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Austan D. Goolsbee and Alan Krueger, two former chairmen of the Council of 

Economic Advisers in the Obama administration, are presumably not eager to relive 

the harrowing experience of the Great Recession. Yet the history of the bailout of 

General Motors and Chrysler is important enough that they have taken a close look 

at it in a paper for The Journal of Economic Perspectives.

Mr. Goolsbee, an economics professor at the University of Chicago’s Booth 

School of Business, and Mr. Krueger, a professor of economics and public affairs at 

Princeton, discussed their paper, the recovery of the auto industry as a driver for 

broader economic growth, and how Chrysler proved them wrong.

Looking back at the bailout experience, what did you get right, what you get 

wrong, and why? Did anything surprise you in looking back at this narrative?

Alan Krueger: I think the main takeaway for what we got right is that rescuing 

Chrysler did probably take away from G.M.’s sales and make it more costly to rescue 

G.M.

Austan Goolsbee: I think the thing done most right in this rescue was that the 

process was geared toward the economic and business merits. Surprisingly little time 

was spent on politics. As we say in the study, the politics at that time were terrible. 

Big majorities opposed action. Only after the fact has it gathered a thousand fathers.

Krueger: There’s a longer list of what we got wrong. I’d highlight three things. 

First, auto sales have rebounded more strongly in this recovery than we and most 

other economists were expecting, despite the weaker rebound in gross domestic 

product than most economists were expecting. Second, so far the Chrysler-Fiat 

merger has been much more successful than I expected, and Chrysler was able to 
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increase its market share for five straight years, achieving its largest increase in 

market share since the early 1990s.

Goolsbee: At the time, we both doubted that Chrysler could survive the 

recession even with help from the government. We’re happy to be proven wrong.

Krueger: Finally, and I think this is underappreciated, the auto sector has led 

the recovery to a greater extent and longer into this recovery than has been the case 

in past recoveries, so the rescue and restructuring of the auto industry has paid 

benefits to the entire economy.

You were both skeptical of the wisdom of the Chrysler bailout. The paper 

suggests that there were good reasons for this skepticism (plummeting sales, 

previous failed restructurings). But as you say, it has largely turned out well so far. 

Did this particular episode teach you anything about economic decision making?

Krueger: For me, the main lesson was that in a crisis, economic policy makers 

have to take actions that they would not ordinarily take. When the economy is 

caught in a downward spiral, taking actions to break the cycle and rescue and 

restructure systemic firms, in manufacturing or in other sectors, can have major 

benefits for the economy, and reduce the depth of a recession and facilitate an 

economic recovery.

Goolsbee: Sometimes you do things you never wanted to do simply because 

everything else seems even worse.

Krueger: But, of course, one needs to be judicious in taking such extraordinary 

actions to avoid future moral-hazard problems and to allow the economy’s natural 

process of creative destruction to work, which in the long run raises productivity and 

living standards.

Goolsbee: Amen. Let us never have to do this again.

Are there lessons in the bailout story for unions and corporate governance?

Krueger: I think one lesson for unions, which is a lesson for managers, 

shareholders and politicians as well, is that they should not have short time 
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horizons. They should think about the long-run sustainability of the enterprises in 

which they have a stake. Another interesting development is that the U.A.W. now 

has a representative on the board of G.M. for the first time ever. So far, this seems to 

be working well, and could be a model for other firms.

The paper points out that, at Ford, electronics, software and intellectual 

property account for 30 percent of the average vehicle’s price. Presumably this is 

true of the other manufacturers too. What does that suggest about the future of the 

industry and its work force in terms of shifting education, training and the like?

Krueger: It is clear that manufacturing jobs today require a different skill set 

than manufacturing jobs 30 years ago. Many manufacturing jobs are indeed high-

tech jobs, and that should make it an exciting field for graduates to enter.

Goolsbee: If I.T. becomes as important for cars as it seems headed so far, the 

carmakers of tomorrow might be completely different than the ones we know today.

The paper mentions the difficulty of balancing the needs of economic vitality 

with social and community costs. The next time someone faces this kind of decision, 

what would you advise in terms of guidelines or framework for decision making?

Goolsbee: This happened at a crazy time, fundamentally different than other 

recessions. I guess the first thing I would say is that in a crisis, you can’t afford to be 

sentimental or to dither. You need to get all the facts as quickly as you can and bring 

in as many experts as possible. In practice here, that meant private-sector expertise. 

The auto team, composed of Steve Rattner, Ron Bloom, Harry Wilson and others, 

did an amazing job. It was pretty important, though, to get lots of different people 

with different views in the same room thinking it though. It’s the best chance at 

reaching a wise decision when you’re under that kind of time pressure.

The paper notes that the bailout was an issue in the 2012 presidential election. 

Will it be part of the conversation in 2016, and what does it say about presidential 

leadership, past and future?

Goolsbee: Obama won’t be on the ballot, so I predict this bailout won’t be 

much of the conversation. Plus, when things work out, there’s a tendency toward 
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revisionism. Didn’t Nixon get only 20 percent of the vote in 1972 according to the 

polling in 1975?

Krueger: I think President Obama made a very bold decision in the auto 

bailout, and in rescuing the financial sector and passing the Dodd-Frank Wall Street 

Reform Act as well. I am sure he paid a large political price for his decisions at the 

time, but the economy is on stronger footing as a result. My takeaway is that it is 

important that the president have good judgment, courage and an even temper so 

that decisions are made on the basis of what will do the most good for the country in 

the long run and not based on emotions or political expediency.

Goolsbee: For evaluating potential judgment, I guess all we have to go on is 

what they say in a campaign about what they’re going to do and whether that seems 

like a good idea.

Krueger: And in most cases we also have their track record to examine.

Are you bullish on the auto industry going forward, especially with lower oil 

prices and improved efficiencies?

Krueger: I think the future of the U.S. auto industry is in the hands of the 

managers of the companies and their work force. The analysis in our study finds that 

auto sales seem a bit high given G.D.P., unemployment and other factors, so I would 

expect to see somewhat of a dip in sales over the next few years, but the market 

seems large enough to accommodate the Detroit Three and the transplants — 

domestic U.S. production of foreign owned companies like Honda and Toyota — if 

they make high quality cars.

As economics educators, what lessons do you take from your experience in the 

bailout into the classroom for students and citizens?

Goolsbee: The U.S. was really close to a depression. Really close. I think 

historians will look back and view that avoiding one was the most important 

accomplishment of the time. Not all of that had to do with banks and finance. 

Massive amounts of industry teetered on the brink, too. And policy makers had to 

deal with everything at the same time — banks, housing, cars, unemployment, all of 
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it. I hope people see that the lessons of these rescues are not generally applicable 

outside of a crisis. We don’t want to make a habit out of this.

With the auto-bailout experience in mind, in terms of your personal 

experiences inside government and now at universities, what lessons could 

Chairmen Krueger and Goolsbee impart to Professors Krueger and Goolsbee? And 

alternatively, what lessons could Professors Krueger and Goolsbee impart to 

Chairmen Krueger and Goolsbee?

Krueger: One lesson I take away is that economists should be less doctrinaire. 

We don’t have a monopoly on wisdom. In addition, it is a cliché, but we should not 

let the best be the enemy of the good. One of the things I grappled with is that, given 

that the auto industry is so capital intensive, we probably could have saved more jobs 

per dollar spent if Troubled Asset Relief Program funds were instead allocated to 

other sectors. But in fall 2009, this was not feasible, either legally or politically.

What has it been like to transition from the high-stress situations described in 

the paper, peering into the abyss of this industry and at a potential depression, 

back to academic life?

Goolsbee: I like not sleeping under a desk.

Krueger: Life in the private sector is much less stressful. But working for the 

president of the United States and the American people is a humbling experience 

and a tremendous opportunity. Every day when I walked into work I felt proud to be 

working as part of a team that was dedicated to improving the quality of life of the 

American people.

Goolsbee: Well said.

Are you car enthusiasts? Did the bailout experience affect how you view cars in 

the United States? Would you buy American?

Goolsbee: Chicago’s tough on cars — weather, city parking, etc. I don’t want a 

nice car. Basically, if I can squeeze it into our spot and get my paddleboard on top of 

it, it’s a good car. I will definitely look at American cars next time I’m in the market. 
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Another thing I learned as part of this was how American a bunch of “foreign” cars 

are and how foreign a bunch of American cars are.

Krueger: Actually, I drive my car as little as possible and only have put 18,000 

miles on my 2006 car. I hope that I don’t have to buy another car for at least a 

decade. The quality of cars has increased tremendously over my lifetime, which has 

also made it much harder to tinker with them. But I would consider buying an 

American car when I replace my current one — there may even be driverless cars 

available by then.

This interview was conducted via email and has been edited.
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