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Vulture Capitalism? Try Obama's Version
A profit-driven economy is preferable to one run by political favoritism.

By KIMBERLEY A. STRASSEL
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President Obama is no fan of Mitt Romney-style "vulture" capitalism. So what's his

alternative?

All those Republicans grousing about the president's attacks on private equity might

instead be seizing on this beautiful point of contrast. Mr. Obama, after all, is no mere

mortal president. Even as he's been busy with the day job, he's found time to moonlight

as CEO-in-Chief of half the nation's industry. Detroit, the energy sector, health care—he's

all over these guys like a cheap spreadsheet.

Like Mr. Romney, Mr. Obama has presided over bankruptcies, layoffs, lost pensions,

run-ups in debt. Yet unlike Mr. Romney, Mr. Obama's C-suite required billions in taxpayer

dollars and subsidies, as well as mandates, regulations, union payoffs and moral hazard.

Don't like "vulture" capitalism? Check out the form the president's had on offer these past

three years: "crony" capitalism.

The case study is the solar-panel maker Solyndra, which was part of a green-energy

sector that even by 2009 was flailing. The president took one look at the industry's utter

lack of both profits and sellable products, and yelled "that's my baby!" The stimulus bill

shipped tens of billions of dollars to the Energy Department to pour into green companies

via grants and loans. It promised five million jobs.

The Energy Department's nuclear physicists were admittedly a bit flummoxed by the

whole P&L thing, but they got their venture-capitalism groove on and in 2009 handed

Solyndra a $535 million loan guarantee. Even prior to disbursement, government

accountants were warning that Solyndra was a lemon, but the White House didn't worry.

After all, the IRS had only recently and conveniently tripled the tax credit (to 30%) for

buyers of Solyndra products, which the government figured would help grease their

start-up's skids.

Unfortunately, the physicist-CFOs

overlooked that whole "global energy

market" factor—easy mistake! Foreign

competitors were already piling into

Solyndra's niche. Unable to compete, the

firm went bankrupt last year. And, oh, the

carnage! It was kind of like . . . GST Steel!

Only worse. Solyndra laid off 1,100

employees. It provided no severance, not

even back pay due for vacation credits.

But a bankruptcy judge would later

approve $370,000 in bonuses for 20

employees.
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Items for auction at Solyndra headquarters in
Fremont, Calif.
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Mr. Obama railed against the high-dollar

Silicon Valley investors who lined up in front of government to "suck" the remaining "life"

out of the bankrupt firm, even as employees were left to . . . Oh, wait. He said no such

thing. He was probably too busy doing damage control on his other government-

subsidized energy bankruptcies, from Beacon to Ener1. Or running down the latest report

of a government-funded, instantaneously combusting electric car. (Karma, anyone? Now

at the low, low price of $103,000. Fire extinguisher included.)

Speaking of cars, Detroit is the business venture Mr. Obama's team has been most

flogging as a success. True, General Motors and Chrysler are still turning their lights on,

though they'd have arguably been doing the same had they been left to go through

normal, orderly bankruptcies like those that helped the steel and airline industries

restructure to become more competitive.

To get to the same place, Mr. Obama's crony capitalism handed $82 billion in taxpayer

dollars to the two firms. That bailout money went to make sure the unions that helped

drive GM to bankruptcy (and helped elect Mr. Obama) did not have to give up pay or

pension benefits for current workers. They were instead rewarded with a share of the new

firm. The UAW at GM meanwhile used the government-run bankruptcy to bar some 2,500

nonunion workers who had been laid off from transferring to other plants. How truly

vulture-like.

Contract law was shredded, as unions were given preference over other creditors, such

as pension funds for retired teachers and police officers. Congressmen used political

sway to keep open their weak auto dealerships, forcing layoffs at stronger ones (vulture .

. . vulture . . . vulture). Political masters obliged the industry to pour resources into

unpopular green cars. The political masters were obliged to offer $10,000 tax credits to

convince Americans to buy them. (They still won't.) And the message to every big

industry? Go ahead, run your business into the ground. The Capitalist-in-Chief has your

back (especially if you are unionized).

So, take your pick. Mr. Obama's knock on free enterprise is that it is driven by "profit," and

that this experience makes Mr. Romney too heartless to be president. The alternative is

an Obama capitalism that is driven by political favoritism, government subsidies,

mandates, and billions in taxpayer underwriting—and that really is a path to bankruptcies

and layoffs. If the president wants to put all 3,545 green stimulus jobs he's created up

against Bain's record, he should feel free.

Mr. Romney could make the comparison himself. Ronald Reagan ran against Jimmy

Carter's own industrial policy, and to great success. Viewed in isolation, "vulture"

capitalism has some PR downsides. Viewed against the alternative, it's a flat-out winner.

Write to kim@wsj.com
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