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