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from the Bush administration, passing 
that appropriations bill that was a 
makeup of all the bills we could not get 
done during the last few months of the 
Bush administration. 

Now we are going to, as I indicated, 
do these nominations. So we have had 
a very productive time. We have a lot 
more to do. But we should look satis-
factorily on what we have already 
done. 

f 

MEASURE PLACED ON THE 
CALENDAR—S. 570 

Mr. REID. Madam President, it is my 
understanding that S. 570 is at the desk 
and due for a second reading. 

The ACTING PRESIDENT pro tem-
pore. The clerk will read the title of 
the bill for the second time. 

The legislative clerk read as follows: 
A bill (S. 570) to stimulate the economy 

and create jobs at no cost to the taxpayers, 
and without borrowing money from foreign 
governments for which our children and 
grandchildren will be responsible, and for 
other purposes. 

Mr. REID. Madam President, I would 
object to any further proceedings with 
respect to this bill. 

The ACTING PRESIDENT pro tem-
pore. Objection is heard. 

The bill will be placed on the cal-
endar. 

Mr. REID. I suggest the absence of a 
quorum. 

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. BOND. Madam President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

RESERVATION OF LEADER TIME 

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the 
leadership time is reserved. 

f 

MORNING BUSINESS 

The ACTING PRESIDENT pro tem-
pore. Under the previous order, there 
will now be a period of morning busi-
ness until 12 noon, with Senators per-
mitted to speak for up to 10 minutes 
each. 

Mr. REID. Madam President, I sug-
gest the absence of a quorum. 

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. BOND. Madam President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

AMERICAN CREDIT CLEANUP PLAN 

Mr. BOND. Madam President, after 
passing the trillion-dollar ‘‘spend-ulus’’ 

bill, House Democrats are already talk-
ing about a second stimulus. It sounds 
to me as if they have already concluded 
that the first trillion dollar stimulus 
bill is a failure and was nothing more 
than a downpayment on their social 
agenda. 

I know Missourians and many Ameri-
cans agree that a trillion dollars is a 
terrible thing to waste. This is one eco-
nomic crisis we cannot simply pay our 
way out of. The bottom line is that our 
economy will not recover and condi-
tions for families, workers, and small 
businesses will not improve until we 
get to the root of the problem and rid 
our financial system of toxic assets. 
That is what the President said when 
he addressed the joint session. He said: 
We must solve the credit problem or 
nothing else will work. 

Well, to date, the Obama administra-
tion seems as though they have been 
trying to treat every cut and bruise on 
a patient who is experiencing cardiac 
arrest. Their strategy has been to ad-
dress each perceived crisis as a new one 
in an ad hoc manner. That has gone 
back to last fall under the previous ad-
ministration. The Treasury strategy 
has been to address the symptoms, not 
the underlying illness, and it is one 
that, unfortunately, we have followed 
here. 

Let’s take a look at what ‘‘ad- 
hocracy’’ has done for us: 

February’s unemployment numbers 
came out last Friday. Our Nation is 
now struggling under the highest un-
employment rate in more than 20 
years—8.1 percent. This is more than a 
number of millions of Americans who 
have been laid off and are struggling to 
find new jobs. That is right—millions. 

Almost 2 million workers have lost 
their jobs in the last 3 months. The lat-
est job numbers are another sad re-
minder that right now our financial 
system is not working. It has been 
clogged with toxic debt. 

The Treasury’s ad hoc approach is 
not working. The President’s approach 
seems to be to appease his different 
constituencies with one boutique ini-
tiative after another, and we have 
racked up over a trillion dollars in debt 
doing so. That effort—that ‘‘spend- 
ulus’’ bill—is going to stimulate the 
debt. It is going to stimulate the 
growth of Government. But it will not 
stimulate the economy or jobs. 

We have to focus on the urgent pri-
ority. I hope it does not take another 2 
million workers to face layoffs before 
the administration gets serious about 
addressing this crisis. 

Yesterday, the President said we 
need some ‘‘adult supervision’’ in 
Washington. I could not agree more. 
We definitely need some adult super-
vision in the Treasury Department 
when it comes to addressing our credit 
crisis. We need someone who is willing 
to make tough choices, not just slap-
ping new names on old ineffective pro-
grams and throwing billions of tax-
payer dollars into failed financial insti-
tutions in the hopes that Americans 

will see it as the change they have been 
promised. 

In the words of the current President 
and CEO of the Federal Reserve Bank 
of Kansas City, Thomas Hoenig: 

We have been slow to face up to the funda-
mental problems in our financial system and 
reluctant to take decisive action with re-
spect to failing institutions. 

We saw what happened in Japan 
when policymakers lacked the political 
will and were slow to clean up its sick 
banking system—a decade-long reces-
sion. That is why I believe we need a 
bold, coherent, and tested plan that 
will address the root causes of our eco-
nomic crisis, and the experts agree. 
They have been unanimous, and I have 
talked to many of them: people such as 
the former FDIC Chairman Bill 
Seidman, who ran the successful RTC 
program to clean up the savings and 
loan crisis; the former Fed Chairman, 
Alan Greenspan. The Presidents and 
CEOs of the Federal Reserve Banks of 
St. Louis, Kansas City, and Boston be-
lieve we must address the toxic assets 
clogging our financial system. 

Under my American credit cleanup 
plan, which I have talked about before 
on this floor, the Government can put 
to work statutory authorities long 
used by the FDIC for failed banks. We 
know this plan can work. It worked 
during the savings and loan crisis, and 
it can work again to solve the credit 
crunch. It works every day when the 
FDIC goes in to shut down failed insti-
tutions, and it can work right now in 
this major crisis. When we boil it down, 
it is not easy, but the solution is sim-
ple—three steps: First, identify the 
sick banks; second, remove the toxic 
assets, protect depositors, and fire the 
failed executives and board of directors 
who caused this mess; third, relaunch 
cleansed healthy banks back into the 
private market; get the Government 
out so the banks can get about doing 
their job of providing credit; no more 
of us fighting on the floor of how much 
a failed executive of a failed bank 
should be paid. Get them out. 

This is the right approach that pro-
vides a clear exit strategy. It puts an 
end to throwing more and more billions 
of good taxpayer dollars into failing 
banks. It is the right approach to put 
our economy back on the road. 

I call on the President and his eco-
nomic team to get past their denial 
about the serious illness facing our 
economy. Their trillion-dollar box of 
Band-Aids isn’t going to work. Stop 
pouring good taxpayer dollars into 
failed banks with no plan and no strat-
egy. We have a skilled surgeon in the 
FDIC who has operated on failed banks 
and has the experience and knowledge 
to deal with toxic assets. 

Last night, a reporter was ques-
tioning me and said, ‘‘Everybody is 
talking about removing toxic assets.’’ 
Well, that is the problem. 

In the words of one of my favorite 
country music songs, we need a little 
less talk and a lot more action. If the 
FDIC’s current authorities are insuffi-
cient, Congress must stand ready to 
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provide any tools or resources the 
FDIC needs to complete the surgery. I 
have cosponsored S. 541 with Senator 
DODD to expand the FDIC borrowing 
authority. I call on our leadership to 
bring it up, to add authority for the 
FDIC to regulate bank holding compa-
nies. Give them the tool and let them 
use it. 

The Obama administration must face 
the reality that major surgery on our 
financial institutions is imperative to 
extract toxic assets clogging our finan-
cial system so the economy can re-
cover. No more throwing billions at 
failed banks. Send in the FDIC. This is 
one crisis where hope won’t be enough. 
We must act, and we must act now. 

Madam President, I ask unanimous 
consent that the remarks of Thomas 
Hoenig, the President and CEO of the 
Federal Reserve Bank of Kansas City, 
be printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

TOO BIG HAS FAILED 
Two years ago, we started seeing a problem 

in a specialized area of financial markets 
that many people had never heard of, known 
as the subprime mortgage market. At that 
time, most policymakers thought the prob-
lems would be self-contained and have lim-
ited impact on the broader economy. Today, 
we know differently. We are in the midst of 
a very serious financial crisis, and our econ-
omy is under significant stress. 

Over the past year, the Federal govern-
ment and financial policy makers have en-
acted numerous programs and committed 
trillions of dollars of public funds to address 
the crisis. And still the problems remain. We 
have yet to restore confidence and trans-
parency to the financial markets, leaving 
lenders and investors wary of making new 
commitments. 

The outcome so far, while disappointing, is 
perhaps not surprising. 

We have been slow to face up to the funda-
mental problems in our financial system and 
reluctant to take decisive action with re-
spect to failing institutions. We are slowly 
beginning to deal with the overhang of prob-
lem assets and management weaknesses in 
some of our largest firms that this crisis is 
revealing. We have been quick to provide li-
quidity and public capital, but we have not 
defined a consistent plan and not addressed 
basic shortcomings and, in some cases, the 
insolvent position of these institutions. 

We understandably would prefer not to 
‘‘nationalize’’ these businesses, but in react-
ing as we are, we nevertheless are drifting 
into a situation where institutions are being 
nationalized piecemeal with no resolution of 
the crisis. 

With conditions deteriorating around us, I 
will offer my views on how we might yet deal 
with the current state of affairs. I’ll start 
with a brief overview of the policy actions 
we have been pursuing, but I will also pro-
vide perspective on the actions we have 
taken and the outcomes we have experienced 
in previous financial crises. Finally, I will 
suggest what lessons we might take from 
these previous crises and apply to working 
our way out of the current crisis. 

In suggesting alternative solutions, I ac-
knowledge it is no simple matter to solve. 
People say ‘‘it can’t be done’’ when speaking 
of allowing large institutions to fail. But I 
don’t think that those who managed the Re-
construction Finance Corporation, the Reso-
lution Trust Corporation, the Swedish finan-

cial crisis or any other financial crisis were 
handed a blueprint that carried a guarantee 
of success. I don’t accept that we have lost 
our ability to solve a new problem, espe-
cially when it looks like a familiar problem. 

CURRENT POLICY ACTIONS AND PROBLEMS 
Much has been written about how we got 

into our current situation, most notably the 
breakdowns in our mortgage finance system, 
weak or neglected risk management prac-
tices, and highly leveraged and inter-
connected firms and financial markets. Be-
cause this has been well-documented, today I 
will focus on the policy responses we have 
tried so far and where they appear to be fall-
ing short. 

A wide range of policy steps has been 
taken to support financial institutions and 
improve the flow of credit to businesses and 
households. In the interest of time, I will go 
over the list quickly. 

As a means of providing liquidity to the fi-
nancial system and the economy, the Fed-
eral Reserve has reduced the targeted federal 
funds rate in a series of steps from 5.25 per-
cent at mid-year 2007 to the present 0 to 25 
basis-point range. In addition, the Federal 
Reserve has instituted a wide range of new 
lending programs and, through its emer-
gency lending powers, has extended this 
lending beyond depository institutions. 

The Treasury Department. the Federal Re-
serve and other regulators have also ar-
ranged bailouts and mergers for large strug-
gling or insolvent institutions, including 
Fannie Mae and Freddie Mac, Bear Stearns, 
WaMu, Wachovia, AIG, Countrywide, and 
Merrill Lynch. But other firms, such as Leh-
man Brothers, have been allowed to fail. 

The Treasury has invested public fluids, 
buying preferred stock in more than 400 fi-
nancial institutions through the TARP pro-
gram. TARP money has also been used to 
fund government guarantees of more than 
$400 billion of securities held by major finan-
cial institutions, such as CitiGroup and 
Bank of America. In addition, the Federal 
Reserve and the Treasury Department have 
committed more than $170 billion to bail out 
the troubled insurance company AIG. 

Other actions have included increased de-
posit insurance limits and guarantees for 
bank debt instruments and money market 
mutual funds. 

The most recent step is the Treasury fi-
nancial stability plan, which provides for a 
new round of TARP spending and controls, 
assistance for struggling homeowners, and a 
plan for a government/private sector part-
nership to buy up bad assets held by finan-
cial institutions and others. 

The sequence of these actions, unfortu-
nately, has added to market uncertainty. In-
vestors are understandably watching to see 
which institutions will receive public money 
and survive as wards of the state. 

Any financial crisis leaves a stream of 
losses embedded among the various partici-
pants, and these losses must ultimately be 
borne by someone. To start the resolution 
process, management responsible for the 
problems must be replaced and the losses 
identified and taken. Until these kinds of ac-
tions are taken, there is little chance to re-
store market confidence and get credit mar-
kets flowing. It is not a question of avoiding 
these losses, but one of how soon we will 
take them and get on to the process of recov-
ery. Economist Allan Meltzer may have ex-
pressed this point best when he said that 
‘‘capitalism without failure is like religion 
without sin.’’ 

WHAT MIGHT WE LEARN FROM PREVIOUS 
FINANCIAL CRISES? 

Many of the policy actions I just described 
provide support to the largest financial insti-
tutions, those that are frequently referred to 

as ‘‘too big to fail.’’ A rationale for such ac-
tions is that the failure of a large institution 
would have a systemic impact on the econ-
omy. It is emphasized that markets have be-
come more complex, and institutions—both 
bank and nonbank entities—are now larger 
and connected more closely through a com-
plicated set of relationships. Often, they 
point to the negative impact on the economy 
caused by last year’s failure of Lehman 
Brothers. 

History, however, may show us another ex-
perience. When examining previous financial 
crises, in other countries as well as in the 
United States, large institutions have been 
allowed to fail. Banking authorities have 
been successful in placing new and more re-
sponsible managers and directors in charge 
and then reprivatizing them. There is also 
evidence suggesting that countries that have 
tried to avoid taking such steps have been 
much slower to recover, and the ultimate 
cost to taxpayers has been larger. 

There are several examples that illustrate 
these points and show what has worked in 
previous crises and what hasn’t. A compari-
son that many are starting to draw now is 
with what happened in Japan and Sweden. 

Japan took a very gradual and delayed ap-
proach in addressing the problems in its 
banks. A series of limited steps spread out 
over a number of years were taken to slowly 
remove bad assets from the banks, and Japan 
put off efforts to address an even more fun-
damental problem—a critical shortage of 
capital in these banks. As a result, the banks 
were left in the position of having to focus 
on past problems with little resources avail-
able to help finance any economic recovery. 

In contrast, Sweden took decisive steps to 
identify losses in its major financial institu-
tions and insisted that solvent institutions 
restore capital and clean up their balance 
sheets. The Swedish government did provide 
loans to solvent institutions, but only if 
they also raised private capital. 

Sweden dealt firmly with insolvent institu-
tions, including operating two of the largest 
banks under governmental oversight with 
the goal of bringing in private capital within 
a reasonable amount of time. To deal with 
the bad assets in these banks, Sweden cre-
ated well-capitalized asset management cor-
porations or what we might call ‘‘bad 
banks.’’ This step allowed the problem assets 
to be dealt with separately and systemati-
cally, while other banking operations contin-
ued under a transparent and focused frame-
work. 

The end result of this approach was to re-
store confidence in the Swedish banking sys-
tem in a timely manner and limit the 
amount of taxpayer losses. Sweden, which 
experienced a real estate decline more severe 
than that in the United States, was able to 
resolve its banking problems at a long term 
net cost of less than 2 percent of GDP. 

We can also learn a great deal from how 
the United States has dealt with previous 
crises. There has been a lot written attempt-
ing to draw parallels with the Great Depres-
sion. The main way that we dealt with strug-
gling banks at that time was through the Re-
construction Finance Corporation. 

Without going into great detail about the 
RFC, I will note the four principles that 
Jesse Jones, the head of the RFC, employed 
in restructuring banks. The first step was to 
write down a bank’s bad assets to realistic 
economic values. Next, the RFC would judge 
the character and capacity of bank manage-
ment and make any needed and appropriate 
changes. The third step was to inject equity 
in the form of preferred stock, but this step 
did not occur until realistic asset values and 
capable management were in place. The final 
step was receiving the dividends and eventu-
ally recovering the par value of the stock as 
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a bank returned to profitability and full pri-
vate ownership. 

At one point in 1933, the RFC held capital 
in more than 40 percent of all banks, rep-
resenting one-third of total bank capital ac-
cording to some estimates, but because of 
the four principles of Jesse Jones, this was 
all carried out without any net cost to the 
government or to taxpayers. 

If we compare the TARP program to the 
RFC, TARP began without a clear set of 
principles and has proceeded with what 
seems to be an ad hoc and less-than-trans-
parent approach in the case of banks judged 
‘‘too big to fail.’’ In both the RFC and Swed-
ish experiences, triage was first used to set 
priorities and determine what institutions 
should be addressed immediately. TARP 
treated the largest institutions as one. As we 
move forward from here, therefore, we would 
be wise to have a systematic set of principles 
and a detailed plan to guide us. 

Another example we need to be aware of 
relates to the thrift problems of the 1980s. 
Because the thrift insurance fund was inad-
equate to avoid the losses embedded in thrift 
balance sheets, an attempt was made to 
cover over the losses with net worth certifi-
cates and expanded powers that were sup-
posed to allow thrifts to grow out of their 
problems. A notable fraction of the thrift in-
dustry was insolvent, but continued to oper-
ate as so-called ‘‘zombie’’ or ‘‘living dead’’ 
thrifts. As you may recall, this attempt to 
postpone closing insolvent thrifts did not 
end well, but instead added greatly to the 
eventual losses and led to greater real estate 
problems. 

A final example—our approach to large 
bank problems in the 1980s and early 1990s— 
shows that we have taken some steps to deal 
with banking organizations that are consid-
ered ‘‘too big to fail’’ or very important on a 
regional level. 

The most prominent example is Conti-
nental Illinois’ failure in 1984. Continental 
was the seventh-largest bank in the country, 
the largest domestic commercial and indus-
trial lender, and the bank that popularized 
the phrase ‘‘too big to fail.’’ Questions about 
Continental’s soundness led to a run by large 
foreign depositors in May of 1984. 

But looking back, Continental actually 
was allowed to fail. Although the FDIC put 
together an open bank assistance plan and 
injected capital in the form of preferred 
stock, it also brought in new management at 
the top level, and shareholders, who were the 
bank’s owners, lost their entire investment. 
The FDIC also separated the problem assets 
from the bank, which left a clean bank to be 
restructured and eventually sold. To liq-
uidate the bad assets, the FDIC hired spe-
cialists to oversee the different categories of 
loans and entered into a service agreement 
with Continental that provided incentive 
compensation for its staff to help with the 
liquidation process. 

A lesson to be drawn from Continental is 
that even large banks can be dealt with in a 
manner that imposes market discipline on 
management and stockholders, while con-
trolling taxpayer losses. The FDIC’s asset 
disposition model in Continental, which used 
incentive fees and contracts with outside 
specialists, also proved to be an effective and 
workable model. This model was employed 
again in the failure of Bank of New England 
in 1991, the failures of nearly all of the large 
banking organizations in Texas in the 1980s, 
and also for the Resolution Trust Corpora-
tion, which was set up to liquidate failed 
thrifts. 

RESOLVING THE CURRENT CRISIS 
Turning to the current crisis, there are 

several lessons we can draw from these past 
experiences. 

First, the losses in the financial system 
won’t go away—they will only fester and in-
crease while impeding our chances for a re-
covery. 

Second, we must take a consistent, timely, 
and specific approach to major institutions 
and their problems if we are to reduce mar-
ket uncertainty and bring in private inves-
tors and market funding. 

Third, if institutions—no matter what 
their size—have lost market confidence and 
can’t survive on their own, we must be will-
ing to write down their losses, bring in capa-
ble management, sell off and reorganize mis-
aligned activities and businesses, and begin 
the process of restoring them to private own-
ership. 

How can we do this today in an era where 
we have to deal with systemic issues rising 
not only from very large banks, but also 
from many other segments of the market-
place? I would be the first to acknowledge 
that some things have changed in our finan-
cial markets, but financial crises continue to 
occur for the same reasons as always—over- 
optimism. excessive debt and leverage ratios, 
and misguided incentives and perspectives— 
and our solutions must continue to address 
these basic problems. 

The process we use for failing banks—al-
beit far from perfect in dealing with ‘‘too big 
to fail’’ banks—provides some first insight 
into the principles we should establish in 
dealing with financial institutions of any 
type. 

Our bank resolution framework focuses on 
timely action to protect depositors and other 
claimants, while limiting spillover effects to 
the economy. Insured depositors at failed 
banks typically gain full and immediate ac-
cess to their funds, while uninsured deposi-
tors often receive quick, partial payouts 
based on expected recoveries. 

To provide for a continuation of essential 
banking services, the FDIC may choose from 
a variety of options, including purchase and 
assumption transactions, deposit transfers 
or payouts, bridge banks, conservatorships, 
and open bank assistance. These options 
focus on transferring important banking 
functions over to sound banking organiza-
tions with capable management, while put-
ting shareholders at failed banks first in line 
to absorb losses. 

Other important features in resolving fail-
ing banks include an established priority for 
handling claimants, prompt corrective ac-
tion, and least-cost resolution provisions to 
protect the deposit insurance fund and, ulti-
mately, taxpayers and to also bring as much 
market discipline to the process as possible. 

I would argue for constructing a defined 
resolution program for ‘‘too big to fail’’ 
banks and bank holding companies, and 
nonbank financial institutions. It is espe-
cially necessary in cases where the normal 
bankruptcy process may be too slow or dis-
ruptive to financial market activities and re-
lationships. The program and resolution 
process should be implemented on a con-
sistent, transparent and equitable basis 
whether we are resolving small banks, large 
banks or other complex financial entities. 

How should we structure this resolution 
process? While a number of details would 
need to be worked out, let me provide a 
broad outline of how it might be done. 

First, public authorities would be directed 
to declare any financial institution insolvent 
whenever its capital level falls too low to 
support its ongoing operations and the 
claims against it, or whenever the market 
loses confidence in the firm and refuses to 
provide finding and capital. This directive 
should be clearly stated and consistently ad-
hered to for all financial institutions that 
are part of the intermediation process or 
payments system. We must also recognize up 

front that the FDIC’s resources and other fi-
nancial industry support funds may not al-
ways be sufficient for this task and that 
Treasury money may also be needed. 

Next, public authorities should use receiv-
ership, conservatorship or ‘‘bridge bank’’ 
powers to take over the failing institution 
and continue its operations under new man-
agement. Following what we have done with 
banks, a receiver would then take out all or 
a portion of the bad assets and either sell the 
remaining operations to one or more sound 
financial institutions or arrange for the op-
erations to continue on a bridge basis under 
new management and professional oversight. 
In the case of larger institutions with com-
plex operations, such bridge operations 
would need to continue until a plan can be 
carried out for cleaning up and restructuring 
the firm and then reprivatizing it. 

Shareholders would be forced to bear the 
full risk of the positions they have taken and 
suffer the resulting losses. The newly re-
structured institution would continue the es-
sential services and operations of the failing 
firm. 

All existing obligations would be addressed 
and dealt with according to whatever pri-
ority is set up for handling claims. This 
could go so far as providing 100 percent guar-
antees to all liabilities, or, alternatively, it 
could include resolving short-term claims 
expeditiously and, in the case of uninsured 
claims, giving access to maturing funds with 
the potential for haircuts depending on ex-
pected recoveries, any collateral protection 
and likely market impact. 

There is legitimate concern for addressing 
these issues when institutions have signifi-
cant foreign operations. However, if all li-
abilities are guaranteed, for example, and 
the institution is in receivership, such inter-
national complexities could be addressed sat-
isfactorily. 

One other point in resolving ‘‘too big to 
fail’’ institutions is that public authorities 
should take care not to worsen our exposure 
to such institutions going forward. In fact, 
for failed institutions that have proven to be 
too big or too complex to manage well, steps 
must be taken to break up their operations 
and sell them off in more manageable pieces. 
We must also look for other ways to limit 
the creation and growth of firms that might 
be considered ‘‘too big to fail.’’ 

In this regard, our recent experience with 
ad hoc solutions to large failing firms has led 
to even more concentrated financial markets 
as only the largest institutions are likely to 
have the available resources for the type of 
hasty takeovers that have occurred. Another 
drawback is that these organizations do not 
have the time for necessary ‘‘due diligence’’ 
assessments and, as we have seen, may en-
counter serious acquisition problems. Under 
a more orderly resolution process, public au-
thorities would have the time to be more se-
lective and bring in a wider group of bidders, 
and they would be able to offer all or por-
tions of institutions that have been restored 
to sound conditions. 

CONCLUDING THOUGHTS 
While hardly painless and with much com-

plexity itself, this approach to addressing 
‘‘too big to fail’’ strikes me as constructive 
and as having a proven track record. More-
over, the current path is beset by ad hoc de-
cision making and the potential for much po-
litical interference, including efforts to force 
problem institutions to lend if they accept 
public funds; operate under other imposed 
controls; and limit management pay, bo-
nuses and severance. 

If an institution’s management has failed 
the test of the marketplace, these managers 
should be replaced. They should not be given 
public funds and then micro-managed, as we 
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are now doing under TARP, with a set of po-
litical strings attached. 

Many are now beginning to criticize the 
idea of public authorities taking over large 
institutions on the grounds that we would be 
‘‘nationalizing’’ our financial system. I be-
lieve that this is a misnomer, as we are tak-
ing a temporary step that is aimed at clean-
ing up a limited number of failed institu-
tions and returning them to private owner-
ship as soon as possible. This is something 
that the banking agencies have done many 
times before with smaller institutions and, 
in selected cases, with very large institu-
tions. In many ways, it is also similar to 
what is typically done in a bankruptcy 
court, but with an emphasis on ensuring a 
continuity of services. In contrast, what we 
have been doing so far is every bit a process 
that results in a protracted nationalization 
of ‘‘too big to fail’’ institutions. 

The issue that we should be most con-
cerned about is what approach will produce 
consistent and equitable outcomes and will 
get us back on the path to recovery in the 
quickest manner and at reasonable cost. 
While it may take us some time to clean up 
and reprivatize a large institution in today’s 
environment—and I do not intend to under-
estimate the difficulties that would be en-
countered—the alternative of leaving an in-
stitution to continue its operations with a 
failed management team in place is certain 
to be more costly and far less likely to 
produce a desirable outcome. 

In a similar fashion, some are now claim-
ing that public authorities do not have the 
expertise and capacity to take over and run 
a ‘‘too big to fail’’ institution. They contend 
that such takeovers would destroy a firm’s 
inherent value, give talented employees a 
reason to leave, cause further financial panic 
and require many years for the restructuring 
process. We should ask, though, why would 
anyone assume we are better off leaving an 
institution under the control of failing man-
agers, dealing with the large volume of 
‘‘toxic’’ assets they created and coping with 
a raft of politically imposed controls that 
would be placed on their operations? 

In contrast, a firm resolution process could 
be placed under the oversight of independent 
regulatory agencies whenever possible and 
ideally would be funded through a combina-
tion of Treasury and financial industry 
funds. 

Furthermore, the experience of the bank-
ing agencies in dealing with significant fail-
ures indicates that financial regulators are 
capable of bringing in qualified management 
and specialized expertise to restore failing 
institutions to sound health. This rebuilding 
process thus provides a means of restoring 
value to an institution, while creating the 
type of stable environment necessary to 
maintain and attract talented employees. 
Regulatory agencies also have a proven 
track record in handling large volumes of 
problem assets—a record that helps to en-
sure that resolutions are handled in a way 
that best protects public funds. 

Finally, I would argue that creating a 
framework that can handle the failure of in-
stitutions of any size will restore an impor-
tant element of market discipline to our fi-
nancial system, limit moral hazard concerns, 
and assure the fairness of treatment from 
the smallest to the largest organizations 
that that is the hallmark of our economic 
system. 

Mr. BOND. Madam President, I yield 
the floor. 

The ACTING PRESIDENT pro tem-
pore. The Republican leader is recog-
nized. 

THE BUDGET 
Mr. MCCONNELL. Madam President, 

yesterday I noted that in the middle of 
the current economic crisis, the admin-
istration’s budget spends too much, 
taxes too much, and borrows too much. 
Yesterday I focused primarily on the 
fact that it spends too much. This 
morning I wish to expand a little bit 
more on that issue. 

As I noted yesterday, the current 
Congress is on a remarkable spending 
binge. In the first 50 days of the new 
administration, Congress has approved 
more than $1.2 trillion in spending 
which translates into $24 billion a day, 
or $1 billion every hour since Inaugura-
tion Day. The budget, which we just 
learned about a while back, continues 
that trend. 

Earlier this week, Congress approved 
a Government spending bill that in-
creased spending by 8 percent over last 
year, about double the rate of infla-
tion. The budget proposes another 
spending increase over last year’s 
budget of an additional 8 percent. A lot 
of people are wondering why, in the 
midst of a recession, when millions of 
Americans are losing jobs and homes, 
the administration is proposing to 
spend tax dollars as if we are in the 
middle of the dot.com boom. 

According to the administration’s 
budget plan, the State Department sees 
a 41-percent increase in spending next 
year—a 41-percent increase in spending 
at the State Department. HUD sees an 
18-percent increase. 

The budget also proposes a ‘‘slush 
fund’’ for climate policy that will be 
larger than the entire annual budgets 
at the Department of Labor, Treasury, 
and Interior. Let me say that again: A 
slush fund for climate policy that will 
be bigger than the budgets of the De-
partment of Labor, Treasury, and Inte-
rior. 

Americans want reform in education, 
health care, energy, and other areas, 
but they want the administration to 
fix the economy first. That is the first 
priority. At this point we seem to be 
getting proposals on everything but 
the financial crisis. That is what is 
crippling our economy. 

This budget spends too much, taxes 
too much, and borrows too much. If we 
want to earn the confidence of the 
American people for our programs and 
plans, the first thing we need to do is 
to get this excessive spending under 
control. 

f 

HONORING OUR ARMED FORCES 
SERGEANT WILLIAM PATRICK RUDD 

Mr. MCCONNELL. Madam President, 
one of America’s bravest soldiers has 
fallen, so I rise to speak about SGT 
William Patrick Rudd of Madisonville, 
KY. On October 5, 2008, Sergeant Rudd 
tragically died of the wounds sustained 
during a ground assault raid on senior 
leaders of al-Qaida in Mosul, Iraq. He 
was 27 years old. 

Sergeant Rudd was an Army Ranger 
on his eighth deployment in support of 

the war on terror. He had previously 
served five tours in Iraq and two in Af-
ghanistan. 

For his many acts of bravery over 
years of service, he received several 
medals, awards, and decorations, in-
cluding the Kentucky Medal for Free-
dom, three Army Achievement Medals, 
the Army Commendation Medal, the 
Joint Service Commendation Medal, 
the Meritorious Service Medal, the 
Purple Heart, and the Bronze Star 
Medal. 

Army Rangers are among the most 
elite members of our fighting forces. 
They undergo grueling training to wear 
the honored Ranger Tab on their 
sleeves. For Sergeant Rudd it was the 
life he always wanted. 

‘‘I really enjoy what I’m doing and I 
think I’m really good at it,’’ Sergeant 
Rudd told his friend and fellow Ranger, 
SSG Brett Krueger. This was just a few 
days before his death. ‘‘I told him he 
was,’’ Staff Sergeant Krueger remem-
bers. 

Sergeant Rudd said, ‘‘And I don’t pic-
ture myself doing anything else as suc-
cessful and as comfortable as what I do 
now.’’ 

Sergeant Rudd’s parents also remem-
ber their son—who went by his middle 
name, Patrick—as a young man firmly 
dedicated to his fellow Rangers and the 
cause they fight for. 

‘‘He died for the country,’’ says Wil-
liam Rudd, Patrick’s dad. ‘‘He loved 
the Army Rangers. He loved his men. 
. . . He didn’t join for himself. You 
might say he joined for everyone else 
over here.’’ 

Patrick’s mother, Pamela Coakley, 
also remembers her son’s sure sense 
that he was on the right path. ‘‘One 
thing he told me, if this ever happened 
. . . was just to know that he died 
happy and proud,’’ she says. ‘‘And 
that’s what stuck with me, because 
those big brown eyes looked into me. I 
know he was serious.’’ 

Pamela also remembers Patrick’s 
fascination since he was young with 
the men and women who fight on the 
side of the good guys. ‘‘CIA, FBI, ever 
since he was a little boy growing up. 
. . . U.S. Marshals . . . his cousin was a 
State trooper, and he always wanted to 
be in that field,’’ she says. 

Young Patrick also loved the out-
doors, camping, and riding horses. In 
fact, the family owned horses and Pam-
ela remembers a time when one of hers 
was injured. She feared the horse would 
not survive. But 12-year-old Patrick 
gave the horse shots, cleaned its 
wounds, and it lived. ‘‘He was always 
my little man,’’ Pamela says. ‘‘He was 
always my son, but really the man of 
the house, too.’’ 

Patrick also looked after his sister, 
Elizabeth Lam, and that included send-
ing a message to her would-be boy-
friends. ‘‘On my first date, he sat on 
the front porch with a shotgun,’’ Eliza-
beth said, ‘‘on my very first date.’’ 

Patrick graduated from Madison-
ville-North Hopkins High School in 
1999 and then worked at White Hydrau-
lics in Hopkinsville, after which he 
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