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The financial collapse might soon pale in light of the impending collapse in the “real” economy – i.e. the one in which you and I live and work. Employers and state governments are on the brink of creating an unemployment tsunami. Unfortunately, our “social infrastructure”—including social insurance for unemployed and low-wage workers—isn’t in much better shape than the physical one that resulted in the devastation of Katrina and the Minneapolis bridge collapse.  

The situation is beyond the perfect storm. In addition to the current woes of foreclosures, credit crunches and high fuel and food costs, there is now a slowdown in consumer spending, and states, nearly all of which have balanced budget requirements, are cutting back on key services. As this happens, the true recession begins. Firms and state and local governments will produce and spend less. This means more lay offs and less hiring, and increased hardships for large segments of the population. 
During the past three decades conservatives used government to distribute income upward to highly paid workers, business owners, and wealthy investors all the while shifting greater economic risk on to middle and working-class Americans. The result? Gaping inequality and fewer and fewer protections for those who need it.  

Take for example, the 2005 bankruptcy bill, which makes it harder for families to make a fresh start, while doing little to rein in abusive credit card company practices. Or consider the case of unemployment insurance. During the first several decades following World War II, some 40 to 50 percent of unemployed workers typically received benefits. Today, it’s down to about a third of all unemployed workers. Part of the problem is that unemployment insurance is still designed for male breadwinners, despite the steady increase in women’s labor force participation over the last several decades.

For low-wage workers, public “work supports” like health insurance and subsidies that make child care and housing more affordable, play a crucial role in helping make ends meet. But even during the boom, 41 million Americans in working families could not make their ends meet even with these supports. Insufficient funding for housing and child care assistance, even in good times, meant serving a small portion of those with unmet needs. And while health coverage for children has expanded, our fractured health insurance system leaves many uncovered either because their employers don’t provide insurance, they are not eligible for Medicaid, or their insurance won’t pay for what they need.  
Let’s walk and chew gum at the same time -- generate a real stimulus program that also upgrades our social infrastructure. Here are four suggestions:    
First, the federal government should provide funding to states to prevent reductions in essential services. Now is not the time to reduce public health investments, stop transportation projects, cut higher education and lay off K-12 and early education teachers. Help states balance their budgets and stop the cuts.   
Second, recreate our housing infrastructure. In exchange for buying up bad loans, secure foreclosed properties and develop an affordable housing stock.  
Third, expand help for families who are struggling to pay child care and elder care. Safe roads and bridges are vital for our day-to-day living but so is child care and long-term care for disabled and elderly relatives. Virtually every family struggles with how they can pay for care for their loved ones that need it. It is the combination of public and stable, private caring that works bests for families. It will improve productivity and create employment.  

Fourth, replace our outdated and arbitrary poverty measure with a realistic measure of what it takes to afford basic needs and participate fully in society. This measure should be used to gauge whether the eventual economic recovery is reaching all Americans.


 Economic recovery will require bold, public action. This isn’t limited to reforming our financial system. It also means upgrading our social infrastructure in ways that ensure or economy works for all.
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