Sorkin: ‘Too big to fail’ persists

Author of book on 2008 financial crisis says problems that brought it on remain.

By Matt Hughesmhughes@timesleader.com, October 19, 2011
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Andrew Sorkin was featured guest speaker of The Allan P. Kirby Center Lecture Series on Tuesday on the campus of Wilkes. (Pete g. wilcox/the times leader) 
WILKES-BARRE – For a few minutes Tuesday, it was Sept. 15, 2008, all over again.

Investment banking giant Lehman Brothers Holdings had just filed for Chapter 11 bankruptcy protection and Andrew Ross Sorkin had just finished writing a front-page story about it for the next day’s New York Times.

Returning home at 2:30 a.m. and thinking “the world was on fire,” Sorkin woke his wife.

“It’s like a movie,” Sorkin told her.

“No, Andrew, it’s like a book,” she replied.

Sorkin, who went on to both write a book and co-produce a movie about that day and the turbulent weeks that followed, took the capacity crowd at Wilkes University’s Dorothy Dickson Darte Center for the Performing Arts back to September 2008, and “what the other side of the cliff looked like” at that time.

The author of the 2009 bestseller “Too Big To Fail: The Inside Story of How Wall Street and Washington Fought to Save the Financial System -- and Themselves,” as well as a New York Times columnist and a CNBC personality, was the guest speaker Tuesday at Wilkes’ Allan P. Kirby Center Lecture Series in Free Enterprise and Entrepreneurship.

Sorkin said that despite some efforts at regulatory reform the essential problems that plagued Wall Street in 2008 remain.

“I would argue to you today, sadly, that the ethos on Wall Street hasn’t changed one bit,” he said. “The idea that greed is good hasn’t changed at all.”

The fundamental problems of debt, which he called the spark of every historical financial crisis, and corporate conglomerates so swollen they are not only too big to fail but also too big to manage, remain, Sorkin said.

And even government’s means to manage those problems are limited in a global economy.

“When I started this project, the phrase ‘too big to fail’ was only used to describe financial institutions,” Sorkin said. “If there is a sequel to this project, and I hope this doesn’t happen, it’s going to be about Europe.”

Despite the somewhat grim outlook, Sorkin’s observations brought applause after his hour-long speech.

For Harveys Lake resident Kathleen Coslett, meeting Sorkin was a thrilling opportunity.

Coslett, 53, had a small speaking role in the HBO movie adaptation of “Too Big To Fail.”

“Andrew Sorkin’s book was phenomenal,” she said. “So interesting and enlightening to see how all of these people lived and what was really going on during the time of the crisis.”
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'Too Big to Fail' author Sorkin talks Wall Street, government intervention at Wilkes

By Michael R. Sisak (Staff Writer), Published: October 19, 2011

Andrew Ross Sorkin walked in the door at 2:30 in the morning, fresh from filing a front-page story for The New York Times on an extraordinary economic shift.

In rapid succession, the federal government authorized an $85 billion bailout of the insurance firm AIG; Bank of America bought out the flailing brokerage house Merrill Lynch; and the financial services firm Lehman Brothers filed for bankruptcy.

Sorkin, a business reporter for the Times for more than a decade, stirred his wife awake and started telling her about all that had just transpired.

"It's like a movie," Sorkin said, recalling the Sept. 15, 2008 exchange during a lecture Tuesday night at Wilkes University in Wilkes-Barre.

"No, Andrew," his wife said, "It's like a book."

They got both.

Over the next year, Sorkin interviewed more than 200 Wall Street executives and government officials and their minions for a book called "Too Big to Fail." HBO, earlier this year, turned the book into a movie starring Paul Giamatti as Federal Reserve chairman Ben Bernanke and William Hurt as the former Treasury Secretary Henry Paulson.

As he researched the project, Sorkin told a standing-room audience at the Dorothy Dickson Darte Center, he began to develop an understanding of the "other side of the cliff" - what would have happened without government intervention.

Within days of the AIG bailout and the Lehman bankruptcy, officials within the Federal Reserve were fearing a crippling domino-effect beginning with the bankruptcies of Morgan Stanley and Goldman Sachs and ending with the collapse of a seemingly unrelated entity: General Electric.

Treasury Secretary Tim Geithner, president of the Federal Reserve Bank of New York at the time, ordered five underlings to model out how the U.S. unemployment rate would be affected if the government did not bail out flailing financial firms.

Without intervention, the projections showed, unemployment would reach 24.6 percent within a year of the AIG bailout and Lehman bankruptcy. With intervention, unemployment is at 9.1 percent.

"That's what the other side of the cliff looked like," Sorkin said. "If you want to measure where we are today, measure it against that."
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