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took control of Congress in January 2007."
Virginia Foxx on Tuesday, March 9th, 2010 in a speech on the House floor

Foxx blames recession on Democratic
Congressional takeover

With the United States mired in its
deepest recession in decades, Democrats
and Republicans have sparred over which
party bears the lion's share of blame. In a
March 9, 2010, House floor speech, North
Carolina Republican Rep. Virginia Foxx
made clear which party she thinks is most at fault.
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Foxx spoke after the conclusion of a speech by Rep. Gerry Connolly, a Virginia Democrat.
Connolly said Americans had lost $17.5 trillion in net worth from December 2007 through
March 2009. From that point, Connolly said, Americans began to recover.

"We are not out of the woods just yet,"” Connolly said. "Households lost value every month for
the longest recession since World War Il. But we have turned the corner, and Americans
today have $5 trillion more in net worth because of our actions.”

After hearing Connolly's remarks, Foxx held off beginning her prepared statement on health
care reform so that she could respond to what Connolly said.

"Madam Speaker, | came to talk about health reform, but would first note that the gentleman
from Virginia fails to mention that the economy began its nose dive when Democrats took
control of Congress in January 2007. For 54 months before that, with a Republican president
and Republican control of Congress, the economy was doing very well and growing."

We decided to see if the data supported Foxx's claims. We turned to GDP figures because she
specifically referred to the economy "growing."

Foxx's second argument is a bit easier to verify, so we'll get that out of the way. Foxx said
that for 54 months under Republican control of the presidency and Congress, "the economy
was doing very well and growing."

We aren't sure why she picked 54 months -- that takes us to July 2002, which was neither the
start of George W. Bush's presidency (January 2001) nor the end of the Democrats' brief
majority in the Senate (January 2003) -- but the key statistics don't differ much, so we’ll stick
to her timeline.

During the 54-month period Foxx cited, growth in gross domestic product -- the basic measure
of economic expansion for the nation as a whole -- remained in positive territory for every
single quarter. During that period, the average of the quarterly annualized GDP growth rates
was 2.8 percent -- not earth-shattering, but steady growth. And if you instead date the
statistics back to the official start of the economic expansion -- that is, back to the fourth
quarter of 2001 -- then the average growth rate was roughly the same, 2.7 percent.

So we conclude that Foxx is right to say that the economy experienced growth during that
entire period (although, contrary to what she suggested, the Democrats controlled the Senate
for six months out of the 54).

Now let's look at the notion that "the economy began its nose dive when Democrats took
control of Congress in January 2007."

For the first four quarters of the newly Democratic Congress -- the four quarters of 2007 -- the
annualized GDP growth rates were, in order, 1.2 percent, 3.2 percent, 3.6 percent and 2.1
percent. Each quarter showed positive growth, and the average for those four quarterly
figures was 2.5 percent -- not much lower than the average growth during the previous 54
months.

Officially, the recession started in December 2007. In the first quarter of 2008, GDP fell by
seven-tenths of 1 percent. It rebounded briefly to 1.5 percent growth in the second quarter of
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2008, then got really rocky in the third quarter of 2008. During that quarter and the following
two, GDP fell by 2.7 percent, 5.4 percent and 6.4 percent, respectively. If you date the "nose
dive" to the first quarter of 2008 -- the earliest quarter with negative growth -- that was a full
year after the Democratic takeover.

And if you compare each quarter of 2006 (the last under GOP control) to the equivalent
quarter of 2007 (the first under Democratic control), the pattern does not always favor the
GOP. In both the first and fourth quarters, the 2006 level of growth under the GOP exceeded
the 2007 level of growth under the Democrats. But in the second and third quarters, the
Democrats did better in 2007 than the GOP did in 2006.

We asked an ideological cross-section of economists what they thought of Foxx's claim.

Karen Campbell, a macroeconomics policy analyst with the conservative Heritage Foundation,
said that in her view, "no statistical causation between political party in power and economic
growth was established" by Foxx's statement. Measured by economic growth, "the economy
did not technically begin a nose dive when the Democrats took over."

Economist Gary Burtless of the liberal Brookings Institution wonders what Foxx would say if
the shoe were on the other foot.

"The longest post-World-War-Il business expansion ended in March 2001, one and a half
months after a Republican Administration took office," Burtless said. "That new Republican
administration also had the good fortune to have a House of Representatives and, at first, a
Senate that was controlled by the same party. According to Rep. Foxx’s reasoning, the
recession that began after March 2001 must have been ‘caused’ by the political change-over
in control of the White House. Of course, | think this reasoning is specious, but it is equally
ludicrous to claim that the recession which began in January 2008 was ‘caused' by a change in
political control of Congress that took place in January 2007."

Most of the economists we spoke to agreed that the recession was caused most directly by
long-term trends, especially a bust in housing prices and high energy prices, rather than by
political factors.

"The Democrats can be blamed for setting the economy on a bubble-driven path in the 1990s,
but the Republicans cannot escape blame for continuing this path and allowing an even larger
and more dangerous bubble to develop in the first decade of the 21st century,” said Dean
Baker, an economist with the liberal Center for Economic and Policy Research. "Is Rep. Foxx
claiming that if we just left the Republicans in control, the housing bubble would still be
growing so that we would have an even greater disaster to look forward to at the point when
it finally collapsed?"

Alan Reynolds, a senior fellow at the libertarian Cato Institute, said that it's conceivable that
fear of the Democratic takeover could have spooked the financial markets and pushed the
economy into a recession by depressing household wealth, bank capital and the ability of firms
to raise funds in equity markets. In reality, though, the Dow Jones Industrial average actually
rose from about 12,100 just before Election Day 2006 -- when the Democrats took back the
House and Senate -- to a high of 13,930 in October 2007, which was 10 months after the
Democrats took control of Congress. (The Dow then fell precipitously until early 2009.)

"Anyone who tries to link the ups and downs in business to something happening in D.C. is
obligated to explain what it is that happened,” Reynolds said. "Otherwise, it's likely random
luck. Politicians are not as important as they like to think they are."

We agree. The evidence shows that the economy did not "nose dive" for at least a year after
the Democrats took control of Congress, and experts of various ideological backgrounds agree
that long-term trends in the housing and energy markets played a bigger role in directly
causing the recession. While what happens in Washington can certainly influence the
economy, it is only one of many factors. We believe it is the height of partisan wishful thinking
to imply that one party's accession to power in Congress is to blame for a major recession.
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