
 

 

Special Section: Fiscal Transparency and Accountability 

Bailout vs. Stimulus 
 

In late 2008 and early 2009, the U.S. economy went into a tail-spin, brought on largely by 

activities by the financial sector over the last several years and the failure 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 

yearôs report to look at how Congress and the Executive Branch have begun to address the 

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 spent. Fiscal 

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, Congress passed two bills to address different aspects of the financial crisis:  

the Emergency Economic Stabilization Act (the bailout bill), and the American Recovery and 

Reinvestment Act (the stimulus bill). The transparency requirements of the bills are in stark 

contrast.  

The bailout  bill, which passed in the waning days of the 110
th
 Congress and was signed into law 

by President Bush, granted the Treasury Department broad authority to transfer up to $70 billion 

from the public treasury to financial institutions. It creates two separate oversight bodies, and 

requires a number of reports to be submitted to Congress on how the money is distributed among 

financial institutions ï 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 

stimulus funds, 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, transparency is a by-product 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 public. In general, what the public knows about the bailout is heard 

at oversight hearings and gleaned from released reports, and there is no way for the public to 

hold the executive branch or the funds recipients accountable other than through these 

congressional mechanisms. The stimulus bill, on the other hand, 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 proposal sent to Congress by President Bushôs Treasury Secretary, Henry 

Paulson, provided for no transparency or oversight of the use of public funds to bailout financial 

institutions.  In fact, Paulsonôs original proposal Treasuryôs actions could not be reviewed even 

by Congress or the courts. President Obama, on the other hand, officially stated his 

Administration would be ñcommitted to creating an unprecedented level of openness in 

Government.ò While in the Senate, President Obama had indicated his ideas on fiscal 

transparency by co-sponsoring S. 2590, the ñFederal Funding Accountability and Transparency 

Act of 2006,ò which required the executive branch to create what became USASpending.gov ï a 

single searchable website, accessible by the public for free that includes specific information
1
 for 

each Federal award. It was not surprising, then, that the White House strongly supported 

provisions that enabled the public to track stimulus spending. 

A public backlash developed against the bailout, moreover, and the public made loud calls for 

transparency and accountability measures. Polling conducted in mid-January 2009 -- prior to the 

passage of the stimulus bill -- by Lake Research Associates and the Topos Partnership (on behalf 

of the Coalition for an Accountable Recovery (CAR) ) indicated 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 for ñfull and open reporting on how the recovery 

[stimulus] money is spenté [and for] the creation of web-based tracking and reporting 

requirements.ò
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Transparency as a Tool for Accountability in Action 

The differing commitments to transparency in the bailout and stimulus bills, and the practical 

implications of those differences, are apparent in the information available on 

FinancialStability.gov, and Recovery.gov, the public faces of the bailout and the stimulus, 

respectively.    

FinancialStability.gov, run by the Treasury Department, provides a fairly comprehensive of the 

activities of the Treasury Department in its responsibilities under the Financial Stability Act. The 

Treasury regularly posts updated reports on transactions made under the Capital Purchase 
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 The name of the entity receiving 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. 
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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 interest payments related to the bailout. It does not, 

however, provide the information in ways that makes it useful for public assessment of the use of 

funds or for accountability. 

 

If  you are planning, for example, to use any information from Treasuryôs reports, be prepared to 

spend some time recreating data: all reports are posted as PDFs.    

 

 

 

Also, Treasury only tracks money as far as the bankôs official headquarters. So, money that 

appears to be going to your area (under ñLocal Impactò) may actually be in use at another 

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

SIGTARP titled ñSIGTARP Survey Demonstrates that Banks Can Provide Meaningful 

Information on Their Use of TARP Funds,ò Treasury can (and should) collect meaningful 

information from banks that can help decision-makers and the public assess the utility and 

effectiveness of the TARP program. 

_blank
_blank
_blank


 
 

All that said, the site is overall a good source of information about Treasuryôs use of bailout 

funds.  

 

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 

Finance Agency, etc) or from various bailout-related oversight bodies (the Special IG for the 

Troubled Asset Relief Program- SIGTARP, the Congressional Oversight Panel- COP, 

Congressional Committees, GAO, etc), you will have to look elsewhere.  For those interested in 

finding all bailout related information, OpenTheGovernment.org, with funding from the Ford 

Foundation, maintains BailoutWatch.net --  a clearinghouse of the latest news, events, federal 

reports, and other useful resources. 
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