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Mr. Bush’s Broken Government continued . . . 


As the Bush Administration took hold, Dick Cheney, a/k/a the shadow president, swiftly undertook steps to as he has been quoted many times, “implement a resurgence of the imperial presidency,” one with the president as a “singularly powerful chief executive.”  Only with a president as clueless as George W. Bush was coming into office could such a brazen idea seem possible.  


Cheney was never the least bit hesitant in voicing disdain for the reforms that took place after the Nixon-Watergate Era, reforms viewed by Cheney as “dangerously weakening the Presidency.”  


While today’s political parties hide behind the idea that only when there is a sweep of their particular party (President, House and Senate all one party) can there be success as defined by the Party, but, that idea is contradictory to the checks and balances of a democracy.  A sweep of one party leads to abuses and bad policies, and yes, it happens regardless of whether the Democrats or Republicans are in the majority.  Part of the checks and balances is that Congress stands up to the executive branch, does not just rubber stamp policies and remains diligent about abuses such as the torture tactics that surfaced during the Bush Administration.  

This edition of Seeing the Round Corners continues with the list of “40 ways government failed during the George W. Bush Administration, 2001-2008,” as compiled by the Center for Public Integrity.  As you read and for future reference, note just how effective the recurring theme prevalent during the Bush Administration was – lack of funding for oversight.  Lack of funding for oversight is a subtle but incredibly powerful tool, one too often the ordinary citizen fails to recognize.  

Skyrocketing Deficit:  President Obama has been criticized and attacked for it seems, leaving his magic wand back in Chicago, and thus unable to correct the catastrophic economic conditions that existed when he began his Presidency.  Keep this thought in the back of your mind as you read:  Tax cuts do not mean a robust economy.  More on why in a later edition.  


President Bush inherited an unprecedented $127 million budget surplus.  “Budget surplus” is a not a term heard very often these days.  The most pessimistic citizen could probably make a case that former President Clinton left office with a surplus, but would be hard pressed to name real accomplishments.  A much admired ex-president, not so much admired president.


The Center’s analysis showed the Bush departure left the country with a “record-setting $455 billion deficit for fiscal year 2008.”  The analysis by the Center attributes that amount to the wars in Iraq and Afghanistan and rising health costs, with the Bush Administration’s 2001 tax cuts compounding the overall situation.  Those tax cuts so gleefully pushed by Bush/Cheney?  Without those cuts, the budget surplus would have held as late as 2005.  


In December of 2008, the Center estimated that the $455 billion deficit would reach up to $1 trillion in 2009.  Here in mid-2010, the U.S. Congressional Budget Office estimates the budget deficit will reach $1.066 trillion in 2011.
More Corporations Pay Less in Taxes:  This bit of information is one that generates some real head turning.  Tax fraud (the Center uses the term “Tax Avoidance”) reached a new high under the Bush Administration.  Corporations have the resources to hire the finest in personnel to find or “invent” tax credits and loopholes.  The Center notes, “Tax avoidance tactics abound, including funneling U.S. profits to tax-free subsidiaries overseas and using previous years losses (from up to 20 years ago), to write down a firm’s annual profits.”  

The Center’s analysis uncovered an astounding statistic regarding U.S. companies doing business in the United States.  The Government Accountability Office reported in its “controversial” 2008 study that “nearly 60 percent of the U.S. companies doing business in the United States paid no federal income taxes for at least one year between 1998 and 2005.  


Internal Revenue Service (IRS) Estimates in 2006, according to the Center, “corporations and the self-employed continue to evade some $88 billion in taxes a year.  The emphasis on directing its resources to where noncompliance occurs and making noncompliance with tax laws a “high priority” has resulted in “tax enforcement revenue for corporations increasing to $14.2 billion in 2007, a rise of 33 percent from the previous years,” according to an IRS response to the Center.  It is a pretty sad commentary when $14.2 billion of $88 billion owed is collected.  

Audit Rate of Rich Fall, Audits of Poor Spike:   This, at first glance, is somewhat misleading.  The Earned Income Tax Credit (EITC) is a credit designed to assist the working poor, and audits of those tax payers has risen to account for 40 percent of all investigations.  EITC fraud amounts to “roughly 3 percent of the estimated $300 million gap between paid and owed taxes.”  


The Center’s analysis and investigation also uncovered a bit of tax irony:  “The generous tax cuts were not the only boon wealthy individuals and large corporations received from the Bush Administration.”  “The IRS has given their tax returns less and less scrutiny even as it has stepped up its audit rates among the poor.”  This occurred in part due to the number of IRS agents declining by more than 30 percent.  


Such tactics translate to those who earn the least and thus owe the least received the heightened scrutiny.  A study by the Transactional Records Access Clearinghouse based at Syracuse University compiled statistics in 2007 which compared the number of audits conducted in 2007 to the number in 1990.  “Only 26 percent of corporations holding at least $250 million in assets were audited, compared to more than 70 percent in 1990.”  No doubt, corporations recognized the lack of oversight during the Bush Administration and took full advantage of it.    


As follow-up to the Center’s inquiry, the IRS noted that in 2007, “the agency audited one in 11 returns of individuals earning over $1 million, a jump of 85 percent from the year before.”  

SEC Allows Investment Banks to Go Unregulated:  In 2004, the Securities and Exchange Commission (SEC) made the fist move that allowed the “financial earthquake” of 2008.  With only seven staffers to oversee the five largest investment houses that controlled more than $4 trillion in assets, the SEC began “outsourcing risk monitoring responsibilities to the banks themselves.”  In October of 2008, the SEC Chairman Christopher Cox told Congress, “We have learned that voluntary regulation does not work.”  

“Asleep at the wheel” only begins to describe the SEC’s conduct since voluntary regulation went into effect in 2004.  Cox’s statement was especially poignant in light of his earlier statement in March of 2008 that “he felt a good deal of comfort about investment banks’ capital cushions.”  It is difficult to comprehend  how the Chairman of the SEC could make such a statement considering that only three days later Bear Stearns collapsed after having “self regulated” itself into a debt-to-assets ratio to as high as 33 to 1 – a heightened risk that was never addressed by the SEC.  


“The SEC’s oversight responsibilities now largely shift to the Federal Reserve,” according to the Center for Public Integrity, with oversight of investment banks’ brokerage units left to the SEC.  


The reader’s comments or questions are always welcome.  E-mail me at doris@dorisbeaver.com.
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