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Cozy connections
that led to a crisis

I
n “Reckless Endangerment,”
Gretchen Morgenson and
Joshua Rosner argue that
cozy relationships between
government and the finan-

cial industry were the primary
cause of the financial crisis. In a
series of clearly written narratives
filled with names, dates and fig-
ures, they show that government
officials took actions that benefit-
ed well-connected individuals,
who in turn helped those govern-
ment officials. This mutual sup-
port system thwarted good eco-
nomic policies and encouraged

reckless ones. It thereby brought
on the crisis, sending the econo-
my into a tailspin.

While many economists — in-
cluding this reviewer — have ar-
gued that government actions
caused the crisis, Morgenson and
Rosner use their investigative
skills to dig down and explain why
those actions were taken. To avoid
reckless policies in the future, we
need to understand their causes,
and the authors’ identification of
government-industry links de-
serves careful consideration by
anyone interested in improving
the economy.

The book focuses on two gov-
ernment agencies, Fannie Mae
and the Federal Reserve. The mu-
tual support system is better ex-
plained and documented in the
case of Fannie, the government-
sponsored enterprise that sup-
ported the home mortgage mar-
ket by buying mortgages and
packaging them into marketable
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How do we memorialize endless war?

I
recently came across an old
editorial about American
soldiers caught in a seem-
ingly unending war abroad.
“Had there been any honor-

able way of retreat open to us,”
the piece argued, “we should
have availed ourselves of it as
soon as the facts of the situation
became apparent. But as there
was no such means of escape, we
stayed there, and our tenure has
been very costly in life and mon-
ey.”

So wrote the editors of The
Washington Post, not about the
war in Iraq or Afghanistan or
even Vietnam, but about the U.S.
occupation of the Philippines
more than a century ago. When
the editorial appeared in 1906,
the occupation had been drag-
ging on for almost eight years
since the United States declared

victory over Spain in the war of
1898. Eventually 5,000 U.S. sol-
diers (and at least 250,000 Filipi-
nos) died in a long and brutal
counterinsurgency campaign.

There is no monument in
Washington to the dead of the
Spanish-American War — and
there may never be one to the
American soldiers who have
fought and died in Iraq and
Afghanistan.

The Commemorative Works
Act of 1986, which regulates new
monuments in Washington, pro-
hibits new war memorials until
at least 10 years after “the official-
ly designated end” of the conflict.
As long as our troops remain
mired in the theater of war,
however, will there be an “offi-
cially designated end” to the con-
flicts in Iraq and Afghanistan?

And even if all the troops
return home someday, as those in
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Public-monument scholar
Kirk Savage on what an
Iraq and Afghanistan
memorial might look like
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Preparations for Memorial Day at Arlington National Cemetery.

RECKLESS ENDANGERMENT
How Outsized Ambition, Greed,
and Corruption Led to
Economic Armageddon
By Gretchen Morgenson and
Joshua Rosner
Times. 331 pp. $30

Q: Do you ever feel the urge to pull out your smartphone
while someone else is making a point in a conversation?

Q: Have you ever realized that you were texting or checking
your e-mail while your child was telling you about her day at school?

Q: Have you ever felt that something hasn’t really
happened until you post it on Facebook?

Q: Does a flashing red light on your
BlackBerry make your heart flutter?

Q: Are you spending time with your spouse or
significant other without talking to each other

If you answered
yes to at least

a couple of these
questions, you’re

among the millions
of Americans being

overrun by technology.
Trust me, I’ve been there (and on some days, I still am). I’ve covered

technology for several television networks over the past decade, but while
working at CBS News in late 2009, I realized that technology had gotten the

best of me. I was more distracted and, ironically, more
disconnected than ever before. I was so immersed in technology

and work that I’d neglected several important life events: my
father getting remarried, a good friend’s pregnancy, my

stepbrother getting divorced. ¶ So I spent one year untangling my
wires and streamlining my digital life, including checking out of social networks

for eight months. I rediscovered why I love technology so much — but now it plays
a more manageable role in my life, improving it rather than cluttering it up.
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because you’re each immersed in a different device?

Tech expert Daniel Sieberg
on how to gain control

over your gadgets

l The civilians who
deserve an Arlington
burial. B4
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securities, which it then guaranteed and
sold to investors. The government sup-
ported Fannie Mae — and the other large
government-sponsored enterprise that
deals with mortgages, Freddie Mac — by
implicitly backing up those guarantees
and by providing favorable regulatory
treatment and protection from competi-
tion. These benefits enabled Fannie to
rake in excess profits — $2 billion in
excess, according to a 1995 study by the
Congressional Budget Office (CBO).

The book gives examples of Fannie’s
executives — Jim Johnson, chief execu-
tive from 1991 to 1998, is singled out most
— using the excess profits to support
government officials in a variety of ways,
with plenty left over for large bonuses.
They got jobs for friends and relatives of
elected officials, including Rep. Barney
Frank (D-Mass.), who is tagged as “a
perpetual protector of Fannie,” and they
set up partnership offices around the
country that provided more jobs. They
financed publications in which writers
argued that Fannie’s role in promoting
homeownership justified federal sup-
port. They commissioned work by fa-
mous economists, such as Nobel Prize

crisis from B1 winner Joseph Stiglitz, which argued that
Fannie was not a serious risk to taxpayers,
countering “critics who argued that both
Fannie and Freddie posed significant
risks.”

They made campaign contributions
and charitable donations to co-opt
groups such as the community action
organization ACORN, which “had been
agitating for tighter regulations on Fan-
nie Mae.” They persuaded executive
branch officials — such as then-Deputy
Treasury Secretary Larry Summers — to
ask their staffs to rewrite reports critical
of Fannie. In the meantime, Countrywide,
the mortgage company led by Angelo
Mozilo, partnered with Fannie in origi-
natingmanyof themortgages thatFannie
packaged (26 percent in 2004) and gave
“sweetheart” loans to politicians who had
power to affect Fannie, such as Sen. Chris
Dodd (D-Conn.). The authors write that
“Countrywide and Fannie Mae were inex-
tricably bound.”

Fannie’s lobbying efforts were resisted
by some government officials, who are
the heroes of the book. CBO Director June
O’Neill is praised for refusing to stop the
release of a 1995 study by CBO staffer
Marvin Phaup showing that federal sup-
port increased Fannie’s profits by $2

billion. O’Neill reported that Fannie exec-
utives “Frank Raines and Bob Zoellick
came and met with me and the people
from CBO. All of us had the same feeling
— that we were being visited by the
Mafia.”

Another hero is “none other than John
W. Snow, the Treasury secretary,” who in
2003 “urged the creation of a new federal
agency to regulate and supervise the
financial activities of the government-
sponsored enterprises” and thus aligned
the Bush administration with Fannie’s
adversaries. After that, with the 2004
presidential election in full swing, “Bush’s
unpopularity gave Fannie’s supporters
their greatest hope,” the authors write.
(From 1995 to 2001, I was on the CBO’s
Panel of Economic Advisers but was not
involved in the CBO study. From 2001 to
2005, I was undersecretary of the Trea-
sury for international affairs, and Fannie
Mae issues were not part of the interna-
tional division.)

The Fed takes a beating throughout the
book. Early on, the authors take on the
Boston Fed, and in particular its research
director, Alicia Munnell, for using a study
documenting racial discrimination in
mortgage lending to justify the relaxation
of credit standards, even though other

researchers found the study’s findings to
be flawed. And they criticize the very low
interest rate set by the Fed when Alan
Greenspan was chairman and Ben Ber-
nanke was a Fed governor, saying it
“contributed mightily to the mortgage
lending craze,” and adding that “with the
Fed on a rate-cutting rampage, demand
for adjustable-rate mortgages with rela-
tively low initial interest costs had be-
come incendiary.” I agree that the interest
rate was too low for too long in 2003-05,
but I do not see cozy relationships as the
reason, and the authors do not provide
evidence, as in the case of Fannie.

The claim of a cozy connection be-
tween the New York Fed and Wall Street
gets much more attention. The book sin-
gles out economists at “Timothy Geith-
ner’s bank-friendly New York Fed” for a
“see-no-bubble mentality” during the
housing bubble. It claims that “the banks
knew they held all the cards” when Geith-
nerbecamepresidentof theNewYorkFed
in 2003. It says that financier Sandy Weill
“cultivated Geithner” and approached
him about running Citigroup, and it re-
minds us that “even as Citigroup was
building up its hidden off-balance sheet
risks in 2006, its overseers at the New
York Fed did nothing to rein the bank in.”

The book certainly does not let the
private sector off the hook, but it is very
hard to imagine that heavily regulated
banks could have engaged in such ex-
treme risk-taking without the support of
regulators. Nobel Prize-winning econo-
mist George Stigler warned long ago
about “regulatory capture” — the tenden-
cy for regulated firms to get protection
from their regulators — and the authors
provide considerable evidence of it.
Though they do not always give sources, it
is important to take such claims and
evidence seriously and to introduce gov-
ernment reforms as necessary. This, un-
fortunately, has not happened yet, as the
authors emphasize in the conclusion,
pointing to “the irony of having two of the
nation’s most strident defenders of Fan-
nie Mae sponsoring” the Wall Street Re-
form and Consumer Protection Act of
2010 — which did not reform Fannie Mae.

bookworld@washpost.com

John B. Taylor, a professor of economics at
Stanford University and a senior fellow at
Stanford’s Hoover Institution, is the author of
“Getting Off Track: How Government Actions
and Interventions Caused, Prolonged and
Worsened the Financial Crisis.” He blogs at
Economics One.

Why the regulators and the bankers can’t be friends

There are plenty of anti-technology
manifestos out there these days — Jaron
Lanier’s “You Are Not a Gadget,” Sherry
Turkle’s “Alone Together” and Nicholas
Carr’s “The Shallows” among them — and
many instances of people trying to pull
the plug on connectedness altogether.
But I’m not advocating an all-out war
against technology. To the contrary, I say
it is time to make peace with all our
gadgets and fold them into our lives more
effectively. We need a strategy that that
puts us back in control, rather than
letting technology overwhelm us. Here’s
how.

Step 1: Rethink
Say you spend a total of two hours each

day posting on Facebook or Twitter,
mindlessly surfing the Web, sculpting
your online image, or all of the above, in
ways that don’t relate explicitly to your
job. It doesn’t seem like much, but over
the course of a year, that adds up to
roughly 30 days — an entire month
vanished in the ether. What do you have
to show for it? What else could you have
accomplished in that time?

Even multitasking — the preferred
excuse of the gadget-obsessed — isn’t all
it’s cracked up to be. A study published in
the journal Science in April 2010 found
that performing multiple simultaneous
tasks leaves the brain somewhat baffled
(the phrase “jack of all trades and master
of none” comes to mind), while a 2009
Stanford University study found that
massive multitaskers are easily distract-
ed and have a hard time sorting out
irrelevant information. This unfocused
state often results in irrational decision-
making. Our brains are, as Washington
neurologist Richard Restak put it to me,
being “sculpted” by digital forces.

That’s not to mention everything we’ve
sacrificed in terms of privacy, personal
identity and sleep. No wonder Micro-
soft’s ad campaign for its new Windows 7
mobile devices features the tag line “A
phone to save us from our phones.”

Step 2: Reboot
Unfortunately, gadgets don’t come

with nutrition labels. So I’ve developed a

diet from B1 Virtual Weight Index (VWI) — sort of a
Body Mass Index for the tech-dependent
— that assigns a value to your tech habit.
(See sidebar.) Calculating your score can
give you a sense of how much you need a
digital diet.

If you’re due for a detox, it’s best done
over a weekend.

First, take your digital devices and
assorted tech temptations — anything
needing a charger — and put them in a
box (yes, an actual box; it can be a
shoebox or a dresser drawer). Second,
and this is scary, give someone you trust
the passwords to your social networking
accounts (never for your bank or credit
card accounts, of course), so they can
change them to remove any temptation
to log on. Third, set a message on your
cellphone saying you won’t be available
to check in for a couple of days (let callers
assume you’re on a remote vacation).
Fourth, stop sending texts. You can check
your e-mail, but just once each day,
maybe in the evening. For one weekend,
downsize the communications technol-
ogy in your life.

You might enjoy checking the weather
by stepping outside and looking up rath-
er than tapping a smartphone icon. You
can pick up a book rather than your
laptop. You can exercise more, or engage
in a conversation with someone face to
face. Spend more time reading with your
kids. Organize your closet. Pull out the
musical instrument that has been gather-
ing dust in the basement.

Over the detox weekend, get a regular
old-school notebook and jot down your
answers to the following questions: How
are your face-to-face relationships with
people close to you? How would you
describe your reliance on the technology
in the box? Are you terrified at the
thought of disconnecting?

Revisit these questions constantly
throughout your digital diet.

Step 3: Reconnect
The point of the diet is not to eliminate

gadgets from your life but to assign them
their proper place. One way to do this is
by being vigilant about your e-day — the
time you spend online each day, from
when your digital use starts to when it
ends.

During detox, the length of your e-day
should be basically zero. As you build
back to a healthy digital balance in your
life, your e-day will grow — but it
shouldn’t expand right back to where it
was.

Slowly, start using some of your gad-
gets again, at first for just a one-hour
e-day. Keep a record in your notebook of
the time spent with each one. Notice how
your usage adds up, and ask yourself why
you’re using each device. Has technology
replaced something in your life that
concerns you? Is your identity being
shaped through social networks? (When
something happens, do you find yourself
thinking about how best to describe it on
Facebook?)

Begin to set some boundaries for your
e-day. Establish limits on when people
can expect to hear from you, for instance.
(Even if you’re awake, don’t respond to
work e-mails at 2 a.m.) Begin your e-day
with a cup of coffee, sans gadgets, and
end it by charging your devices in the
kitchen overnight, not in your bedroom,
where they will drain your personal
energy and impede any snuggle time.
Buy an alarm clock; if your BlackBerry or
iPhone doubles as your alarm, it will
demand your attention the moment you
wake up. For one day, at least, set your
smartphone to give no alerts for e-mails
and texts. Check it when you choose to
and on your own time.

Make a note of the times that you
reached for your gadgets. Were you alone
or with others? Was there a lull in the
conversation, or were you just bored? Did
you worry that you were missing some-
thing online — or something right in
front of you?

Over time, set a conscious time limit
for your e-day, whether 90 minutes, three
hours or another realistic goal. If you feel
your willpower flagging, you can always
outsource your self-control. Ironically,
and perhaps aptly, technology can help.
In my book on this subject, I list dozens of
sites and apps that can help you manage
your tech time better. There’s the Web 2.0
Suicide Machine, which assists in elimi-
nating your various social network pro-
files. The management software Rescue-
Time breaks down where all those com-
puter minutes go and helps limit your
time online. And the ValleyZen blog
offers insight on how Zen principles can
help you cut back: For instance, the
“kanso” principle of elimination of clut-
ter translates into keeping favorite sites
to a minimum, closing down old ac-
counts and avoiding having too many
devices in your pocket.

Just don’t spend too much time with
these sites.

Step 4: Revitalize
Going on a digital diet is also about

reconnecting with people and renewing
your relationships. It’s about finding the
time for a coffee date, tucking your child
in with a story, and looking friends and
colleagues in the eye while talking with
them. It’s about taking more control and
recapturing a bit of sanity. After all, no
one is forcing you to become so overload-
ed and frustrated. The answers are, well,
in your hands.

I’ve developed some digital rules to
live by that can help in this stage. Now,
repeat after me:

I will live in the real world. It can be
wonderful to learn more about the lives
of my friends and family members
through social networks, but I won’t let
the screen become my only connection.

I must choose the human or the device.
If someone is talking to me, I will do my
best to put my gadget aside and listen to
them.

I will not be afraid to disconnect. I can
return to the detox stage every once in a
while, perhaps one day a month. It can be
a family event, a reminder of life without
gadgets.

I will trust my instincts. If I worry that

I’m spending too much time browsing
social networks, texting or playing online
games, I probably am.

I will avoid tech turds. I will not just
dump my BlackBerry or smartphone on
the table at a restaurant or at home. I will
keep it in my pocket unless it is critical to
have it out. (That’s a courtesy I’d appreci-
ate as well.)

Finally, I will not be afraid to call out
those people in my life who are burying
their heads in technology too often. I will

take a stand.
But I need to be prepared to have

others tell me the same thing.
daniel.sieberg@gmail.com

Daniel Sieberg, a former science and
technology correspondent for CBS and CNN,
is a contributor to ABC News, MSNBC and
CBS News. This essay is adapted from his
new book “The Digital Diet: The 4-Step Plan to
Break Your Tech Addiction and Regain
Balance in Your Life.”
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