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STATEMENT OF ISSUES

PRESIDENT OBAMA TOOK AN OATH OR AFFIRMATION TO THE
CONSTITUTION EXHIBIT C ATRICLE II SECTION 1 BEFORE HE ENTERED
ON THE EXECUTION OF HIS OFFICE. THERE IS ABSOLUTELY NO RIGHT OR
AUTHORITY FOR THE EXECUTIVE BRANCH UNDER, SECTION 2 OF THIS
ARTICLE OR ANY PLACE ELSE IN THE CONSTIUTION TO MAKE HUGE
PURCHASES OF PRIVATE CORPORATIONS, WITHOUT CHECKS AND
BALANCES.

PRESIDENT OBAMA IS A BIG SUPPORTER OF GLOBAL“FREE” TRADE,
WHICH HAS, AND IS, DRIVING THE STANDARD OF LIVING DOWN, FOR 80%
OF AMERICAN CITIZENS. SEE CHART EXHIBIT C, PAGE 3. THE OTHER 1%
IS DOING VERY WELL. THIS GLOBAL “FREE” TRADE DOES NOT PROMOTE
THE GENERAL WELFARE FOR THE PEOPLE. THE FIRST THREE WORDS, OF
THE PREAMBLE, OF THE CONSTITUTION ARE: WE THE PEOPLE. IT IS NOT,
“US THE PEOPLE”, THE 1%. GLOBAL “FREE” TRADE, ITS FINANCIAL BASE,
IT*S PROMOTION, AND SALVATION, MUST NOT TAKE A PRIORITY OVER,
MAINTAINING THE INTEGRITY OF OUR CONSTITUTION.NEVER IN HISTORY
OF THE UNITED STATES HAVE UNCONSTITUTIONAL MEASURES LIKE
WHAT CONGRESS, FEDERAL RESERVE BOARD AND THE EXECUTIVE
BRANCH ARE PARTAKING IN,BEEN EXECUTED. SEE EXHIBIT W.

THE TARP FUNDS codified at 12 U.S.C. 5201, ARE THE FUNDS THE
EXECUTIVE BRANCH USES IN THIS SALE. THESE FUNDS ARE MASSIVE AND
EQUAL 5% OF THE U. S. GDP. THIS IS BASICALLY A BLANK CHECK,
ALLOWING THE SECRETARY OF THE TREASURY TO PURCHASE TROUBLED
ASSETS AS PART OF THE EXECUTIVE BRANCH, WHERE NO ONE CAN BE
PROSECUTED, FOR ANY MISUSE OF TARP FUNDS THEREOF. THIS IS AN
OBSCENE VIOLATION OF THE CONSTITUTION. THE PRESIDENT AS THE
HEAD OF THE EXECUTIVE BRANCH, HAS BY HIS POSITION, SOLE



AUTHORITY, IS DICTATOR, OF SAID FUNDS, OUR CONSTITUTION DOES NOT
USE TRUST, OR ALLOW DICTATORS, BUT INSTEAD CHECKS AND
BALANCES. ARTICLE II SECTION 2, 3, 4 DOES NOT ALLOW THIS,
INTRUSION INTO THE PRIVATE MARKET, WITH THE USE OF TAX PAYER
MONEY, UNCHECKED. THE PRESIDENT CAN AUTHORIZE, AND/OR ON A
WHIM BUY WHATEVER PRIVATE ENTITY HE SO DETRIMINES, A
TROUBLED ASSET. THERE ARE NO CHECKS AND BALANCES, JUST TRUST.
THIS VIOLATION OF THE CONSTITUTION SETS A PRECEDENT THAT CAN
NOT STAND. THIS IS ALL IN THE NAME OF SALVAGING THE PRESENT
GLOBAL “FREE” TRADE SYSTEM. THIS IS THE SAME SYSTEM THAT,
ENRICHS A FEW, THE 1%, WHILE THE 80% LOSE.SEE EXHIBIT C, B1, B2,
AND THE COSTS IS: OUR CONSTITUTION, OUR FREEDOM, AND OUR FORM
OF GOVERNMENT. THIS ASSET SALE MADE POSSIBLE BY UTILIZATION OF
THESE TARP FUNDS CAUSE ME INJURY, AND MUST NOT BE ALLOWED,
THEY ARE UNCONSTITUTIONAL, AND THEREBY CAN NOT BE USED IN THIS
SALE.

CAN ANY REASONABLE PERSON PROCLAIM THE “NEW”GM WILL
SURVIVE FOR 1 YEAR 2 YEARS LET ALONE 20 OR 40 YEARS AND SUSTAIN
ITS PENSION OBLIGATION TO ME IN THE PRESENT FORM. FEW, IF ANY
FRUIT STAND ENTREPENEURS WOULD ACCEPT ITS STOCK, IF IT WERE
NOW AVAILABLE, IN TRADE. THE INJURY FOR ME IS THE FORCE OF LAW
TAKING AWAY AND SELLING OFF THE COLLATERAL OF MY EARNED,
ACCRUED PENSION (30 YEARS OF SERVICE) IN THIS SALE OF THESE ASSETS
WITHOUT CURE FOR ME.

CHECKS AND BALANCES, ARTICLE III SECTION 2 OF THE
CONSTITUTION STATES: “THE JUDICIAL POWER SHALL EXTEND TO ALL
CASES, IN LAW AND EQUITY, ARISING UNDER THE CONSTITUTION”. THIS
IS HOW WONDERFUL, OUR CONSTITUTION IS, PROVIDING FOR, ALWAYS
REQUIRING, THE CHECKS AND BALANCES THAT SUSTAIN OUR REPUBLIC.
ALSO, ARTICLE VI REQUIRES THE JUDGES, AND ALL JUDICIAL OFFICERS
IN EVERY STATE BE BOUND BY THE CONSTITUTION. THE JUDICAL
BRANCH, LEGISLATIVE BRANCH, AND EXECUTIVE BRANCHS OF
GOVERNMENT OVER SEEING EACH OTHER, FORM THE TREE OF OUR
LIBERTY IN THE UNITED STATES OF AMERICA.

THE HOUSE OF REPRESENTATIVES VOTED IN THE TARP PROGRAM EVEN
THOUGH 90% OF AMERICANS WERE SAYING, NO. THESE AMERICANS
REALIZED THAT THESE “FREE” TRADE POLICIES, SEE, EXHIBIT C. ARE
DESTROYING THE U.S. MANUFACTURING JOBS, AND THUS, THEIR,”THE
PEOPLES”, STANDARD OF LIVING. THIS ACTION TAKEN BY THE HOUSE OF
REPRESENATIVES RUNS AGAINST THE PREAMBLE OF OUR CONSTITUTION,
OF PROMOTING GENERAL WELFARE. ARTICLE I SECTION 8 STIPULATES
THE POWER OF CONGRESS, THE CONSTITUTION CLEARLY DOES NOT GIVE
CONGRESS THE AUTHORITY TO MAKE FOR SUCH AN ABSURD LAW, THAT



ABDICATES THE CHECKS AND BALANCES THE CONSTITUTION DEMANDS,
THUS, VIOLATING THERE DUTY AND RESPONSIBILITY, UNDER THE
CONSTITUTION.

THE LAST PARAGRAPH OF SECTION 8 STATES: “TO MAKE ALL LAWS
WHICH SHALL BE NECESSARY AND PROPER FOR THE CARRYING INTO
EXECUTION THE FORGOING POWERS, AND ALL OTHER POWERS VESTED IN
THE CONSTITUTION, IN THE GOVERNMENT, OF THE UNITED STATES, OR IN
ANY DEPARTMENT OR OFFICER THEREOF”. THIS CERTAINLY DOES NOT
MEAN PROVIDING A BLANK CHECK, OF SUCH GREAT MAGNITUDE, AND
MAKING NO ONE ACCOUNTABLE FOR MISUSE OF THESE FUNDS, WHILE
VIOLATING THE DELICATE CHECKS AND BALANCES THAT THE
CONSTITUTION REQUIRES. THE USE OF THESE TARP PROGRAM FUNDS IN
THIS SALE OF ASSETS, OR THE 363 TRANSACTION, STRIKES A SEVERE,
FATAL, BLOWS TO OUR CONSTITUTION, AND IS NOT LEGAL.

NOW IF THIS SALE WERE TO GO FORWARD, COULD I BE LEFT IN
CONFIDENCE THAT ERISA ALSO CONTROLLED BY THE PRESIDENT, WILL
PROTECT MY PENSION IN CASE UTILIZATION OR OCCURANCES
ENVOLVING ANY /ALL OF THE FOLLOWING U.S. CODE(S): EXHIBITS

JEFG. H 1, J, K, LM,V SEE, TITLE 29 SUBTITLE C 1341, TERMINATION OF
SINGLE-EMPLOYER PLANS,  TITLE 29 SUBTITLE D 1362-LIABILITY
FOR TERMINATION OF SINGLE-EMPLOYER PLANS UNDER A DISTRESS
TERMINATION OR A TERMINATION BY CORPORATION, SUBTITLE 29
SUBTITLE D 1367 RECOVERY OF LIABILITY FOR PLAN TERMINATION,
TITLE 29 SUBTITLE B part 3 1083 MINIMUM FUNDING STANDARDS FOR
SINGLE-EMPLOYER DEFINED PENSION PLANS, TITLE 29 SUBTITLE A
1303 OPERATION OF A, CORPORATION, TITLE 29 TITLE 29 SUBTITLE D

1369, TITLE 29 SUBTITLE D 1362, TITLE 29 SUBTITLE D 1363, TITLE 29
SUBTITLE D 1364, ANY OTHER PERTINENT US CODES IN TITLE 29

SUBTITLE A,B,C, ORD. EMPHATICALLY NO, WITH THE PRESIDENT BEING
THE HEAD OF THE EXECUTIVE BRANCH OF GOVERNMENT IS IN CHARGE
OF BOTH THE OWNER, AND THE POLICEMAN, OF PENSION OBLIGATION.
THAT IS A DIRECT CONFLICT OF INTEREST. HE CAN FIRE, OR REPLACE
ANYONE WHO DOES NOT DO WHAT HE ASKS. SEE EXHIBIT U. THESE
TITLE 29 CODES. AFTER A SALE OF THESE ASSETS, BECOME TANGLED IN A
DICTORIAL CONFLICT OF INTEREST.

I WAS LAID OFF FROM THE “OLD” GENERAL MOTORS DURING THE GAS
CRISIS IN 1973. MANY OF US (THE WORKERS) WONDERED WHY GM WAS
NOT GOING AFTER A LARGER PERCENT OF THE FUEL EFFICIENCY CAR
MARKET. GM WAS BASICIALLY GIVING THAT SHARE OF THE MARKET TO
FOREIGN AUTO MAKERS, THIS WAS AND IS PROVING TO BE A FATAL
MISTAKE, NOT JUST FOR GM , BUT FOR THE U.S. MANUFACTURING BASE



AND THE STANDARD OF LIVING IT PROVIDES AMERICANS. AFTER THE
SALE OF “OLD” GM WAS APPROVED BY THE HONERABLE ROBERT E
GERBER, THE CEO/PRESIDENT OF THE “NEW” GM FRITZ HENDERSON WAS
ON ALL THE MAJOR NETWORKS., SEE EXHIBIT T, HE SAID: “DESPITE THE
RECENT DOWNTURN, GM HAS MAINTAINED ITS CADENCE OF STRONG NEW
PRODUCTS, IN THE U.S., FOR EXAMPLE, CHEVY CAMARO HAS SURGED
PAST ITS RIVALS TO LEAD ITS SEGMENT,”, THIS IS NOT A GAS EFFICIENT
CAR, AND IS IN A MARKET SHARE THAT IS RAPIDLY ON ITS WAY TO
DISTINCTION. THE OTHER VEHICLES HE MENTIONED ON THIS LIST WERE
ALL (EXCEPT FOR THE $40,000 OVER PRICED VOLT) GAS INEFFICIENT, AND
DINOSAUR REMNENTS OF THE “OLD” AUTO MARKET. HE DOES NOT GET
IT. SINCE 1973 TO THE PRESENT “OLD” GM HAS LOST MASSIVE MARKET
SHARE. WHO CAN HAVE ANY ASSURANCE THAT CEO HENDERSON WILL
NOT CONTINUE DOWN THIS SAME PATH.

THE U. S. IS A REPRESENTATIVE GOVERNMENT. UNFORTUNATLY, THE
1% OF CITIZENS, WHOSE INCOMES ROSE RAPIDLY THE LAST 20 YEARS ARE
MONOPOLIZING THIS REPRESENTATION. PRESIDENT CLINTON PUSHED
THRU CONGRESS NAFTA, AND GATT WITH 75% OF AMERICAN CITIZENS
AGAINST IT. HE ALSO MANAGED TO PUSH THROUGH CONGRESS A
DECISION TO REPEAL THE GLASS-STEAGALL ACT OF 1933. SEE EXHIBIT P.
PRESIDENT BUSH ALSO A BIG PROPONENT OF THIS “FREE TRADE” POLICY,
PASSED MORE FREE TRADE AGREEMENTS AND PUSHED THRU TARP. HE
SAID THE BANKS AND FINANCIAL GROUPS WERE: “TO BIG TO FAIL”, YET
THE PRESIDENTS, AND CONGRESS HAD, SEE EXHIBIT Q THE ANTI TRUST
LAWS AND MUCH MORE U.S. CODE AT THEIR DISPOSIAL. SEE EXHIBIT O
TITLE 12 1820 ADMINISTRATION OF CORPORATION, EXHIBIT N TITLE 12
1828 REGULATIONS GOVERNING INSURED DEPOSITORY INSTITUTIONS AND
YET, THE GOVERNMENT HAVING THE LEGAL AND REGULATORY
AUTHORITY, DID NOTHING TO PREVENT OR STOP THIS ECONOMIC
CATSTROPHY.

THE LAISSEZ FAIRE ATTITUDE TOWARD THE BANKS, AND FINANCIAL
INSTITUTIONS BY THE U. S. GOVERNMENT, PLUS, ITS ATTITUDE OF
GLOBAL “FREE” TRADE AS A TOP PRIORITY, (MAKING WRECKAGE OF OUR
CONSTITUTIONAL GOVERNMENT) CAUSED THIS DOWNTURN. WITH THIS
GLOBAL “FREE” TRADE’, CONSUMERISM BECAME 70% OF THE U. S. GDP,
THIS IS THE FUEL FOR GLOBAL “FREE” TRADE. WITH GOOD PAYING
MANUFACTURING JOBS GOING OVERSEAS (TAX LAWS ENCOURAGED THIS)
AMERICAN CONSUMERS WERE ALMOST OUT OF PURCHASING POWER THE
SAVINGS RATE WAS NEAR 0%. THE U. S. GOVERNMENT AND THE FEDERAL
RESERVE WITH A HANDS OFF POLICY,ON REGULATION, ALLOWED
BANKS, INSURANCE COMPANIES, FINANCIAL INSTITUTIONS MORTGAGE
INSTITUTIONS, FUND MANAGERS AND OTHERS FREE REIGN IN THE
HOUSING MARKETS AND ALL ITS FINANCIAL, UNREGULATED,
MUNIPULATIONS. THIS TRINKLED DOWN TO THE CONSUMER THRU



REFINANCING AND SPECULATION PUTTING MONEY IN HOME “OWNERS”
POCKETS THRU THERE OWN SPECULATION, AND REFINANCING, CAUSING
THEM “DEBT”. THIS CAUSED A HUGE HOUSING BUBBLE. THESE, BANKS,
INSURANCE COMPANIES, MORTGAGE COMPANIES, AND MOST OTHERS ON
WALL STREET MADE MASSIVE WINDFALL PROFITS, BONUSES AND
EARNINGS. EVEN THE FEDERAL STATE AND LOCAL GOVERNMENTS WERE
REWARDED BY TAXING THIS INCOME. THIS MANUFACTURED BUBBLE
CREATED MORE CONSUMERS BUYING AND THUS MORE FUEL, FOR
GLOBAL “FREE” TRADE.

THE BUBBLE BURST, UNCOVERING MASSIVE FRAUD, BUT IT IS NOT
SUPRISING THAT ALMOST NO ONE IS BEING PROSECUTED. WHO IS REALLY
GUILTY? THE LAWS ARE ON THE BOOKS. THESE SAME GOVERNMENT
OFFICIALS ARE NOW BUYING (PARTIALLY WITH MY TAX DOLLARS, AND/
OR FUTURE TAXES) “OLD” GM. THEN THEY WILL SELL OFF THE
COLLATERAL THAT SUPPORTS AND GUARANTEES MY EARNED, ACCRUED
PENSION. THIS IS DOUBLE JEOPARDY. IT WOULD BE A MISCARRAIGE OF
JUSTICE TO ALLOW. 1 WANT A CURE, IN THE FORM OF A LUMP SUM
PENSION PAYMENT.

THE SOLUTION OFFERED THE BUYER WAS THE WORST, OF ALL,
OPTIONS AVAILABLE. THE U. S. GOVERENMENT, INSTEAD OF USING TARP
MONEY, COULD/SHOULD HAVE FORWARD PURCHASED 2,000,000 ELECTRIC
VEHICLES WITH THE GREEN REQUIRMENTS IT MAY REQUIRE, FOR
EXAMPLE 100 OR 150 MILES PER PLUG IN. THIS WOULD BE SIMILAR TO A
DEFENSE CONTRACT (PASSED BY CONGRESS WITH OVERSIGHT AND
CHECKS AND BALANCES) TO BE FILLED IN X# YEAR(S). THE US
GOVERNMENT WOULD PRE PAY FOR SOME OF THE COST TO ALLOW THE
“OLD” GM, IMMEDIATE CASH TO SUSTAIN THEM THRU THIS DOWNTURN
THESE VEHICLES WOULD BE SUPPLYING THE POST OFFICE, AND ALL
OTHER NON SECURITY RELATED AGENCIES. IF THIS WERE DONE
EVERYONE WOULD WIN THE TAX PAYER, MANUFACTURING WORKERS,
“OLD” GM. THE ONLY LOSER WOULD HAVE BEEN “FREE” TRADE AND THE
FREE TRADERS (1%), LET THE GOVERNMENT, LEAD, BY EXAMPLE IN
THERE DESIRE FOR A GREENER AMERICA. THIS WOULD PROBABLY
QUICKLY TRINKLE DOWN AND BE UTILIZED BY STATE AND LOCAL
GOVERMENTS. THERE ARE AND WERE OTHER SOLUTIONS AVAILABLE,
THE QUESTION BECOMES WAS THERE A MOTIVE TO ONLY OFFER THIS, AS
THE ONLY SOLUTION.

MANY CONGRESSMAN AND SENATORS STATED THEIR DESIRE OPENLY
TO INSISTING ON BANKRUPTCY TO REDUCE OR DELUTE THE LIABILITES
ACCRUED BY MANY UNION MEMBERS, THUS MAKING THE “NEW” GM
LEANER AND MORE COMPETITIVE. THIS IS UNFAIR TO WORKERS. BY
LIMITING THE BENEFITS, THE UNIONS IN THE FUTURE, WILL NOT HAVE
THE OPTION OF FAIRLY REPRESENTING THEIR MEMBERS, THESE WORKERS



ARE NOT LIKE CONGRESSMAN OR SENATORS, WHO CAN AND DO RAISE
THEIR OWN BENEFITS AND PAY. THERE WILL BE NO REASON FOR
WORKERS TO BE IN, OR JOIN A UNION. THIS IS THE FUTURE FOR FAIR
REPRESENTATION OF WORKERS THIS SALE LEGITIMIZES. THE ONLY
SOLUTION THE GOVERNMENT OFFERED UP WAS ONE THAT WOULD
UNDERMINE FAIR UNION REPRESENTATION, NOT AS I STATED, ONE THAT
WOULD INCREASE THE CHANCES OF SURVIVABILY AND ENHANCE “OLD”
GM, S BOTTOM LINE AND MAINTAIN FAIR UNION REPRESENTATION. THE
GOVERNMENT SHOULD NOT BE IN THE BUSINESS OF UNDERMINING
MANUFACTING WORKER, AND ABUSING THE U. S. CONSTITUTION IN SO
DOING. THIS IS EVIDENCED IN PART BY THE 6 YEAR NO STRIKE CLAUSE
THE UNION WAS FORCED TO AGREE TO IN THE NEGOTIATIONS WITH THE
BUYER. THIS IS THE FIRST BLOW TO FAIR REPRESENTATION, AND THE
DESTRUCTION OF UNION(S). THE GOVERNMENT IS A PURCHASER WITH
INTERESTS THAT ATTACK RETIREES BENEFITS, BEFORE THEY EVEN GOT
THERE FOOT IN THE DOOR. SEE EXHIBIT U THEY RENEGOTIATED
BENEFITS DOWNWARD, BUT THE BONUSES ON WALL STREET STILL FLOW.

IEMPAHATICALLY BELIEVE THIS SALE TO THE “NEW” GM, PUTS MY
EARNED PENSION AS IT NOW STANDS IN SEVERE JEOPARDY IN THE
FUTURE, AND THAT IN THE FUTURE THE COLLATERAL BEHIND IT WILL BE
GONE. ITIS ALSO ILLEGITIMATE TO USE THESE UNCONSTITUTIONAL
TARP FUNDS THAT HAVE NO CHECKS AND BALANCES, THUS ARE
DICTORIAL, USING ONLY TRUST, IN THIS PURCHASE OF A PRIVATE
CORPORATION. THE U. S. GOVERNMENT IS ENGAGING IN
UNCONSTITUTIONAL AND UNFAIR PRACTICES BY SUPPORTING THE
SALVATION OF GLOBAL TRADE OVER THE U. S, CONSTITUTION. THIS IS
EVIDENT BY COMPAIRING PAST TARP USES. AIG A GLOBAL FREE TRADE
PLAYER, GOT AND STILL GET THERE BONUSES (THE U. S. NEGOTIATORS
SAID IT WAS IN THEIR CONTRACT) VERSUS “OLD” GM, (IT WAS IN THEIR
CONTRACT), THEY WERE FORCED TO REDUCE THEIR BENEFITS AND HAD
TO AGREE TO A 6 YEAR NO STIKE CLAUSE, JUST A FEW OF THESE AIG
BONUSES WOULD HAVE PAID FOR ALL OF THE THOUSANDS OF THE
MANUFACTING WORKERS TAKEAWAYS. SOME POLITICIANS ELECTED TO
THE OFFICES OF THE U. S. GOVERNMENT ARE VIOLATING THERE OATH TO
THE CONSTITUTION WHEN THEY LET THE FREE TRADERS DOMINATE OUR
GOVERNMENT AND THUS VIOLATE OUR CONSTITUTION.

ALSO I AM NOT, OR EVER HAVE BEEN, A MEMBER OF THE UAW AND I
AM FILING THIS PRO SE, PLEASE EXCUSE ERRORS IN PROCEEDURE OR
LEGALITY OR OTHER, THAT I WAS UNAWARE OF.

CAN THE COURT OR ANY REASONABLE PERSON GUARANTEE THE
“NEW” GM CAN SURVIVE TO PAYOUT ALL OF MY ACCRUED PENSION IN ITS
PRESENT STATE, FOR THE REST OF MY LIFE? IF NOT THEN A LUMP SUM
PAYMENT IS THE ONLY CURE. AT BEAR STEARNS THE GOVERNMENT



OFFICIALS PULLED OFF A WEEKEND FIRE SALE, THE RESULT, IT HAD TO BE
RENEGOTIATED BECAUSE THE BUILDING ALONE, WAS WORTH MORE
THAN THE STOCK PRICE THEY WERE OFFERED. THIS SALE WOULD DENY
ME ANY FAIR, NEGOTIATION IN THE LIKLEY, EVENT OF FAILURE OF THE
“NEW” GM. THE ASSETS BACKING UP MY PENSION WILL ALREADY BE
SOLD. SEE EXHIBIT R AFTER WORKING 30 YEARS TO EARN MY PENSION
RIGHTS FROM GM THIS IS MY ONLY SOURCE OF INCOME.

RESPECTFULLY
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EXCLUSIVE: Walpin fights back to save
OIG

Joseph Weber (Contact)

EXCLUSIVE: —
Life

The ingpector general fired by President Obama after stk

concluding a California youth academy misused at

least part of $847,673 in federal grants said Tuesday

he is fighting back to save the entire Offices of the

Inspector General.

Improve your overall fitness.

i
|
"For a second 1 was thinking, 'Why do I need all of : PHILIPS |

this?' I'll just resign and go back to my good legal _ rerer ity |
practice in New York," inspector general Gerald > @I 000 ety Google

Walpin told The Washington Times America's

Morning News radio news show on Tuesday.

"But I would then be part of the apparatus that is totally torpedoing the inspectors general,”
Mr. Walpin continued. "The watchdog would not really be a watchdog. He'd just be afraid of
his shadow."

He filed a lawsuit I'riday that states the firing broke a 2008 law governing on how waichdogs
can be dismissed.

Mr. Walpin, inspector general of the Corporation for National and Community Service since
2007, was removed on June 10. In a letter telling Congress of his decision, Mr. Obama said he

no longer had confidence in Mr. Walpin, but did not elaborate.

Mr. Walpin says he was fired because he targeted an Obama supporter, Sacramento Mayor
Kevin Johnson, who founded the St. Hope Academy, a nonprofit high school in that city.

hitp://www.washingtontimes.com/news/2009/jul/21/walpin-fights-back-save-oig/print/ 71212009
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Mr. Johnson, a former NBA all-star, also was the academy's chief executive office wheit ihe

federal AmeriCorps grants were received from 2004 to 2007. |

The U.S. Attorney's Office for the Eastern District of California conducted a separate
investigation and conclude this spring the academy improperly handled the funds.

"St. Hope did not appropriately spend AmeriCorps grant awards and education awards in
accordance with the terms of grant requirements and did not ?dequately documenti its
expenditures of grant awards," acting U.S. attorney for the Eastern District of California,
Lawrence G. Brown, said on April 9.

Under the terms of the agreement, the academy must repay $423,836.50, half of the total grant
money, and Mr. Johnson must attend mandatory grant-administration training.

The agreement also ended the city being cut off from federal stimulus money.
Mr. Walpin said Tuesday the academy is insolvent and will never repay the moncy.

However, the U.S. Attorney’s Office in California provided documents showing the acodemy
and Mr. Johnson have each made an initial payment of $73,800.

Agency spokeswoman Lauren Harwood said the remaining payments are not past due and
the office has received no notification the academy has filed for bankruptcy.

"We have cvery reason to believe the money will be repaid,” she said.

Mr. Walpin's lawsuit also states the administration violated the watchdog law by failing io
interview him and his staff, not telling Congress 30 days before an inspector general i
dismissed, and not giving a full explanation about the dismissal.

However, days after the firing, a White House lawyer wrote a letter to a small group of
senators stating Mr. Walpin at a May 20 meeting was "confused, disoriented, unablc i
answer questions and exhibited other behavior” that led the board of the corporatior io
question his ability to serve as inspector general.

The White 11ouse has not returned a call for comment.

Though it's not part of the suit, filed in a federal District Court in Washington, D.C.., Mr.
Walpin's lawyers stated in their legal brief that the case "raises serious questions of apc
discrimination” because of the accusations that Mr. Walpin, who is 77, seemed unablic io
function.

http://www.washinglontimes.com/news/2009/jul/2 L /'walpin-fights-back-save-oig/print/ F7212000
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PRESERVATION OF CAPITAL "No warning can save a peopls determinea
to grow suddenly rich.” - Lor¢ Overstong
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Alm's for the Poor? Charts
by Paul Kasriel Emav [T
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In the Sunday, February 10, 2008 op-ed section of The New York Times, Dallas Fed

economists W. Michael Cox and Richard Alm argue that consumption is "a better s gk e o s
guideline of economic prosperity than income® (You Are What You Spend). The authors SiGi Ur YooRi!
point out that while the share of national income going to the richest 20 percent of U.S. I
households rose from 43.6% in 1975 to 49.6% in 2006 as the share of national income

geoing to the poorest 20% of households fell from 4.3% to 3.3%, the poorest really have

not been falling behind so much if consumption is taken into consideration. Although

before-tax household income in 2006 for the richest 20% was $149,963, 15 times as big

as the $9,974 income of the poorest 20% of households, the richest spent on consumer

goods and services only four times as much as the poorest. The richest 20% consumed

about 47% of their before-tax household income; the poorest 20% consumed 182% of

their before-tax income. In other words, the poorest U.S. households, similar to the U.S.

economy as a whole, are running a huge deficit - spending on consumption goods and

services more than they produce. And you felt sorry for the poor!

[ don't devote my research to income distribution, but to national aggregates -
aggregate deficits, aggregate indebtedness, etc. As I alluded to above, the U.S. ran an
absolute and relative record current account deficit in 2006 of $811 billion, or 6.15% of
GDP. This mcans that in the aggregate, we spent $811 billion more in 2006 than we
produced. There are only two ways an economy or an individual can spend more than it
or he produces - borrow and/or sell assets.

Now, let's not restrict the definition of economic prosperity just to consumption of goods
and services. Let's include homeownership. After all, do not the poorest 20% of
households derive pecuniary and nonpecuniary benefits from home ownership? Chart 1
shows that Llhe homeownership rate in 2006 was 68.8% vs. only 64.6% in 1975, the
years that Cox and Alm use for comparative purposes.

Chart 1
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There is a line item in the Federal Reserve's Flow-of-Funds data -- "net financial
investment” in Table F.100 -- that goes a long way in explaining the "prosperity" to
which Cox and Alm refer. Net financial investment is the difference between households' ‘During’ A Recession.
net acquisition of financial assets and the net increase in their liabilities. In a previous You Can Too With
commentary (Gene Epstein’s Great American Savings (sic) Myth), I demonstrated that This..

when net financial investment is negative, household total spending must he larger than
household income. Chart 2 shows the behavior of household net financial investment as
a percent of personal income. Beginning in 1999, household net financial investment has
been negative, indicating that total household spending has exceeded household

income. In 1975, household net financial investment was positive 8.3% of personal
income; in 2006, it was negative 5.9% of personal income.
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Chart 2

Households: Met Financial Investmant as % of Personal Income
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Chart 3 shows household total credit market borrowing as a percent of personal income.
In 1975, househotd credit market borrowing was 4.3% of personal income; in 2006, it
was 10.9% of personal income.

Chart 3
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Exhibit B2

Households: Total Credit Market Borrowing as % of Personal Income
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Chart 4 shows household credit market debt as a percent of the market value of total
household assets - tangible and financial. In 1975, the household debt-to-asset ratio
was 12.4%; in 2006, it was 18.6%.

Chart 4

Households: Credit Market Debt as % of Markel Value of Total Assels
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Sourve: Haver Analytics

50, yes, the poorest 20% of households might be enjoying increased “prosperity” today
relative to 1975. But if the households in the aggregate are spending maore than their
incomes and the richest 20% are spending less than their incomes, then it must be that
the "bottom" 80% are spending considerably more than their incomes. That is, the
bottom 80% have become "prosperous” by going into debt up to their eyebrows. I sure
hope the consumer durables they have purchased with borrowed funds have a long
useful life because the bottom 80% are likely to find it more difficult spending more than
they earn inasmuch as household credit availability is tightening significantly {see Charts
5 and 6).

Chart 5
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Chart 6
FRB Sr Off Survey: Banks 'ﬁghtening Standards: Other Consumer Loans

FRB Sr Off Survey: Banks Tightening Standards: Consumer Credit Cards
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Paul Kasriel is the recipient of the 2006 Lawrence R. Klein Award for Blue Chip Farecasting
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Household income in the United States
FFrom Wikipedia, the lee ency clapuedia

Huusehold income 1s 4 measare el current private income commonly used by the Uniled States government and private institutions. ‘To medsure the incoric o o
household, the pre-tax money receipls of' all residents over the age of 18 over a single yeur are combined. Mosbo! these receipts are in the lorm of wiges wrid salares. bt
many other fonms ol income, such as uncmployment insurance, disability, child support, ¢ic., ure included as well. The residents of the houschold do rol e o o renaled
1o the hougehalder Tor their carnings do be considered part of the houschold's incomne. (U As houschalds 1end 10 share a common ceonomie fale, the nse o: 1 Gich
remairs among the most [ir and widely accepled measures of income. Hlowever, (he size ol a household, which is cornmonly not considered, creates siys
which ollset gains or deereuses in honschold income and makes direel comparisons between gnintiles irn]x)ssib:lc.l?‘l

oM
Lulortions

In 2007, the median anaugi household income rose 1.3% to $50,233.00 according Lo the Census Bureaw B e real median cacnings of men who worked
round climbed between 2006 and 2007, lrom $43,460 (0 $45,113, For women, the corresponding inerease was [rorn $33,437 Lo $35,102. The median incornic
meniber (including al! working and non-working members above the age of 14) was $26,036 in 2006191 In 2008, there were approximalely 116,011,000 e S
United States. 1.93% ol all households had annual incomes exceeding $250,000.15112.3% fell below the federal poveny tweshotd®! and the botlom 20% wireed s tha:
$19,178.1'Ihe agpregate incane distribution 15 highly concentrated lowards the top, witl the top 6.37% camirg roughty one third of gll ineome, and thoxe witl: npper
iiddle incomes control a laege, though declining, share of the totat camed ineorme. B2 Incoime inequality in the United States, which had decreased slowsy «ier Woie
War Il antil 1974, began to inerease in the 19705 until reaching a peak in 2006. 1L declined a lilte in 2007.1 Houscholds in Lhe top quintile, 77% of whch kad wa o mun
ireume caeners, had incomes exceeding $91,705. Houscholds in the mid quintile, with a mean of approximalely one income camer per hauschold had ncores between
$36,000 and $57,657. Houscholds in the lowes! quintile had incomes less than $19,178 and the majority had no income camer 'Y

LIRS
o Pondselodd

‘I'he 2006 cconomic survey also found (hat houscholds in the (op two income quintiles, those with an annual houschold ineome cxeecding $60,000, had & mecim of twwe
income camers while iose in the lawer quintiles (2nd and middle quintile) had median of only one income eamer per honsehold. Due Lo high uncmploymenl zmoens dhose
in Ui lowest quintile 1he median number of income eamers for (his paricular group was zero. 31 Overatl, the United Statey followed (he (rend of other da vl wions
wills a eclatively large popalation ol relatively allluent houschelds ontnumbering the poor. Among those in belween the extreines of he income strata dare @ tarew number off
housceholds with modueralely high mddle class incomes!®! ang an even Jarper munber ol houscholds with maderately low incomes.[*! While the median Loaschuld nicome
has inercased 30% since 1990, i1 has increased only slightly when considering inflation. In 1990, the median household income was $30,056 or $44 603 ir 2603 Goflars
While personal incomne has remained relatively slagnant over (he past few decades, houschold income has risen due Lo the fsing percentage of households wilh bwo or nore
income camers, Betw.zen 1999 and 2004 houschold income stagnated showing a slight increase singe 2004 1111121 Aceording to the Burcau of Lcononic Avadys
capila income has increased every year for the past 10 years, with an annual average of 5.2% gains lor the pasl 4 years. ‘The recently releascd US Income Mobiliy Study
showed economic growih resulled inrising incomes for most laxpayers over the period from 1996 1o 2005, Median inceines ol all taxpayers inereased by 24 porcent ad
adjusting for inflation. The real incemes of two-thirds ol all taxpayers increased over Lhis pedod. Income mobility ol mdividuals was considerable in e 1S coonoemy
during the 1996 through 2005 period with roughly hall of taxpayers who began in the botlom guintile moving up Lo a higher inceme group within 10 vear< in addiion, the
inedian incomes ol those imitially in the lower inceme groups increased more than the median incomes of those initially in the higher income groups |31

1% por
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Houscehold incoine in the US

This graph shows the percentage of the populataon perincome groups § 10,000 increments spart, except
Tor the [urtbest two right columns wingh are separated by inerements of $50,000

. Houscholds e T . . . .
Inceme range (thousands) Percent Percent below Mcean number of carners Mean hooschold stee
$0 1o $25,000 (28.22%) 0 2 )

Under $2,500 2,566 2.20% 0: 0.23 1.97
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Please nate that all fivures are presented in 2003 dolfurs,

Since 1967, the median housebold inceme in the United Stales has risen by 31%,
Nuctuating, several nimes. “The rise in bouscheld ineome is largely the result of an
increase in personal inceme among college gradoales, a group that has doubled in size
sinee the 1960y, and women entering the labor force. Today, 42% ol all houscholds have
two income carners. touschold income increased dramalically faster Lor aiTluent

househelds with incore inequalily having increased steadily since the 1970512210301

While household incoine bas increased, its grow(h has been slowed by a decrease in

married-couple hovseholds who tend o have two camers and, therelore, higher incomes.

While Ihe proportion of wives working year-round in married couple louschoids with

children bas increasee lrom 7% in 1967 1o 39% in 1996, the propartion of such

househotds amony [he general population has decreased. This means that that the share

the must ceoroniically prospereus type of houschold in the has been dwindling in the “his praph shows the income of the piver: percentiles rom 1967 1o 1udd in

Uniled States in 1969, more than 40% of al) houscholds consisted ol a married couple dotlars 1271
willi chitdren By 1996 only a rough quacler ol US housceholds consisted ol married
couples with children As a cesult of these changting household demographics, median
houschold income rose relatively slowly despite an ever Increasing female labor furce Beal Medlan Housebald Income: 1967 to 2005
and a cousiderable increase i the pereentape ol collepe gradualcs.ml o LT ol o mmna
i 3 R — :
"From 1969 1o 1996, median houschold ineome rose 4 very inodest 6 3 om0 |- i N — b
6 percent in comtant dollars... The 1969 10 1996 stagnation in median 40000 - :
Fousehold income may, in lael, be largely a rellection ol chanpes in the 14,000 /. ] e -
size and composition of houscholds rather than a reflection ol a ” 1000 weom ; _
siggnating economy."- John McNeil, US Census Durcau :
X508 ———re —
Overall, the median household income rose [rom $33,338 in 1967 (o an all-fime high of tupio e -
$44,922 in 1999, and bas since decreased shightly 1o $43,318. Decreases in houschold 14,060 — -
ncoine are visible duning each recession, while increases are visible during economic 1b0% o
uplurns. These Muctuations were [elt across the income strata as the incomes ol both, the B
95th and 20ih percenule were allecled by Nacluations in the econotny. Income in the o E i 3 TR -
period between 1967 and 1999 grew considerably [asler among wealthier houscholds e e e e T TR

than it did antong poorer houscholds. For example the ousehold ineome Tor the 8O

precentite, the lower hreshold for the lop quintile, rose Irom $55,265 in 1967 to $86,867 Median houscheld income between 1965 aud 2005, Graph by the © 58 ¢ s Buiea
n 2003, a 57 2% increasc “The median houschold ineome rose by 30% while (be income 1281

for the 20th pereentile (the lower threshold for the second lowesl quintile) rose by only

28% Irom $14,002 to $17,984. As the majanity of houscholds in the top quintile had two

income carness, versus zere for the lowest quintile and (hat the widening gap between the top and lowest quintile may largely be the relleclion ol changiny inouschond

demopraphics including the addition ol women Lo the workforcee 2713 [ouschold dernopraphies are not, however, the cause ol the growing gap betweer e 1o 5"
the rest ol the upper quintile. The p 5% had lewer dual camer houschiolds and Tull-tire workers than the top quintile overall. [n 2003 2 houschold i the 9 nere
carned 77.2% more than a houschold in the 800 percentile, compared to $0.5% in 1967, a 27.6% increase in Lhe carnings inerease discrepancy belweedr: L i

Overall the income of the 95 pereentile prew 15.2% faster than that of the 80, 146.8% [aster than Lhat of the median and 159.9% faster than that of he 28 pereentsie
132]

RS

Hauseholds in the Lop 1% cxperienced the by lar grealest increases in household income. According 1o cconomist Janet Yellen “the growth [in real incosic] was hedv iy
concenlrated al the very Lip of the (op, thal s, the fop | pereent.!>* A 2006 anatysis of IRS income data by economists limmanucl Saex al the University o- ( aiifonsa
Berkeley and Thomas Pikelly al the Paris Sehool of Lconoinics showed that the share ol incomme held by the (wp 1% was as large in 2005 as fu 1928, The dale ceveahed Ll
reported income increased by 9% in 2005, with the mean for the lop 1% inereasing by 14% and that (o e bottom 90% dropping slightly by 0634311

While per-capita, disposable income las increased 464% since 1972, 1t has only mercased moderately when inflation s considered. In 1972, disposahte persoral income

was determined e be $4,129; $19,385 in 2005 dollars. In 2005, disposable personal income was, however, $27,640, a 43% increase 331301 Qince (he Late TGN Boiselo.g
income has tallen slightly 1371

Data 2007 2000 1997 1994 1991 1988 985 . 1982 1979 1976 1973 97 197

pmi?'l': $17.951 519142 $17601  $16484  $16580 §17006 $16306 $15548  $16457  $15615  F1584 $1512%6 104 00

\12‘[’]'[?]'; $43.5.8  $44.853  $42294  $30613  $30,679 340,678 $IKSI0 $I6BIL  $38,649 536,155  $ITT00 $ISEI2 s ik

mrccf‘;ﬁ:‘; $H6,567  $87,341  $R17ID $77,154  §TATSO $75,593  $71.4330 $66,920  $68,318  $63,247  $64,500 $60,148 o5 16
451h

porcentile $154,120 155,121 $144,616 $134,835 5126969 3127958 $Il‘),45‘);$lll,5|6 F111,445 F100.839  §102,243  $95,000 a8 628

SOURCE: US Census Burcau, 2004127) (age 44/45)

Inlernational comparison

Median household income for olber countrics is shown in the table below. T data Tor cach country has been converled

to US dollars using Purchasing Powcer Panly (oblained (rom the Oli(fl)).lsgl Median household income in the Uniled

Slates reaains shightly higher than in the UK and Ireland, yel lower than that of Switzecland. [tis importand lo note that the difTererices in median houseloie: pooiie
belween US slales car: be as large as those between the developed rations. The median houschold incorne of the UK, for example, is comparable 10 sl of Tlonda or Soail:
Caraling, while Switzerland is comparable lo New Jersey or New |lampshire,

Couniry Median household income nnti(ma! carrency uuils  Year PPP raie (OEC,D),: Mgdian ht-nusehuld inéumc {rere
Swilzerlandl ™1 (gross) 101,504 CIIE, $8),274 2006 1762142 $55,901

hitp://en.wikipedia.org/wiki/lHouschold income in_ the united states 7000



. Houschold incomc in the United States - Wikipedia, the free encyclopedia Pape éi ol 11

Exhbi] B g3
Mot surprisingly the lowest income group was composed ol those houscholds headed by individuals younger than 24, followed by those headed by persors oo i
75. Overall, houscholds headed by persons above the age of seventy-live had a median houschold income of $20,467 wilh the median houschold income por rai.
houschold being $18.645. These ligures support the general assumplion (hat median houschold income as well as the median income per member ol houschole
among those households headed by middle aped persons, increasing with the age of the houscholder and the size of the houschold until the householder reaclaes 4
o4 Wilh retirement income replacing salarics and (he size of (he houschold declining, the median household income decreases as well 1241

Apprepate income distribution

The aggregale income measores the combined income camed by all persons ina particular income group. T 2007, all househalds in the United States catnoe roag s
$7.896 trillion 12!, One hall, 49.98%. of all income in the US was carned by households with ao income over $100,000, the top twenly percenl. Over ome Guanier 28 59,
olall incomne was eamad by the top 8%, those houscholds carning more than $150,000 a year. The top 3.65%, with incomes over $200,000, camed 17 5% 1:inuse 5
wilh annual incomes liom $50,000 o $75,000, 18.2% ol houscholds, carncd 16.5% of all income. {1ouseholds with annual incomes from $50,000 10 $95,000, 28 19,0
houscholds, camed 28 8% ol'all income. Tbe boltom 10.3% camcd L.06% of all income.

Distribution of Income

Family Incoime

Belore-lax 1.8, Gimily income Before-tax U.S. family incomne .5, income distrihution 1947-2007 1).8. income distribution 1967-2003
distribution 1989-2001 (mean) distribution 1989-2004 (median)

Pereent clange in family ael incoine

Change in mean belose-1ax U5, Change in median before-lax LS.
lamily income (1989-2004) lamily income (1989-2004)

Heflore-Tax Family Iscome in the U.S. [rom 1989-20041261 :
{thousands of 2004 dollars) :

I_n,[ur(, lax ldrmly income (Incdn)

Percentiles of net mum 1989 1992 1995 908 200[ 2004
90-100 2051 1585 172, 8 2063,272.7 256.2
75-89.9 ' 46 670 650 783 837 879:
50-74.9 - C OS2 480 SO0 iS43 (627 606
25-49.9 369 364 386 393 421 422
Less (an 25 o ’ 215 my 229 :-236 256 251
belore tax family income (median) o e e
Percenttles of nef wor th :]989 1992 1995 1998 2001 20043
90- 100 - '__"'Fn47 106.6 9.1 :1024 1347’438

75.89.9 612 567 526 o
50.74.9 ' C a3 432 436 470 44 524
25-49.9 323 322 353 353 1372 370'f
Less than 25 1S3 172 178 185 1210 205

Houschold income over time
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Wealth, Income, and Power

by G. William Domhoff
September 2005 (updated May 2009)

This document presents details on the wealth and income:distributions in the United States,
and explains how we use these two distributions as power indicators.

Some of the information might be a surprise to many people. The most amazing numbers
come last, showing the change in the ratio of the average CEOQ's paycheck to that of the
average factory worker over the past 40 years.

First, though, two definitions. Generally speaking, "wealth" is the value of everything a
person or family owns, minus any dcbts. Howcver, for purposes of studying the wealth
distribution, economists define wealth in terms of marketable assets, such as real estate,
stocks, and bonds, leaving aside consumer durables like cars and household items because
they are not as readily converted into cash and are morc valuable to their owners for use
purposes than they are for resale (Wolff, 2004, p. 4, for a full diseussion of these issues). Once
the value of all marketable assets is determined, then all debts, such as home mortgages and
credit card debts, are subtracted, which yields a person’s net worth. In addition, economists
use the concept of financial wealth, which is defined as net worth minus net equity in owner-
occupied housing. As Wolff (2004, p. 5) explains, “Financial wealth is a more 'liquid' concept
than marketable wealth, since one's home is difficult to convert into cash in the short term. [t
thus reflects the resources that may be immediately available for consumption or various
forms of investments."”

We also need to distinguish wealth from income. Income is what people earn from wages,
dividends, interest, and any rents or royalties that are paid to them on properties they own. In
theory, those who own a great deal of wealth may or may not have high incomes, depending
on the rcturns they receive from their wealth, but in reality those at the very top of the wealth
distribution usually have the most income.

The Wealth Distribution

[n the United States, wealth is highly concentrated in a relatively few hands. As of 2004, the
top 1% of households (the upper class} owned 34.3% of all privately held wealth, and the next
19% (the managerial, professional, and small business stratum} had 50.3%, which means that
just 20% of the people owned a remarkable 85%, leaving only 15% of the wealth for the
bottom 80% (wage and salary workers). In terms of financial wealth (total net worth minus
the value of one's home), the top 1% of households had an even greater share: 42.2%. Table 1
and Figure 1 present further details drawn from the careful work of economist Edward N,
Wolff at New York University (2007).

Table 1: Distribution of net worth and financial wealth in the United States, 1983-2004

Total Net Worth
Top 1 percent Next 19 percent Bottom 80 percent

1983 33.8% 47.5% 18.7%
198% 37.4% 46.2% 16.5%
1992 312% 46.6% 16.2%
1995 38.5% 454% 16.1%
1998 38.1% 45.3% 16.6%
2001 33.4% 51.0% 15.6%
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2004 343% 50,3% 15.3% |

Financial Wealth

‘Top 1 pereent | Next 19 pereent | Bottom 80 percent
1983 42 9% 48.4% 8.7%
1989 46.9% 46.5% 6.6%
1992 45.6% 46.7% 1.7%
1995 47.2% 45.9% 7.0%
1998 47.3% 43.6% 9.1%
2001 39.7% 51.5% 8.7%
2004 42.2% 50.3% 7.5%

"I'otal asscts arc defined as the sum ol (1) the gross valuc of owner-occupied
housiog; (2) other real estate owned by the hausehold; (3) cash and demand
deposits; (4) time and savings deposits, cerfificates ol deposit, and moncy
markel accounts; (5) government bonds, corporale bonds, torcigo boods, and
other [inancial sceuritics; (6) the cash surrender value of life insurance plans; (7)
the cash surrender value of pension plans, including IRAs, Kcogh, and 40 (k)
plans; (8) corporale slock and mutual funds; {9) net equity in unincorporated
businesses; and (10) equity in trust funds.

Toial liabilitics are the sum of: (1) morfgage debt; (2) consumer debt, including
aunto loans; and (3) other debt. 'rom Wolf€ (2004 & 2007).

Figure 1: Net worth and financial wealth distribution in the U.S. in 2064

Bottom
80 percent: :
N 157 of net worth §

Bottom B0 percent:
7% of fin, wealth

C. Top 1 peicani:
2% pF fin. vrzalth

Met worth
distribution, 2004

Financial wealth
distribution, 2004

In terms of types of financial wealth, the top one percent of houscholds have 30.7% ofudl
privatcly held stock, 63.8% of financial securities, and 61.9% of busincss equity. The lop 10%
have 85% to 90% of stock, bonds, trust funds, and business equity, and over 75% ol non-
home real estate. Since financial wealth is what counts as far as the control of income-
producing asscts, we can say that just 10% of the people own the United States of Amurica.
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Table 2: Wealth distribution by type of asset, 2004
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Investment Assets
Top | pereent Next 9 percent Bottormn 90 pcrc:"rrlrlr 7
Business cquity 61.9% 28.4% 9.7%
| Financial sccurities | 63.8% % | 12.1%
Trusls 47.7% 33.9% 18.5%
Stocks and mutual [unds 36.7% 42 0% 21.2%
Non-honie real estate 36.8% 42 6% 20.6% B
-IO_[AI 50.3% 35.3% 14.4%
Housing, Liquid Assets, Pension Assets, and Debt
Top | percent | Next 9 percenl Bottom 90 pcrceulw-
Deposits 208% 40.1%, 39.1%
Pension accounts 13.5% 44.8% 41.7% o
Lile insurange 21.4% 36.0% 42.7% o
Principal residence 9.8% 28.2% 62.0%
T 19.9% T3.0%
IGTAL 12.2% 33.5% 54.3%
l'rom Wollf (2007).

Figure 2a; Wealth distribution by type of asset, 2004: investment assets

Businecs Financial Trusts Stocks &
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Figure 2b: Wealth distribution by type of asset, 2004: other usseis
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Figures on inheritance tell much the same story. According to a study published by the
Federal Rescerve Bank of Cleveland, only 1.6% of Americans recerve $100,000 or more in
inheritance, Another 1,1% receive $50,000 to $100,000. On the other hand, 91.9% recuive
nothing (Kotlikoff & Gokhale, 2000). Thus, the attempt by ultra~-conscrvatives to climinate
inheritance taxes -- which they always call "death taxes" for P.R. reasons -~ would take @ huge
bitc out of government rcvenuces for the bencfit of iess than 1% of the population, (11 s
noteworthy that some of the richest pcople in the country oppose this ultra-conservaine
iniliative, suggesting that this cffort is driven by anti-government 1deology. In other words,
few of the ultra-conservatives behind the effort will benefit from it in any material way )

Yor the vast majority of Americans, their homes are by far the most significant wealth they
posscss. Figure 3 comes from the Federal Reserve Board's Survey of Consumer Finances (via
Wollt, 2007) and comparces the median income, total wealth (net worth, which is mark clanle
asscts minus debt), and non-home wealth (which carlicr we called financial wealth) of Wi
Black, and Hispanic houscholds in the U.S.

Figure 3: Income and wealth by race in the U.S.

120K ',t711s.3k.
e T Owhiee
F100K Y BWEiac
$80K
$60K 1
420K
40K - $36.1K
T $28.0% +26,0K )
$20K 4
$5.5K
0 Zh o
$0K :
Median annual household Median household net Median bouse
incame, 2003 worth (including home finanmal (e -1
value), 2004 wealth, 2

Besides iflustrating the significance of home ownership as a measure of wealth, the uraph also
shows how much worse Black and Latino houscholds are faring overall, whether we arc
talking about income or net worth, In 2004, the average while houschold had 10 Limes as
much total wealth as the average African-American houschold, and 21 times as much as the
average Latino houschold. If we exelude home equity from the caleulations and considar only
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financial wealth, the ratios arc more startling: 120:1 and 360: 1, respectively, Exlrapoiaing:
from these figures, we sce that 69% of whiie families' wealth is in the form of their priacipal
residence; for Blacks and Hispanics, the figures arc 97% and 98%, respectively.

Historical context

Numerous studics show that the wealth distribution has been extremely concentrated
ihroughout Amecrican history, with the top 1% already owning 40-50% in larpe porl ciiics lihe
Boston, New York, and Charleston in the 19th century (Keister, 2005). 1t was very stable oyver
the course of the 20th century, although there were small declines in the afiermath of the New
Deal and World {1, when most people were working and could save a little money. | here were
progressive income tax rates, too, which took some money from the rich to help with
government scrvices,

Then there was a further deeline, or flattening, in the [970s, but this time in good parl duc w a
{all in stock prices, meaning that the rich lost some of the value in their stocks. By the taic
1980s, however, the wealth distribution was almost as concentrated as it had been i 1629,
when the top 1% had 44.2% of all wealth. 1t has continued to edge up since that Lime. with «
slight deeline from 1998 to 2004, before the cconomy crashed in the late 2000s and [ifie
people got pushed down again. Table 3 and Figure 4 present the details from 1922 theough
2004,

Table 3: Share of wealth held by the Bottom 99% and Top 1% in the
United States, 1922-2004.

Bottom 99 percent | Top 1 percent‘

1922 63.3% 36.7%
1929 55.8% 442%
1933 66.7% 133%
1939 63.6% 36.4%
1945 70.2% 29.8%
1949 72.9% 27.1%
1953 | 688% 31.2%
1962 682% 31.8%
1965 65.6% 4.4%
1969 o89% 31.1%
1972 70.9% T 2919
1976 80.1% 19.9%
1979 79.5% 20.5%
1981 75.2% 24.8%
1983 69.1% 30.9%
1986 68.1% 31.9%
1989 64.3% 35.7%
1992 62.8% 37.2%
1995 | 615% 18.5%
1998 61.9% 38.1%
2001 66.6% 334%
2004 65.7% 34.39,

Sources: 1922- 1989 data from WollT (1996). 1992-2004 data from Wolft
{2007).

Figure 4; Share of wealth held by the Bottom 99% and Top 1% in the
United States, 1922-2004.
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Here are some dramatic facts that sum up how the we
concentrated between 1983 and 2004, in good part duy
defeat of labor unions: Ot all the new financial wealth
that 2 | -ycar-period, fully 42% of it went to the top 19
20%, which of course means that the bottormn 80% rec
wealth generated in the United States during the "80s,

The rest of the world

Thanks to a 2006 study by the World Institute for De
statistics for the ycar 2000 -- we now have informatio
world as a whole, which can be compared to the Unit
The authors of the report admit that the quality of the
is very spotty and probably off by scveral percentage

1970 1280 19910
alth distribution became even more

¢ to the fax cuts for the wealthy andithe
created by the American economy in
6. A whopping 94% went to Lhe op
cived only 6% of all the new linancial
'90s, and carly 2000s (Wollt, 2007),

elopment LEconomics Rescarch - uging
n on the wealth distribution for the

ed States and other well-off countrics.
mformation available on many courlries
points, but they compensate for this

problem with very sophisticated statistical methods and the use of different scts of dala. With

those caveats in mind, we can still safely say that the
about 85% of global houschold wealth — defined very
asscts), minus debts, That compares with a figure of @
States. The only industrialized democracy with a high
10% than the Uniled States is Switzerland at 71.3%. I
Europcan countrics and Canada, all of which arc basg

‘Table 4; Percentage of wealth held by the T
in various Western ¢

top 10% of the world's adults conital
broadly as all assets (not just iinangial
9.8% for the top 10% for the Uniley

er concentration of wealth in the top

for the figures for scveral other Norghern

d on high-quality data, sce Tablc 4.

'op 10% of the aduit population
ountries

wealth|owned |
country by top 10%

Switzerland 3%
United States 69.8%
Denmark 65,0%
France 6l0%
Sweden 5816%
UK 56,0% ]
Canada i 53)0%
Nonway 50\5%
Ciermany A44|4%
Fintand 42(3%

772172000
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The Relationship Between Wealth and F

What's the relationship between wealth and power? ‘I
understand they are two different issucs. Wealth, as 1*
people own, minus what they owe, but the focus is on
cconomic and powcr studies. Power, as explained eise

Page 7lof 13
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‘ower

b avoid confusion, let's be sure we

ve said, refers to the value of cvervibhing
"markctable asscis" for purposes ol
where on this sife, has to do with the

ability (or call it capacity) to realize wishes, or rcach §
cven in the face of opposition (Russell, 1938; Wrong,
point to say that powcr involves Person A or Group A
manner conirary to B's interests," which then necessit
quickly leads into the realm of philosophy (Lukes, 20
the philosophers, at least for now, how do thc concept

First, wealth can be seen as a "resource" that is very
obvious when we think of donations to political parti
experts who are employed to think up new policies b
be useful in shaping the gencral social environment t
through hiring public relations firms or donating mon
halls, and art gallcrics.

Second, certain kinds of wealth, such as stock owne

which of course have a major impaet on how the soci
what the distribution of stock ownership looks like.
stock cquity increased (and the bottom 80 pereent's s

Table 5a: Concentration of stock ownership

poals, which amounts to the samc thing.
1995). Some definitions reline this
affccting Person B or Group I3 "in

htes a discussion of "interests,” and

D5, p. 30). Leaving those discussions for
s of wealth and power relatc?

scful in excreising power. Thai's
s, payments to lobbyists, and grants io
neficial to the wealthy, Wealth aisoican
the benefit of the wealthy, whether
y for universitics, muscums, music:

hip, can be used to control corporations,
ty functions. Tablcs 5a and Sb show
ote how the top onc perceni's shae plf
arc decreased) between 2001 and 2004,

in the United States, 2001-2604

Percent of all stock owned:

Wealth class 2001 2004
Top 1% Bs% | | 36T%
Next [9% 55.8% 53.9%

| Bottom 80% 167% 9.4%

Table Sh: Amount of stock owned by vario

Percent of househal

s wealth classes in the U.S., 2004

ds owning stocks worth:

Waealth class More than %0 | More than $5,000 | More than $10,000
Top 1% 93.3% 93.2% %%
95.-99% 93.5% 92.7% 91.0%

90.95% T 87.4% 85 6% 803%
B0-90% 84.3% 778% 7L.5%
60-80% 65.5% 544% 471%
a0 46.4% 28. 7% 20.3%
2040% T 3Le% 13.4% T esw
Boliom 20% 12.2% 2.3% 1%
TOTAL 48.6% 36.4% 1 1%

Both rables' data from WollT (2007). Includes direct owners
through mutual funds, trusts, and IRAs, Keogh plans, 461{k
ligures arc in 2004 dollars.

Third, just as wealth can lcad to power, so too can po
government ean usc their position to feather their ow
land dcal for relatives at the local level or a huge fedy
corporation run by friends who will hire you when ya
historical sweep and look cross-nationally, we are wq
armies often grab enormous wealth, and that some re

hip of stack shares and indircet ownershup
plans, anu other retirement accounts. Al

wer lead to weaith, Those who conirol a
n nests, whetber that means a lavorable
ral govermnment conlract for a now

u leave government. If we Llake o Jagger
Il aware that the lcaders of conquering
1gious leaders usce their posilions io
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acquire wealth,

‘There's a fourth way that wealth and power relate. Foz
distributton can be scen as the main "value distributio
call "who benefits." What follows in the next threc pa
realize, but it needs to be said because some social sci
that who wins and who loscs in a varicty of policy cox
(Dahl, 1957, 1958; Polsby, 1980). And philosophical
or other power indicators {Lukes, 2005). (f you have
feel free to skip ahead to the last paragraph of this seq

Here's the argument; if we assume that most people w
possible of the things that arc valued in the socicty, th
most goodics are the most powerful. Although some ¥
outcomes that do nol really reflect power, as pluralists
distribution of valued expericnces and objects within
publicly visible and stable outcome of the operation o

In American socicty, for cxample, wealth and well-bg
own property, to have high incomes, to have interestis
travel and leisure, and to live long and healthy lives. 4

-
age 8lolM13

£ bip ¢

research purposes, the wealth

n" within the general power indicatur
ragraphs is a little fong-winded, !
entists -- primarily pluralists - g
nflicts is the only valid power indicalor
discussions don't even mention wealth
heard it all before, or can do withoui il
tion) '

ould likc to have as great a share as

en we can infer that those who haveithe
alue distributions may be unmtendad
 are quick to tell us, the general

a socicty still can be viewed as the most
i power.

ing are highly valued. People scek to
hg and safc jobs, to enjoy the finest in
All of these "values" are uncqually

distrihuted, and all may be utilized as power indicators. Howcever, the primary focus with ihix

type of power indicator is on the wealth distribution s

The argument for using the wealth distribution as a pd

etched out in the previous scclion.

pwer indicator is strengthencd by studics

showing that such distributions vary historically and from couniry to country, depending upan

the relative strength of rival political partics and tradg
the most highly concentrated wealth distribution of ay
Switzerland. For example, in a study based on 18 We
and successful social democratic partics correlated wi
distribution and a higher level of welfare spending (S

And now we have arrived at the point | want to make
35% of the wealth, that's 30 to 35 times what we wou
they must be powerful. And then we set out to sce il |
on other power indicators (it docs). Next we study ho

unions, with the United States having,
y Western democracy cxcepl

stern democracics, strong trade unmons
th greater equality in the income
tephens, 1979).

If the top 1% of houscholds have 50-
1d cxpeet by chance, and so we inlet
he same sct of houscholds scores high
w that power operates, which i w L

most articles on this site are about. Furthermore, il th

c top 20% have 84% of the wealll: tand

recall that 10% have 85% to 90% of the stocks, bonds, trust funds, and business cquety . i
mcans that the United States is a power pyramid. It's tough for the bottom 80% — maylbe cven
the bottom 90% -~ to get organized and excreise much power.

income and Power

The income distribution also can be uscd as a power indicator. As Table 6 shows, it i nog a
concentrated as the wealth distribution, but the top 1% of income earners did reccive 17% ol
all income in the year 2003. That's up from 12.8% for the top 1% in 1982, which is quitc it
jump, and it parallels what is happening with the wealth distribution. This is further suppon

for the inference that the power of the corporate com
increasing in recent decadcs.

Table 6: Distribution of income in the

wnity and the upper class have boep

United States, 1982-2003

Income
Top 1 pcn:cnl1 Next 19 percent | Botwom 80 p{:rcemF
1982 12.8% 39.1% 48.1%
BSB 10.6% 38.9% 44.5%
1991 15.7% 40.7% 43.7%
1994 14.4% 40.8% 44.9%
1997 16.6% 3v.6% 43.8%
2000 20.0% IRT% 414%
2003 17.0% 40.8% 42.2%
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lirom Wotll (2007).
The most reeent findings on income inequality come from the New York Times' analysis pl'a
November, 2006, Internal Revenue Service report on income in 2004. Although overall
income has grown by 27% since 1979, 33% of the.gains went to the top 1%. Mceanwhile, the
bottomn 60% werc making less: about 95 cents for each dollar they made in 1979, The nekt
20% - thosc between the 60th and 80th rungs of the income ladder -- made $1.02 for cach
dollar they earned in 1979. Furthermore, the ¥imes author concludes that only the top 3%
made significant gains ($1.53 for cach 1979 doliar). Most amazing of all, the top 0. 1% --| that's
one-tenth of one pereent - had more combined pre-tax income than the poorest 126 milljon
people (Johnston, 2006).
A key factor behind the high concentration of incomg, and the likely reason that the
concentration has been inercasing, can be scen by examining the distribution ol what ts called
"capital income": income fromn capital gains, dividends, intcrest, and rents. In 2003, just | % ol
all houscholds -~ those with after-lax incomes averaging $701,500 -- reeeived 57.5% of gl
capital income, up from 40% in the carly 1990s. On the other hand, the bottom B0% reecpved
only 12.6% of capital incomc, down by ncarly half since 1983, when the bottom 80% reqeived
23.5%. Figure 5 and Table 7 provide the details.
Figure §: Sharc of capital income earned by tpp 1% and bottem 80%, 1975-Z003
{From Shapiro & Friedman, 2006.)
70%
B0
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e
e
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Table 7: Share of capital income flowing to hszeholds it various income caiegorkes
Top 1% | Top 5% | Top 10% | Bottom 80%
19791 37.8% | 57.9% | 66.7% 23.1%
1981 35.8% | 554% | 64.6% 24 4%
1983 17.6% | 552% | 637% 25.1%
1985] 39.7% | 56.9% 64.9% 24.9%
1987] 36.7% | 55.3% | 64.0% 25.6%
1989 ] 39.4% | S74% | 66.0% 23.5%
1991] 383% | 56.2% @ 64.7% 23.9%
1993 | 422% | 66.5% | 69.2% 20.7%
1995 | 432% | 61.5% | 70.1% 19.6%
1997] 45.7% | 64.1% | 72.6% 17.5%
1999 | 47.8% | 657% | 73.8% 17.0%
e
7/21/2000
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20011 51.8% | 67.8% | 748% 16.0%
2003 ST.5% | 732% | T9.4% 12.6%
Adapeed from Shapire & Friedman (2006).
Another way that income can be uscd as a power indicator is by comparing average (10
amnual pay to average factory worker pay, something that Business Week has been doing|(or
many ycars now. The ratio of CEO pay to factory warker pay rosc from 42:1 in 1960 (o s
high as 531:1 in 2000, at the height of the stock markiet bubble, when CEQs were cashing in
big stock options;. It was at 411:1 in 2005, By way of comparison, the same ratio is shou
25:1 in Europe. The changces in the Amecrican ratio are displayed in Figure 6.
Figure 6: CEQOs' pay as a multiple of|the average worker's pay
G000 oy
! 500
400 - —— - — e
300x% e -
200 - s -
|
|
|
1o . |
' H
I:l)’-\. T T T T T T T T H
1960 1985 1970 1975 1980 1955 14490 19495 Zons Soe
It's cven more revealing to compare the actual rates c:lf increase of the salarics of C1iOs and
ordinary workers; from 1990 to 2005, CEOs' pay incteased almost 300% (adjusied {or
inflation), while production workers gained a scant 4/3%. The purchasing power of the 16
minimum wagc actually declined by 9.3%, when inflation is taken into account. These
startling results arc illustrated in Figure 7.
Figure 7: CEQOs' average pay, production workers' average pay, the S&P 504 iad|«
corporate profits, and the federal minimum wage, 1990-2005
(all figures adjusted f«{r inflation}
hitp://sociology.ucse.cdu/whoralesamerica/power/wealth.html RS P
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Source: Executive Excess 2006, the 13th Annual CEO Compensation Survey from the Instituie fon
Palicy Studics and United o a Fair Bconomy.

I you wonder how such a large gap could develop, the proximate, or most immediale, fag
involves the way in which CEOs now arc able to rig things so that the board of dircctors,
which they hclp scleet -- and which includes some fellow CEOs on whose boards they sil
gives themn the pay they want. The trick is in hiring outside experts, called "compensation
consultants," who give the process a thin veneer of economie respectability.

‘The process has heen explained in detail by a retired CEO of DuPont, Edgar S. Woolsrd, [Ir.,

who is now chair of the New York Stock Exchange's executive compensation commiiice.

experience suggests that he knows whercof he speaks, and he speaks beeause he's concerped

that corporate leaders are losing respect in the public mind, He says that the business pag,
chatter about CEO salaries being set by the competition for their services in the excoutn o

labor market is "bull." As to the claim that CEOs deserve ever higher salaries because tha)y

"create wealth," he describes that rationale as a "joke," says the New York Times
{Morgenson, 2005, Section 3, p. ).

Llere's how it works, according to Woolard:

‘The compensation committee |of the board of directors) talks to an outside consuliant whg
has surveys you could drive a truck through and pay anything you want 1o pay, o b
perlcetly honest. The ouiside consultant talks to the human resources vice presidenl, w b
talks to the CIi0. The CEO says whal he'd like lo receive. It gets to the human resouroe
person who tells the outside consultant. And it prelty well works out that the CEO gels what
he's implicd he thinks he descrves, so hie will be respected by his peers. (Morgenson, 2663)

‘The board of directors buys into what the CEO asks for because the outside consullan( 1 b

[}
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"experi” on such matters. Furthermore, handing out only modest salary inercases might g |ve

the wrong impression about how highly the board values the CEO. And if somcone on th{
board should objeet, there are the three or four CEOs from other companies who will mat
sure it bappens. It is a process with a built-in csealator,

As tor why the consultants go along with this scam, they know which side their bread is
buttered on. They realize the CEO has a big say-so on whether or not they are hired again|
they suggest a package of salarics, stock options and other goodies that they think will pl

o

S0
50

the CEO, and they, too, get rich in the process. And certainly the top exceutives just beloy the

CEO don't mind hearing about the boss's raise. They know it will mean pay increases for
them, too. (For an excellent detailed article on the main consulting firm that helps C1iOs ¢
other corporate exceutives raisc their pay, check out the New York Times article enlitled

"America's Corporate Pay Pal", which supports cverything Woolard of DulPont claims andi

adds new information.)

sociology.ucsc.edu/whorulesamerica/power/wealth.html 12/
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There's a much deeper power story that underlics the self-dealing and mutual back-scrale
by CLiOs now carricd out through interlocking directorates and seemingly mdependent o
consultants. [t probably involves several factors, At the least, on the worker side, i rellce
increasing lack of power following the all-out attack on unions in the 1960s and 19705, w
is cxplained in detail by the best expert on recent American labor history, James Gross (1
a labor and industrial relations professor at Cornell. That decline in union power made
possible and was increased by both outsourcing at home and the movement of production
devcloping countrics, which werc facilitated by the break-up of the New Deal coalition an
the risc of the New Right (Domhoff, 1990, Chaptcr 10), It signals the shift of the Uniled
States from a high-wage to a low-wage cconomy, with professionals protecied by the licl
forcign-trained doctors and lawyers aren't allowed to compete with their American
counterparts in the dircet way that low-wage foreign-bom workers arc.

On the other side of the class divide, the risc in CEO pay may reflect the increasing power

chicf exceutives as compared to major owners and stockholders in general, not just therr
increasing power over workers, CEQs may now be the center of gravity in the corporate
community and the power elite, displacing the leaders in wealthy owning familics (c.g.. (]
sccond and third gencrations of the Walton family, the owners of Wal-Mart). True cnouy,
CEOs arc sometimes ousted by their generally go-along boards of dircctors, but they arc
to make hay and throw their weight around during the time they are king of the mountain
really not much different than that old children's game, exeept it's played out in prolit-on
burcaucratic hierarchics, with no other sector of socicly, like government, willing or ubic
restrain the winners.)

'The claims made in the previous paragraph need much further investigation. Bul they
demonstrate the ideas and rescarch directions that are suggested by looking al the wealih
income distributions as indicators of power,

Further Information

+ The Wollf paper is on linc at hitp://www levy.org/default.asp?
view=publications_view&publD=fcala440ge

e The Census Burcau report is on linc at
hitp://www.census.gov/hhes/www/iwealth/wealth. html

e The World Institute for Development Economics Rescarch (UNU-WIDER) report
wcalth throughout the world is availabic at http:/tinyurl.com/yd4hh4 {.pdi, i 167K
scc the WIDER site for morc about their rescarch.

e For good summarics of other information on wealth and income, and for informati

on the estate tax, sec the United For A Fair Economy site at
http:/fwww_faircconomy.org/

o The New York Times ran an cxcellent scrics of articles on exceutive compensation
the fall of 2006 cntitled "Gilded Payehecks." Look for it by searching the archi s
NYTimes.com.

s The Shapiro & Friedinan paper on capital income, along with many other reporis «
the federal budget and its conscquences, arc available at the Center on Budgcet und
Policy Priorities site: hitp://www cbpp.org/pubs/recent.html

e The AFL-CI0O maintains a site called "Exceutive Paywatch,” which summarizes

information about the salary disparity belween cxecutives and other workers:
http:/fwww aflcio.org/paywatch/

» Morc raw numbers about the unequal wealth distributton in the U.S. are availabic i
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s To sce a video of Ed Woolard giving his full specch about cxecutive compensaiion. o

to hitp:/www.compensationstandards.com/nonmember/EdWoolard video.asp (W
file, may not be viewable on all platforms/browsers)
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spot groblems that led to the financial crisis in the first place.

rnanke says Fed can take on supercop
e 4

NNINE AVERSA, AP Economics Writer
mins ago

of expanding the Fed's duties to police big financial companies. They argued that the Fed failed

Print Story: Bernanke says Fed can take on supercop role - Yahoo! News Page | of 3
) E;g}n bfTI>
-Y—ALHOO’ NEWS PRINT  Back|o story

1INGTON — Federal Reserve Chairman Ben Bernanke ran into skepticism Tuesday from lawmakers

o

"The fFed has made some big mistakes," said Rep. Spencer Bachus, R-Ala., ranking member of the House

Finan

An Obama administration proposal to make the Fed the supercop of globally interconnected financia
companies would be "just inviting a false sense of security that inevitably will be shattered at the exp
of the|taxpayer," Bachus warned.

Bernanke countered that the administration's proposal would be a "modest reorientation” of the Fed's
powers, not a great expansion of them.

The F

extradrdinary economic stimulus and prevent a flare up of inflation once a recovery is firmly rooted §
any sych steps will be far off in the future. The central bank's focus remains “fostering economic rec
he said.

Bernanke also worked to beat back an administration proposal to create a new consumer protecticn
reguldtor for financial services and strip some of those duties from the central bank. The House pang
delayed a committee vote on that legislation until September.

Consuymer groups and fawmakers have blamed the Fed for failing to crack down early on dubicus
mortgages practices that fed the housing boom and figured into its collapse. Later this week, the [-od
issue b proposal to boost disclosures on mortgages and home equity lines of credit. It also will includ
rules governing the compensation of mortgage originators,

Bernapke also argued against congressional proposals to let the Government Accountability Office,

Cong

rate decisions could compromise its independence in setting interest-rate policies.
“A pernceived loss of monetary policy independence could raise fears about future infiation,” he warng

Rep. Ron Paul, R-Texas, a frequent Fed critic, rejected that argument and said the Fed already mak
politic.LI calculations.

http://pews.yahoo.com/s/ap/20090721/ap on bi_ge/us bernanke/print 7121

ial Services Committee.

ed boss sought to assure investors and Congress that the central bank will be able to reel in itg

ess’ investigative arm, audit the central bank. He feared that audits that delve into the Fed's int
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"Just the fact that (the Fed) can issue a lot of loans and special privileges to banks and corporations,|

said. '|That's political."

Rep. Bill Posey, R-Fla., who wants the Fed to be more open, argued that some people rightly say “yd
find olit more about the operations of the CIA, than the Fed. The public has the right to know."

Bernapke's term expires early next year, and President Barack Obama will have to decide whether i
reapppint him. The Fed chief's innovative policies have been credited with pulling the economy from
edge of the abyss last year.

But thpse actions also have touched off criticism about putting taxpayers at risk and whether the
government should be cleaning up Wall Street messes.

ke again pledged to keep its key bank lending rate at a record low near zero for an "extended
." Economists predict rates will stay at record lows through the rest of this year.

Laying out a plan now to unwind the Fed's stimulus could give Bernanke more leeway to hold rates 3
record lows to brace the economy. It could ease investors' fears that the Fed's aggressive steps to e
longest recession since World War Il could spur inflation later on.

"It is important to assure the public and the markets that the extraordinary policy measures we have |

in response to the financial crisis and the recession can be withdrawn in a smooth and timely mannef

needed, thereby avoiding the risk that policy stimulus could lead to a future rise in inflation," Bernark
said. 'We are confident that we have the necessary tools to implement that strategy when appropriat

But Hpuse committee chairman Barney Frank, D-Mass., said it is important that the Fed not take tho
"prematurely” and snuff out a recovery.

ault, economist at IHS Global Insight, said Bernanke wanted to send Congress a clear messd
onetary exit strategy is ready. Don't try to interfere with it."

On Wall Street, bond investors took comfort in Bernanke's remarks, pushing up Treasury prices for 2
second straight day. The Dow Jones industrial average gained nearly 68 points to 8,915.94, the sevs
straigint advance for the blue chips. Broader indices also finished higher.

To revive the economy, the Fed has plowed trillions into the financial system in an effort to drive dow
rates pn mortgages and other consumer debt. It also has created programs to bust through credit clg
key ingredient in turning the economy around.

Eventlially, the Fed will need to soak up that money.

Besides raising its key bank lending rate, the Fed can raise the rate it pays banks on reserve baianceg

held gt the central bank, Bernanke said. That wouid give banks an incentive to keep their money par
there, rather having it flow back into the economy, where it can stoke inflationary pressures.

The Fed also can drain money from the financial system by selling securities from its portfolic with ar

hitp:/mews.yahoo.com/s/ap/2009072 1/ap on bi ge/us bernanke/print 72
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agreement to buy them back at a later date. Or it can sell securities outright.

Steering the economy from recession to recovery wilt be a delicate move for Bernanke — econormicatly
and politically.

Bernanke repeated the Fed's forecast that the economy should start growing again in the second half of
this year. But he warned that growth would be slight, leading to higher unemployment.

The nation's unemployment rate climbed to a 26-year high of 9.5 percent in June. The Fed says it coplc
rise as high as 10.1 percent this year and stay elevated into 2011. The post-World War Il high was 1.8
percent at the end of 1982.

"We hfve a very long haul" back to full economic health, Bernanke told lawmakers.

Copyright © 2009 Yahoo! Inc. All rights reserved. Questions or Comments  Privacy Policy Terms of
Service Copyright/IP Policy
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deihonal company pensions are going away fast !

By Sandya Bleck, USA TODAY

Nine years ago, Devon Group, a smell public reletions and merketing group based in Middietown, N.J., begen offering a
traditional pension plan to Its employees,

Business|was booming, and tha costs of offering the banefit "seemed very reasonable,” says Jeanne Achilla, Devon's chief
executivg officer. A pansion plan also provided some valuable tax benefits for tha firm, she says,

But after the aconomy deterlorated last year, “We reallzed that this was goling to be too rich & benedfit for us to continue,”
Achilie sgys, "You're required 1o fund the plan every year, regardiess of whether your profits are where you'd (ke them to
be." Rather then continue funding the pten, Devan Group voluntarily terminated its pansion and sant each employes a
check for|the amount eccrued.

SHAKY GUARANTEE: Pension insurance agency Is in the red

the downfurn has accelarated the dedline. Sinca the beginning of the year, at least 20 compenles hava frozan thedr dafined pension plene, exceeding the number of plan treezes for

plan: a 401{k} or similar "defined contrlbution® plan.

The rapid disappearance of treditional penslons comee at a ime when many workers have seen thelr retiremant savings eviscerated by the bear market. Tha averege 40(1(k)
balence lummeted 27% last year, according to Fidelty Investments. While youngar workers have time to make up tha difference, workers in thelr 50s and 80e will heve 4 herd
time racopering their losses batore retirament.

“The market collapse has just proven how fundamentally lewed 401(k) plens are as a vehicle to provida refirement income,” says Karen Friedman, policy director for the Pansion
Rights Center.

But Increesingly, employees can't rely on treditionel panglons, either. Reasons they're endengered:

profits. In |ete April, Lockheed Menlin said its first-quartar eamings felt 6.7% because rlaing penelon coets outwelghed an increese in sales. The defense contfactor
tinue its pension plan for axisting participants, a company spokesman sald.

But some| pian sponsors fear they'll have to close plants or take other drastic actions uniess thay lower thair pansion costs, says Lynn Dudley, senior vice president, policy, for the
Amarican Benefits Council, a trede group for compeniee that offer employea banefits. Freezing a plan, she says, *Is better than laying people off."

*New funding requirements. investment loaees in 2008 shrenk the assats of the nation’s largest pension plans to 78% of projectsd liebilitles, down from 100% et the end of 2007,
according to Wetson Wyatt. At the same Uime, pansion plen sponsors ara facing stricter funding requiraments to etrengttran the long-term heafth of pension plans.

Thoss reguiraments, comblned with the Inveatment [osses, ena forcing companles to shovel more money Into thelr pension plans at e time when they can least efford it, says Dene
r of tax policy for the Nationel Assoslation of Manufacturera.

*The cost of that is jobs, & reduction in capitsl expenditures, a reduction in bensfits, and unfortunataly, that Includas plan freazes,” she says.

NAM and other groups representing plan spensors ere pressing lawmakers for temporsry relief from the funding ruies. So far, Congress hasn't acted. Some Democratic lswmekers
and pensfon-rights advocates have propased tying funding refief to a guarantes that a company won't fraeze its panalon for at lesst five years,

"If we do give employers more thme to fund thelr plans, there should be something employers promise in retum,” Friedman seys.

Battle says companies wouldn't aceept such conditions becausa they would limit thelr ability to manege thelr businessas. ln addldon, she says, forcing companies to cont|nus
offaring & pension would set a dangerous precedent, because this nation's employar-sponsored retirement system hes always been voluniary.

Concarnd that taxpayers could ba on the hook for underfunded pension plans coukd also complicate efforts {0 ease the funding requirernents.

On Wednesday, the Panslon Banefit Guarenty Gorp., which insures pansione for 44 million retireas, reported & $33.5 blilion deficit for the first helf of fiscal 2009, up from $11 bilion
In fiscal 2008. That shortfall, the lergest in the agency's 35-yeer history, could increase dremetically If the agency Is forced (o take over pansion obligations for Generel Motors and
Chryslar.[The PBGGC seys it has enough money to covar cuirant liabllitkes,

sCompetjtive presaures, Even If Congress approves funding relief, some companies may go aheed and freeze thelr plens because their competitors aren't offering pensions, says
Health injurance glent Cigna, which anncunced this month thet it will freeze e pension July 1, seid in & atatement ity retirement package was “significantly higher” in vela then

sLack of fnterast. When Devon Group edopled e treditional pension, the company thought it was offering a valuable benefit for its employees, chief executive Achille sayp. But Bha
scon leamad that young job candidetes were more interasted in a 401(k) plan, becausa they assumed they would change jobs saveral imes during thelr carears. The compeny

http:/fusatoday.printthis.clickability. com/pt/cpt?action=cpt&title=Traditional+company+p... 7/21/2009
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plans to difer a 401{k) plan ister this yaar.

Company 401(k} plans offer *visibility and portebility,” saye Alen Glickstein, senlor retirament consultant at Watson Wyatt. "Everyons understands whet an eccount is worlh. With a
traditionst defined bansfit plan, it's hard for smploysas to really understand their valus.”

Nomnen Stain, professor at the Unlversity of Atabsma School of Law and a pension axper. In this anvirgnment, ho says, "It shouldn't ba s tough sell to get employseas 10 say thase

are actuedy pratly valuable plans.”

Howevershuue loases In 401(k) plane — readily apparent to anyona who looks at an account statament — could changa smployses' attitudes toward traditional pansions, says

Older kers hardest hit

When a company freezes ite pension, employees get to keep tha benefiis they've alrsady accrued, but they usually won't eam any mors.

|

|

|

i
That makps pension freezes particularly hard on older smployees, who hava less time to make up the diffsrance by saving more. In addition, tredilonal pensiens "are woLh alot
more at the and of your caraer than at tha beginning of your career,” Frisdman seys. "I the freeze comes in your 405 and 945, you snd up wih a much smelter banafit.”

John Gaz, 46, a flight simulster technicisn for Della Alr Lines, saw his pension frozen In 2005, while the company upped matching contributions to his 401(k) plan, Gaz says he'll
never be able to contributé enough to maks up for the loss of his benefits, Gez plans to leeve his job at Delta at age 52, the first year he'll ba aligible to draw money from his
pansion, {1 will welk ewey from the slrins industty, because there's nothing to keep me here anymore," he says.

in the past, most pension freazes ware sccompenied by Improvemants to the company's 401{k} plen. But in these tight-fieted Umas, thet's no longer the case. Reteil chair Talbots
itional psnslon this yesr and also suspended matching contributione to Its 401(k) plen. Simitarty, Boise Cascade froze ita pension plan for salaried employess and
dad metching contributions during the first quartsr.

While 401(k) plans ara considered lass costly than treditional pensions, they're not Immune from cuthacks during tough times. Since the beginning of the year, mora than 200
employerp hove reduced or suspended conlributions to thelr 401(k) plans, according to the Penslon Rights Canter.

Hybrid panslons could be coming

The cutbacks in 401(k) matches and pension freezes refiect companles' struggles to survive durng sxtraordinanily difficult sconomic timas, Glicketein says. And with unemploymant
approaching 8%, he says, "People sren't going to be heggling over bensfits Ifthey can keep their job."

But Glickstein says hs's not ready ta write the obitusary for pension plans.

Whan the economy recovers, he predicts, more companles will consider edopting a cesh-balance pension plan, 8 hybrid pensicn thet combines features of e 401(k) plan and a
traditiona| penslon. These plans can pley e valuable rols in encouraging older workers to retire, an important pert of workforce menagament, Glickstein says.

Millions of workers are postponing relrement because they're efraid they can't afford to stop working.

*if paople can't leave when thay're raady to leave and you're raady to have them leave,” Glickstein says, “that's an [spue.”

Find this article at;
bittpy: v uBatoday comimonsyiperfifretirement/2009-05-21 Araditional-pensions-dying_N.htm

™ Check tha box te include tha flst of links referancad in the srticie.

Capyright 2008 USA TODAY, a division of Gananett Ca. Inc.
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Panic of 1796-1797 |

From Wikipedia, the free encyclopedia

The Banic of 1796-1797 was a series of downturns in Atlantic credit markets that led to broader
commercial downturns in both Britain and the United States. In America, problems first emerged with

the Bubble of land speculation bursting in 1796. The crisis deepened into a broader depression when the
Bank (of England, which faced insolvency due to the exploding cost of the French Revolutionary Wars,

suspended specie payments in February 1797. In combination with the unfolding collapse of the U.S.
real estate market, the Bank of England's action had developing disflationary repercussions in the
finangial and commercial markets of the coastal United States and the Caribbean through the turn of the
century.

By 1800, the crisis had resulted in the imprisonment of many American debtors including the famed
financier of the revolution Robert Morris and his partner James Greenleaf who were investors in a|large

tract of land in the Adirondacks of upstate New York.[H[2] James Wilson was forced to spend the test of

his life literally fleeing from creditors until he died at a friend's home in Edenton, North Carolina. ]
George Meade, the grandfather of the American Civil War general George Gordon Meade was ruiped by
investments in Western land deals and died in bankruptcy due to the panic.|-4] The scandals associated
with these and other incidents resulted in the U.S. Congress passing the Bankruptcy Act of 1800, which
basically ended this panic; the Bankruptcy Act of 1800 would later be repealed after its three-year

duration expired in 1803.[5] |

L)

Britain's economy was also hurt, as Britain was fighting France in the French Revolutionary Warsi

See|also

» | Great Depression ?

Further reading

_ u|Chew, Richard 8. (2005). "Certain Victims of an International Contagion: The Panic of 1797 and
~* |the Hard Times of the Late 1790s in Baltitmore". Journal of the Early Republic 25 (4): 565.
doi:10.1353/er.2005.0069.
http://muse.jhu.edu/journals/journal_of_the early republic/v025/25.4chew.pdf.

» History of bankruptey from the Law Offices of Amy E. Clark Kleinpeter,

» | Wheelock, David C. Price stability and financial stability: the historical record. 9/1/1998 Federal
Reserve Bank of St. Louis Review.[1]
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The Panic of 1819

The Downturn of America's First
Economic Cycle
© Isaac M. McPhee
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Today, Americans have
grown familiar with the ebb
and flow of the economy.
The panic of 1819 can be
pointed to as America's
formal introduction into this
endless cycle.
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Examples of the economic princple often
referred to as the "boom/bust” economy are
very prevalent in the relatively short history of
America. In recent days, weeks and months,
particularly, Americans have become accutely
aware that a booming economy is often
followed by a slower one. To think that this is
something new, however, shows a biatant
disregard of history.

Panic Disorder Treatment
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The first example of such an economic

downturn took place in the earliest years of the

new nation, resulting in a depression during the 1780's throughout the newly-united States. The reasons for this
are fainly self-evident: War debts, fiedgling government, sudden lack of overseas funding...

The Buildup of the Economy

With the sound fiscal policies of Alexander Hamilton, America's first Secretary of the Treasury under George
Washington, the economic policy of the United States began to build itsetf up, developing a national bank
(which Hamilton correctly figured would stabilize the economy, limit the amount of printed money {to reduce
inflation), and aid the growth of American business.

Those opposed to the national bank saw it as a blatant disregard of state sovereignty and contrary to the
implicity principles of the constitution. Thus, after the first bank’s charter expired in 1811, President Madison
refused to renew i.

As America's economy began to wane under the monetary strains of the War of 1812, however, Madison did
eventually come to realize the necessity of having a national bank, and allowed a replacement to be chartered in
1814, enabling America's post-war econormy to boom (just as it has after other wars since).

Ads by Google
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As Madison’s time in office expired andJames Monroe's first term begain (in 1817}, the American economy was
booming.

Unfortunately, while the bank enabled several years of economic "boom,” there were several areas of fiscal
irresponsibility throughout the country which precipitated an impending downtum.

For one thing, the high demand of American products (a major cause of economic growth) had allowed many
Amenicans o achieve a certain amount of financial security, and many of them began to invest in buying up
extravegant amounts of western lands - more than they could practically afford. To encourage this, the
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health care careers - government sold much of this land on credit.

recassion proof jobs X , .
Around 1818, the rapid market growth could not be sustained any longer and the economic growth began to siow

- banks began to demand payment of the government loans issued to finance the war of 1812, initiating a period
of economic contraction. This led, in some peoples’ estimates, to a wave of bankruptcies and bank closures.

Along with the 1819 slowdown, many of the new wastem landowners suddenly found themselves unable {o pay
their debts to the government and banks, causing the slowdown to worsen considerably and foreclosures across
the nation were added to the problem,

Resolution

Americans during this first national downturn failed to agree on any specific remedy to ease the recession (which
should sound familiar to both those living today, and to those during any other major downtum in American
history).

Northern manufacturers proposed a higher tariff in order to heighten revenues on imported goods).
Southern farmers proposed a reduced tariff in order to promote free trade to stimulate the economy.

Some opted for direct financial relief from the govemment, while others simply called for restrictions of bank
lending or monetary expansion.

President Monroe responded conservatively to the panic, offering only to procede conservatively in order to
provide sound fiscal policy in order to aid growth as much as possible.

Congress took a bit more action in the form of the Land Act of 1820 and the Relief Act of 1821 (both of which
were signed by Monroe),

The land act lowered the cost and purchase requirements of westemn land in order to continue to encourage
purchase and growth.

The relief act enabled the endebted wester land owners who could not pay their foans to simply retum the land
and gamer a credit for themselves. These acts in the end proved to be moderately successful, and within a few
years, the panic had waned, sending America into still another cycle of growth which would last until the panic of
1837.

Knowing the history of the American economy is crucial to provide a context to what is happening in today's
world. Knowing that economic ups and downs are simply a part of history, and that each one can be learned
from in order to provide help in dealing with the next, should truly prove beneficial to all concerned Americans.

References:
“Panic of 1819." Ohio History Central.

Rothbard, Murray. "The Panic of 1819."

The copyright of the article The Panlc of 1818 in Amerlcan History is owned by Isaac M. McPhee. Permission
to republish The Panle of 1819 in print or online must be granted by the author in writing.
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I killed the Bank

by Quequeg
Thu Dec 07, 2006 at 07:17:33 PM PDT v B3R

When asked what his greatest accomplishment had been during his two terms as President, Andrew
Jackson replied "I killed the Bank." He was talking about the "Second Bank of the United States", which
was our country's second central bank.

So, why was Jackson so passionate about terminating the central bank? And why did he believe that
central banks were so insidious?  And why should you care?

- A couple of reasons you rmight be Interested to know about what motivated Jackson:

1. Though Jackson ended the central bank, it was re-created in 1913 under a new Innocuous-
sounding name "The Federal Reserve", which is still with us today,

2. Also, it's interesting to note that Andrew Jackson's populist message relating to banking helped to
launch the Democratic party.

http://en.wikipedia.org/...

Andrew Jackson, outmaneuvered for the Presidency In 1824, combined with Martin Van
Buren to form a coalitlon that defeated Adams in 1828. That new coalition became a full-
fledged party that (by 1834) called itself Democrats.

Quequeg's diary :: ::

To find out what motivated Jackson, read all about Jackson's struggle to kill the Bank, in the transcript that

1 created below (scroll down a ways). This transcript comes from "The Money Masters”, which Is a 3-hour
~ video that talks about the history of central banking.

The Money Masters - Part 1 of 2 - the transcript begins at minute marker 1:00:50

The Money Masters - Part 2 of 2

wikipedia article - The Money Masters - Video was made in 1995.

{Update 05apr2009 - A little over a year after this blog entry was made, the wikipedia article was deleted.

This link is to a copy of the article hosted by a user named Xiutwel.)

Here's ancther good video, which is similar to "The Money Masters". The first part of this video focusses
on the creation of the income tax in 1913, which was also the same year that the Federal Reserve was

© created. Then, the videc moves on to many other subjects, and includes a clip of the Daily Show with

~ Paul Krugman about how the credit card companies got the Bankruptcy Bill passed.
America Freedom to Fascism - authorized version

Though the Federal Reserve has a ".gov" web address, it is actually a private bank dedicated only to
generating profits for its owners.
http: //www.federalreserve.gov/ - quote is taken frorm upper right-hand corner of the website

The Federal Reserve, the central bank of the United States, was founded by Congress in
1913 to provide the nation with a safer, more flexible, and more stable monetary and
financial system.

{Update 05apr2009 - I noticed that they moved the quote to the left side of the website and they removed
the phrase "founded by Congress in 1913", perhaps because letting you know that it was founded by
Congress may lead you to think it could be removed by Congress.)

Transcript from the Money Masters - This is just the part about Andrew Jackson. "I Killed the Bank."
1:00:50

http://www.dailykos.com/story/2006/12/7/221733/660 7/21/2009
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15. Second Bank of the U.S.

Meanwhile back in Washington, In 1816, just one year after Waterloo and the Rothschild's alleged
takeover of the Bank of England, the Amerlcan Congress passed a bill permitting yet anaother
privately owned central bank. This bank was called the Sacond Bank of the United States. The
new bank's charter was a copy of the previous banks. The U.S. government would own 20% of the shares
of the bank.  Of course, the Federal share was paid by the Treasury up front into the Bank's coffers.

- Then, through the magic of fractional reserve lending, it was transfermed into loans to private investors

"~ who then bought the remaining 80% of the shares. Just as before, the primary stock holders remained a

secret, but it is known that the largest block of shares, about 1/3rd of the total, were sold to foreigners.

. As one observer put it, it is certainly no exaggeration to say that the Second Bank of the United States was
rooted as deeply in Britain as it was in America. So, by 1816, some authors clalm, the Rothschilds had
taken control of the Bank of England and backed the new privately owned central bank in America as well.

16. Andrew Jackson

" After 12 years of manipulations of the US economy on the part of the Second Bank of the U.S.,
the American people had had just abhout enough. Opponents of the Bank, nominated a dignified
| senator from Tennessee named Andrew Jackson, the hero of the Battle of New Orleans, to run for
President. This is his home, "The Hermitage". No one gave Jackson a chance initially. The Bank had
long ago learned how the political process could be controlled with mopey. To the surprise and dismay of
" the "money changers", Jackson was swept into office in 1828,

. Jackson was determined to kill the Bank at the first opportunity. And he wasted no time in trying

" todoso. Butthe Bank's 20-year charter didn't come up for renewal until 1836, the last year of his

- second term, if he could survive that long. During his first term, Jackson contented himself with rooting
out the Bank's many minions from government service. He fired 2,000 of the 11,000 employees of the
federal government.

‘n 1832, with his re-election approaching, the Bank struck an early blow, hoping that Jackson would not

' want to stir up controversy. They asked Cengress to pass a renewal blll 4 years eady. Naturally,
Congress complied and sent it to the President for signing, but Jacksen weighed-in with both feet. "Old
Hickory", never a coward, vetoed the bill. His veto message is one of the great American documents. It
clearly lays out the responsibility of the federal government towards its citizens, rich and poor.

"It is not our own citizens only who are to receive the bounty of our Government. More
than eight millions of the stock of this bank are held by foreigners.... 1s there no danger to
our liberty and independence in a bank that in its nature has so little to bind it to our
country? ...."

*Controlling our currency, receiving our public moneys, and holding thousands of our
citizens in dependence .... would be more formidable and dangerous than a military power
of the enemy.”

"If [government] would confine itself to equal protection, and, as Heaven does Its rains,
shower its favor alike on the high and the low, the rich and the peor, it would be an
unqualified blessing. In the act before me, there seems to be a wide and unnecessary
departura from these just principles."

-~ Andrew Jackson

" Later that year, in July 1832, Congress was unable to override Jackson's veto. Now, Jackson had to stand
for re-election. Jackson took his argument directly to the people. For the first time in US history,
Jackson took his Presidential campaign on the road. Before then, Presidential candidates
stayed at home and looked Presidential. His campalgn slogan was "Jackson and no Bank".

The National Republican party ran Senator Henry Clay against Jackson. Despite the fact that the bankers
pored over 3 million dellars inte Clay's campaign, Jackson was re-elected by a landslide in November of
1B32.

Despite his Presidential victory, Jackson knew the battle was only beginning. “"The hydra of corruption is
only scotched, not dead", said the newly elected President., Jackson ordered his new Secretary of
Treasury, Lewis McClean, to start removing the government's deposits from the Second Bank and start
placing them in state banks.

But McClean refused to do so. Jackson fired him and appointed Willlam ) Duane as the new Secretary of
~ the Treasury. Duane also refused to comply with the President's requests and so Jackson fired him as

well. And then appointed Roger B Teney to the office. Teney did withdrawal government funds from the

Bank starting on October 1st, 1833, Jackson was jubilant. "I have a chain. I'm ready with screws to

http://www.dailykos.com/story/2006/12/7/221733/660
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. draw every tooth and then the stumps." But the Bank was not yet done fighting. Its head Nicholas
" Biddle used its influence to get the Senate to reject Teney's nomination. '

Then, in a rare show of arrogance, Bittle threatened to cause a depression, Ifjthe Bank was not
rechartered. -

"This worthy President thinks that because he has scalped Indians and imprisoned Judges,
he is to have his way with the Bank. He is mistaken." :
-- Nicholas Biddle

Next, in an unbelievable fit of honesty for a central banker, Blddle admitted that he was going to make
' money scarce to force Congress to restore the Bank.

"Nothing but widespread suffering will produce any effect on Congress.... Qur only safety is
in pursuing a steady course of firm restriction - and I have no doubt that such a course will
ultimately lead to restoration of the currency and the recharter of the Bank."

-- Nicholas Biddle

" What a stunning revefation, Here was the pure truth, revealed with shocking clarity. Biddle intended to

~ use the money-contraction power of the Bank to cause a massive depression until America gave in.
Unfortunately, this has happened time and time again throughout US history,:and is about to happen
again, in today's world. ’

Nicholas Biddle made good on his threat. The Bank sharply contracted the rr':u:ne\‘r supply by calling in old
_ loans and refusing to extend new ones. A financial panic ensued, followed b‘} a deep depression.
- Naturally, Biddle blamed Jackson for the crash, saying that it was caused by the withdrawal of federal
funds from the Bank. :

. Unfortunately, his plan worked well. Wages and prices sagged. Unemployment soared, along with

i business bankruptcies. The nation quickly went into an uproar. Newspaper editors blasted Jackson in
. editorials. The Bank threatened to withhold payments, which then could be fnade directly to key

- politicians for their support. Within only months, Congress assembled in wh{at was called the "Panic

: Session."

. Six months after he had withdrawn funds from the Bank, Jackson was officially censured by a
~ resolution that passed the Senate by a vote of 26 to 20. It was the first ima that a President
. had ever been censured by Congress. Jackson lashed out at the Bank. "You are a den of vipers. I
~intend to rout you out and by eternal God, I will rout you out.”

America's fate teetered on a knife edge. If Congress could muster enough voteg to ovlr&Wﬂ_lf_bn's“ ‘
. veto, the Bank would be granted another 20-year monopoly or more over Ameri ¥

. to consolldate its already great power. . Support Bloggers® Rights!

Then, a miracle occurred. The governor of Pennsylvania came out supporting Jackson and strongly
© criticized the Bank. On top of that, Biddle had been caught boasting in public about the Bank's plan to
- crash the economy. . Candidates

Suddenly the tide shifted. In April of 1834, the House of RepresentativestiobddalBdt o S2daddinet
_ rechartering the Bank. This was followed up by an even more lopsided vote to set up a special
committee to investigate whether the Bank had caused the crash.

" When the investigating committee arrived at the Bank's door in Philidelphia, armed with a subpoena to

. examlne the books, Biddle refused to give them up, nor would he allow inspection of correspondence with
Congressmen, relating to their personal loans and advances he made to them. He also refused to testify
before the committee back in Washington.

In January 8th, 1835, Jackson paid off the final installment on the national debt, which had been
necessitated by allowing the banks to issue currency for government bonds, rather than simply issuing
treasury notes without such debt. He was tha only President to ever pay off the debt.

A few weeks later, on January 30th, 1835, an assassin by the name of Richard Lawrence, tried to shoot
President Jackson. But by the grace of God, both pistols misfired. Lawrence was later found not guilty by

" reason of insanity. After his release, he bragged to friends that powerful people in Europe had put him up
to the task and promised to protect him if he were caught.

The following year, whaen its charter ran out, the Second Bank of the United States, ceasaed
functioning as the nation’s central bank. Biddle was later arrested and charged with fraud. He was
tried and acquitted, but died shortly thereafter, while still tied up In civil suits.

After his second term as Presldent, Jackson retired here to the Hermitage outstde of Nashville to live out

http://www.dailykos.con/story/2006/12/7/221733/660 7/21/2009
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- his life, He is still remembered here for his determination to kill the Bank. In fact, he killed it so well that
it took the "money changers” 77 years to undo the darage.

When asked what his most important accomplishment had been, Jackson replied, "I killed the
Bank."

17. Abe Lincoln

Unfortunately, even Jackson failed to grasp the entlre plcture and its root cause. Aithough Jackson had
killed the central bank, the most insldicus weapeon of the "money changers” - fractional reserve banking -
remalned in use by the numerous state-chartered banks. This fueled economic instability in the years
before the Civil War, Still, the central bankers were out and as a result, America thrived as it expanded
westward.

Durlng this tirme, the principal "money changers” struggled to regain their lost centralized power, but to no
avail. Then, finally they reverted to the old central banker's formula: war to create debt and dependency.

If they couldn't get their central bank any other way, America could be brought to its knees by
plunging It into a Civil War, just as they had done in 1812, after the First Bank of the United
Stataes was not re-chartered.

— Poll
Should we terminate the Faderal Reserve?
 Yes
" No

(" Other (l.e. not sure, depends, etc)

| 531 votes | Results

Tags: Federal Reserve, Second Bank, income tax, Andrew Jackson, corruption, plutocracy,
oligarchy, tyranny, corporatism, fascism, Concentration of Wealith (all tags) :: Previous Tag
Verslons

Permalink | 26 comments
Comments: ~ Expand ~ Shrink (~ Hide [~ (#i~ays) | @ Indented ~ Flat [& (Always)
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Mojo Nixon would be proud. (3+ / 0-)
He Hates Banks.

‘ kiaatu barada nikto

by JohnGor0 on Thu Dec 07, 2006 at 07:33:01 PM PDT

He smote the banki?1 (1+ / 0-)
Interesting. Something 1 hadn’t known.

Thanks for the history lesson.
Life is just one damnped thing after another. Elbert Hubbard 1S author (1856 - 1915)

by x on Thu Deg 07, 2006 at 07:52:33 PM PDT
[ Parent ]

3 hour video on the history {3+ / 0-)
of Central Banking?
That's a goddamn "Girl's Gone Wild" beach party!!
kiaatu barada nikto

by JohnGorQ on Thu Dec 07, 2006 at 07:36:26 PM PDT

No, it's not a beach party with attractive people 7+ / 0-)
But it's an important subject though. Pepple get passionate about taxes and CAFTA and
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Califomia
Florida The Panic of 1857 abruptly ended the boom times that followed the Mexican War.
New York
Oregon The immediate event that touched off the panic was the failure of the New York
Washington branch of the Ohio Life Insurance and Trust Co., a major financial force that
coltapsed following massive embezzlement. Hard on the heels of this event amrived
t shook th ic" ¥
Read and Post other setbacks that shook the public's confidence
Comments

o The decision of British investors to rcmove funds from American banks raised

questions about overall soundness

The fall of grain prices spread economic misery into rural areas

Manufactured goods began to pile up in warechouses, leading to massive layoffs

« Widespread raiiroad failures occurred, an indication of how badly over-built
the American system had become

+ Land speculation programs collapsed with the railroads, ruining thousands of
investors.
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Confidence was further shaken in September when 30,000 pounds of gold were lost
at sea in 4 shipment from the San Francisco Mint to eastern banks. More than 400
lives were lost as well as public confidence in the government's ability to back its
paper currency with specie.

In Cctober, a bank holiday was declared in New England and New York in a vain
effort to avert runs on those institutions. Eventually the panic and depression spread
to Europe, South America and the Far East. No recovery was evident in the United
States for a year and a half and the full impact did not dissipate until the Civil War.

As an unfortunate sidelight, the South was hurt less than the other regions of the
country and many there concluded that the superiority of their economie system had
been vindicated.
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A Brief History of Bankruptcy Law
by
Professor Charles J. Tabb

These materials are derived from the article by Professor Tabb, The Hisfory of the Bankrupfcy Laws in the
United States, 3 Am. Bankr. Inst. L. Rev. 5-51 (1995).
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The Depression of 1893

In its impact on industry and
employment, the depression of the
1890s was on a par with the Great
Depression of the 1930s. In some places
it began before 1890, in a deep
agricultural crisis that hit Southern
cotton-growing regions and the Great
Plains in the late 1880s. The shock hit
Wall Street and urban areas in 1893, as
part of a massive worldwide economic
crisis. A quarter of the nation's
railroads went bankrupt; in some
cities, unemployment among industrial
workers exceeded 20 or even 25
percent.

Americans of different incomes
experienced the depression in
markedly different ways. In the bitter
winter months, some poor families
starved and others became wanderers.
Unemployed "tramps" crisscrossed the
countryside, walking or hiding on
freight trains. Many appeared at the
back doors of middle-class houses,
pleading for work or food.

Despite the obvious structural crisis,
many Americans blamed those who
could not find work, accusing them of
laziness or begging. Some among the
unemployed blamed themselves, and
stories of despair and suicide ran
almost daily in many newspapers.

Many in the comfortable classes feared
violence and anarchy. A series of bitter
labor conflicts—such as the Homestead

http://projects.vassar.edu/1896/depression.html

Jacob Coxey and his son, "Legal Tender"
Coxey from Coxey's magazine "Cause
and Cure," December 1897.

Jacob Coxey's Address on Behalf of the
Industrial Army

The Constitution of the United States
guarantees to all citizens the right to
peaceably assemble and petition for
redress of grievances, and furthermore
declares that the right of free speech shall
not be abridged.

We stand here to-day to test these
guaranties of our Constitution. We
choose this place of assemblage because
it is the property of the people. . . . Here
rather than at any other spot upon the
continent it is fitting that we should come
to mourn over our dead liberties and by
our protest arouse the imperiled nation to
such action as shall rescue the
Constitution and resurrect our liberties.
Upon these steps where we stand has
been spread a carpet for the royal feet of a
foreign princess, the cost of whose lavish
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strike at the Carnegie Steel Works, and
the Pullman strike in Chicago--
captured the nation's attention before
and during the depression itself. In
such situations, many respectable
Americans blamed violence on the
strikers, though others sympathized
with the plight of the underpaid and
unemployed.

In 1894, Ohio businessman Jacob
Coxey organized an "Industrial Army"
to protest the federal government's
inaction in the face of economic crisis.
Coxey proposed many programs that
would later win acceptance during the
New Deal, but which were considered
extremely radical in the 1890s. Most
notably he advocated the creation of
government jobs, through which
unemployed men could improve the
nation's roads and build public works,
while also supporting their families.
This project, he argued, could be
financed through the issue of
government bonds.

Coxey's Army picked up many allies
and sympathizers on its march to
Washington, but it also stirred panic
among those who feared an
insurrection of the unemployed. When
the members of the Army reached
Washington they were driven from the
Capitol lawn. Coxey, who tried to read
a prepared statement on the Capitol
steps, was jailed for trespassing,
though allies later read his speech into
the Congressional Record. Coxey, who
went on to run for U.S. Representative
from Ohio in 1894 (he lost to a
Republican) and to serve as a delegate
to the 1896 Populist convention.
Because of his high profile in the party,
many commentators associated
Populism with "Coxeyism."

The depression remained severe in
1896, making economic conditions a
crucial issue of the campaign, The

http://projects.vassar.edu/1896/depression. html
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entertainment was taken from the public
Treasury without the consent or the
approval of the people. Up these steps the
lobbyists of trusts and corporations have
passed unchallenged on their way to
committee rooms, access to which we,
the representatives of the toiling wealth-
producers, have been denied.

We stand here to-day in behalf of
millions of toilers whose petitions have
been buried in committee rooms, whose
prayers have been unresponded to, and
whose opportunities for honest,
remunerative, productive labor have been
taken from them by unjust legislation,
which protects idlers, speculators, and
gamblers: we come to remind the
Congress here assembled of the
declaration of a United States Senator,
"that for a quarter of a century the rich
have been growing richer, the poor poorer
and that by the close of the present
century the middle class will have
disappeared as the struggle for existence
becomes fierce and relentless.”

--Jacob S. Coxey, "Address of Protest" on
the steps of the Capitol, from the
Congressional Record, 53rd Congress,
2nd Session (9 May 1894), 4512,

There are millions of heads of families
partially or wholly out of employment,
and many of these must live in some
degree on the earnings of their friends. In
the agricultural districts wages have
fallen one-half. In manufacturing and
other lines, where labor is organized, and
the unions will not permit reductions,
wages remain more nearly at the old
figures, but as there is nothing to prevent
employers from reducing the number of
their employees, this has been done to
such an extent that the aggregate of all
wages paid is at the starvation point.
--Denver News, 20 September 1896

There is to be a presidential election this
year; in view of which it may be well to
remark--

That workingmen will not be taxed less

under a Republican president than they
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sitting Democratic president, Grover
Cleveland, was wildly unpepular
because of the depression--a fact that
helped foster a deep rift in the
Democratic party, and also made
Bryan's campaign an uphill battle from
the start. During the first two years of
McKinley's presidency the nation
returned to prosperity, bringing new
issues to the fore in 1898 and beyond.

‘The spectacle of men fighting for work...'
My God! This is terrible! Battling for the
privilege of working all day for enough to
eat--and the next day go at it again; and
so on until the earth rattles on their pine
boxes.

Cannot the good God do something to
relieve his wretched children? Or is this
thing to go on forever? Why not give
some good-hearted, honest man supreme
power for four years, and let him improve
God's world or blow it up. He could not
make it much worse than it is, for the
great mass of mankind.

A judicious hanging bee in Wall Street
would be a good measure with which to
begin the reformation.

-- L.D. [Ignatius Donnelly] in The
Representative, 29 August 1894

Cartoons on this Site Mentioning the
Depression

(see also broader manifestations of
gconomic concerns, such as appeals to
workingmen, the currency question, and
the tariff.)

29 September, L.A. Times
13 October, New York Journal
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have been under 2 Democrat.

That there will be no more opportunities
open to labor in the next four years than
there have been in the past four.

That it will be just as difficult to "make
ends meet" in the four years coming as in
the four years going.

That there w‘ill be no more flour in the bin
with a McKinley in the White House than
there has been with a Cleveland.

That concentration of wealth will rather
be accelerated than otherwise by the
change. That the election of a Republican
or a Democrat as president of this
"republic" will have no more effect on
inventionanﬁl the use of more machinery,
than the kick of a gnat on the Rocky
Mountain. ‘

We admit that this is rather a gloomy
forecast; buLexperience warrants it and
events will j' stify it.

--The Coming Nation, March 21, 1896
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