Mandel talk, Telluride  
I’m usually a very punctual person. 
But I’m really one year late for this speech. I was supposed to speak here in 2008, and had to pull out at the last minute because of the financial crisis. 
Sara and the rest of the crew were nice enough to invite me back to this very important conference, despite my last minute no-show. 

What have I been doing since then? Covering the crisis, of course, and our avoidance of the abyss. I’ve also spent a lot of time on economic and financial literacy for adults and kids—how can we help people make sense of this all. And I’ve been thinking a lot about the future.  

And that brings me to my topic: Early childhood investment in the aftermath of the financial crisis 

There’s been a lot of ink spilled about all the evil and stupid things that Wall Street bankers have done. But truthfully, I view the financial crisis as a symptom rather than a cause.  

Even before September 2008, the decade leading up to the crisis was pretty dismal. 

I recently ran some charts on my blog, Economics Unbound.   

We had virtually no growth in private sector jobs from 1998 to 2008. 
Real incomes of young college grads were down 11% from 2000 to 2008

Despite weak income growth, we had a vast amount of overspending on goods—items like automobiles, houses, clothing, consumer electronics.  We were focused on the present rather than the future. 
Soaring trade deficit and skyrocketing debt created enormous economic vulnerability 

So it wasn’t simply that Wall Street bankers made a mistake. 

This isn’t a case where we have to patch a leaky roof. Rather, we have to worry about the foundations caving in. 

If we don’t change what we are doing, there’s a good chance we are looking at an even bigger financial crisis 4-5 years down the road. We could see a plunging dollar, rising inflation, falling standards of living.
We must have a sense of urgency—we must strengthen the foundations of the economy and the society, make something we can build on. 

We need more spending on social intangibles rather than private goods. 

We need to spend more on all sorts of intangibles, from early childhood education to higher education to training to research and development. 

It’s all part of a broader shift in focus. 
All of these items, incidentally, are counted by the government as consumption, rather than investment.  So buying a new computer for a Wall Street bank counts as investment, paying for more early childhood education counts as consumption. So currently, if we boosted the amount of money for early childhood education, it would show up as a decrease in the national savings rate.  
Thinking about early childhood investment in particular--. 
When you look at a house, you may not see the foundation. But that’s what is holding up the house. Boosting early childhood investment is absolutely key for rebuilding the foundation for future growth. 
Yes, finding the money is going to be hard, given the budget realities and given the size of the debt.  But if the foundation of your house is bad, you have to fix it, even if it means skimping on other things. Otherwise the end result can be a collapsed house 
Building support among businesses and politicians: 

Having information on ROI helps (though I have to tell you that business people see hokey ROI figures for new projects all the time)

Appealing to competitiveness helps (though many large businesses have one foot in this country and one foot somewhere else). 

But the real argument: if we don’t do this, if we don’t fix early childhood investment, we will have a failed economy. The foundation will collapse. 

EPIC FAIL

Our ability to have a functioning economy depends on having most of the workforce contributing.   

I hate to say this, but the media has for the most part not made the connection between the crisis and the deeper human capital problems. Looking for quick fixes, like restricting bank pay, does nothing to fix the real problems. 
We are at a crucial point. The bailouts have created a window of opportunity before the next financial crisis might come—perhaps 4-5 years of stability at the cost of taking on a lot more debt. 
Now is the time to move. And I know that the people in this room will be leading the way. 
Thanks very much. 

