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Special Section: Fiscal Transparency and Accountability
Bailout vs. Stimulus

In late 2008 and early 2009, the U.S. economy went into-agdai| brought on largely by

activities by the financial sector over the last several yearshanfailure of the federal

government to regulate that sector and to require openness and transparency about the
instruments being created and the risks entailed. We have added a brief separate section in this
yearo0s report t o [|heHExécutigetBramclovave Gegundoragdsesstha nd t
openness and accountability concerns related to the bailout of the financial sector and to efforts
to stimulate the rest of the economy.

Americans have a right to know how and where public dollars are being Bseal
transparency is crucial for the reporting and the oversight required to ensure the honest and
ethical use of public funds, and for holding accountable public officials if they fail to be good
stewards of those funds.

Over the past year, Congsgsassed two bills to address different aspediseofinancial crisis:
theEmergency Economic Stabilization Athe bailout bill), and th&merican Recovery and
Reinvestment Acfthe stimulus bill). The transparency requirements of the bills are in stark
contrast.

The bailout bill, which passed in the waning days of thé"léhgress and was signed into law

by PresidenBush, granted the Treasury Department broad authority to transfer up to $70 billion
from the public treasury to financial institutions. It creates two sepavatsight bodies, and
requires a number of reports to be submitted to Congress on how the imdistybuted among
financial institutions but has few provisions for these reports to be made public. No reporting
is required of the recipients.

The stimulus bill, in contrast, requires reporting from each recipient of more than $25,000 in
stimulusfunds, and additional reporting from the agencies distributing those funds, and requires
that all data be made public. Moreover, the statute also created an independent board consisting
of Inspectors General (IGs) from several agencies.

For the bailout, snsparency is a bgroduct of oversight by and accountability to Congress. The
oversight and accountability requirements contained in the bailout bill are not intended to
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increase transparency to the publicgeneralwhat the public knows about the lmit is heard

at oversight hearings and gleaned from released repodghere is no way for the public to
hold the executive branch or the funds recipients accourattige than through these
congressional mechanismighe stimulis bill, on the other hath has transparency purposefully
built into the system; transparency is a tool for accountability to the public. A few significant
factors likely help explain the differing transparency requirements in the two bills.

The original bailout proposakent to @ngresdyPr esi dent Bushds Treasury
Paulson, provided for no transparency or oversight of the use of public funds to bailout financial
institutions. I n fact, Paulsonds original pr
by Cangress or the courts. Presid@tiama, on the other harafficially stated his

Admi ni stration would be Acommitted to creatin
Government. 0 Whil e i n hadingicadisidedsenfisdlr esi dent O
transpaency by cesponsorings. 2590 t he fAFederal Funding Account
Act of 2006, 0 which required the execlutai ve br
single searchable website, accessible by the public for free that inshetiis information" for

each Federal awartt was not surprising, then, that the White House strongly supported

provisions that enabled the public to track stimulus spending.

A public backlash developeabainst the bailout, moreover, and the publadeloud calls for
transparency and accountability measures. Polling conducted igiamicary 2009- prior to the

passage ahe stimulus bilk- by Lake Reearch Associates and the Topos Partnership (on behalf

of the Coalition for an Accountable Recovery (CAR)dicated that already weak public

support for the bailout was further eroded by the lack of transparency and accountability. The
research also indicated strong voter support
[ sti mul us] mand ferytheicreatian pfevebaséd tricking and reporting
requiréments. o

Transparency as a Tool for Accountability in Action

Thediffering commitments to transparency in the bailout and stimulus bills, and the practical
implications of those differenceare apparent in the information available
FinancialStability.goyandRecovery.goythe public faceof the bailout and the stimulus,
respectively.

FinancialStahility.gov, run by the Treasury Departmeptovides a fairly comprehensive of the
activities of the Treasury Department in its responsibilities under the Financial Stabilifyhact
Treasury regularly posts updated reports on transactions made undepifad Rurchase

! The name of the engitreceiving the award; the amount of the award; information on the award including
transaction type, funding agency, etc; the location of the entity receiving the award; and a unique identifier of the
entity receiving the award.

2 http://www.openthegovernment.org/otg/stimulustransparencypollresults.pdf
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Program (CPP), reports to Congress, joint statements with other executive branch authorities on
bailout programs, and speeches and testimony presented by Treasury officials. The Treasury has
also begun posting reports on dividend and istguayments related to the bailoltdoes nat

however provide the information in ways that makes it useful for public assessment of the use of
funds or for accountability.
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Al so, Treasury only tracks moneSp nmensythatar as t h
appears to be goingto yourafear n d e r  fi L oncag dctudllynbpriausetattamother

branch, or even cycled to another financial institution. As evidenced by a recent report from the

S| GT ARP SIGTARP $udveyibemonstrates that Banks Can Provide Meaningful

Information on Their Use of TARP Fundsrea3ury can (and should) collect meaningful

information from banks that can help decisinakers and the public assess the utility and

effectiveness of the TARP program
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If, however, you are interested in reports from other executive branch agencies involved in the
bailout (the Federal Reserve, the Federal Deposit Insurance Corporation, the Federal Housing
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Finance Agency, etc) or from various bailoalated oversight bodies (the Special IG for the
Troubled Asset Relief PrograrBIGTARP, the Congressional Oversight PatDP,
Congressional Committees, GAO, etc), you will have to look elsewlf@nethose interested in
finding all bailout related infanation, OpenTheGovernment.org, with funding from the Ford
FoundationmaintainsBailoutWatch.net- a clearinghouse of the latesws eventsfedeal

reports and otheuseful resources
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