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they eventually controlled 90 percent 
of the secondary market mortgages. 
Their total portfolio of loans topped 
$5.4 trillion—half of all U.S. mortgage 
lending. This created the problem that 
we’re having today.’’ 

But they also ‘‘became a kind of jobs 
program for out-of-work Democrats. 

‘‘Franklin Raines and Jim Johnson, 
the CEOs under whom the worst ex-
cesses took place in the late 1990s to 
mid-2000s, were both high-placed Demo-
cratic operatives and advisors to Presi-
dential candidate BARACK OBAMA. 

‘‘On the surface, this sounds inno-
cent. Someone has to head the highly 
political Fannie and Freddie, right? 
But this is why crony capitalism is so 
dangerous. Those in power at Fannie 
and Freddie, as the sirens began to wail 
about some of their more egregious 
practices, began to bully those who op-
posed them. 

‘‘We now know that many of the Sen-
ators who protected Fannie and 
Freddie, including BARACK OBAMA, HIL-
LARY CLINTON and CHRISTOPHER DODD, 
have received mind-boggling levels of 
financial support from them over the 
years.’’ 

The SPEAKER pro tempore. The 
time of the gentlewoman has expired. 

Ms. FOXX. Thank you, Mr. Speaker. 
‘‘CRONY’’ CAPITALISM IS ROOT CAUSE OF 

FANNIE AND FREDDIE TROUBLES 
(By Terry Jones) 

In the past couple of weeks, as the finan-
cial crisis has intensified, a new talking 
point has emerged from the Democrats in 
Congress: This is all a ‘‘crisis of capitalism,’’ 
in socialist financier George Soros’ phrase, 
and a failure to regulate our markets suffi-
ciently. 

Well, those critics may be right—it is a cri-
sis of capitalism. A crisis of politically driv-
en crony capitalism, to be precise. 

Indeed, Democrats have so effectively mas-
tered crony capitalism as a governing strat-
egy that they’ve convinced many in the 
media and the public that they had nothing 
whatsoever to do with our current financial 
woes. 

Barack Obama has repeatedly blasted 
‘‘Bush-McCain’’ economic policies as the 
cause, as if the two were joined at the hip. 

Funny, because over the past 8 years, those 
who tried to fix Fannie Mae (FNM) and 
Freddie Mac (FRE)—the trigger for today’s 
widespread global financial meltdown—were 
stymied repeatedly by congressional Demo-
crats. 

This wasn’t an accident. Though some key 
Republicans deserve blame as well, it was a 
concerted Democratic effort that made re-
form of Fannie and Freddie impossible. 

The reason for this is simple: Fannie and 
Freddie became massive providers both of re-
liable votes among grateful low-income 
homeowners, and of massive giving to the 
Democratic Party by grateful investment 
bankers, both at the two government-spon-
sored enterprises and on Wall Street. 

The result: A huge taxpayer rescue that at 
last estimate is approaching $700 billion but 
may go even higher. 

It all started, innocently enough, in 1994 
with President Clinton’s rewrite of the 
Carter-era Community Reinvestment Act. 

Ostensibly intended to help deserving mi-
nority families afford homes—a noble idea— 

it instead led to a reckless surge in mortgage 
lending that has pushed our financial system 
to the brink of chaos. 

SUBPRIME’S MENTORS 
Fannie and Freddie, the main vehicle for 

Clinton’s multicultural housing policy, 
drove the explosion of the subprime housing 
market by buying up literally hundreds of 
billions of dollars in substandard loans— 
funding loans that ordinarily wouldn’t have 
been made based on such time-honored no-
tions as putting money down, having suffi-
cient income, and maintaining a payment 
record indicating creditworthiness. 

With all the old rules out the window, 
Fannie and Freddie gobbled up the market. 
Using extraordinary leverage, they eventu-
ally controlled 90% of the secondary market 
mortgages. Their total portfolio of loans 
topped $5.4 trillion—half of all U.S. mortgage 
lending. They borrowed $1.5 trillion from 
U.S. capital markets with—wink, wink—an 
‘‘implicit’’ government guarantee of the 
debts. 

This created the problem we are having 
today. 

As we noted a week ago, subprime lending 
surged from around $35 billion in 1994 to 
nearly $1 trillion last year—for total growth 
of 2,757% as of last year. 

No real market grows that fast for that 
long without being fixed. 

And that’s just what Fannie and Freddie 
were—fixed. They became a government-run, 
privately owned home finance monopoly. 

Fannie and Freddie became huge contribu-
tors to Congress, spending millions to influ-
ence votes. As we’ve noted here before, the 
bulk of the money went to Democrats. 

DOLLARS TO DEMS 
Meanwhile, Fannie and Freddie also be-

came a kind of jobs program for out-of-work 
Democrats. 

Franklin Raines and Jim Johnson, the 
CEOs under whom the worst excesses took 
place in the late 1990s to mid-2000s, were both 
high-placed Democratic operatives and ad-
visers to presidential candidate Barack 
Obama. 

Clinton administration official Jamie 
Gorelick also got taken care of by the 
Fannie-Freddie circle. So did top Clinton 
aide Rahm Emanuel, among others. 

On the surface, this sounds innocent. 
Someone has to head the highly political 
Fannie and Freddie, right? 

But this is why crony capitalism is so dan-
gerous. Those in power at Fannie and 
Freddie, as the sirens began to wail about 
some of their more egregious practices, 
began to bully those who opposed them. 

That included journalists, like the Wall 
Street Journal’s Paul Gigot, and GOP con-
gressmen, like Wisconsin Rep. Paul Ryan, 
whom Fannie and Freddie actively lobbied 
against in his own district. Rep. Cliff 
Stearns, R–Fla., who tried to hold hearings 
on Fannie’s and Freddie’s questionable ac-
counting practices in 2004, found himself 
stripped of responsibility for their oversight 
by House Speaker Dennis Hastert—a Repub-
lican. 

Where, you ask, were the regulators? 
Congress created a weak regulator to over-

see Freddie and Fannie—the Office of Fed-
eral Housing Enterprise Oversight—which 
had to go hat in hand each year to Capitol 
Hill for its budget, unlike other major regu-
lators. 

With lax oversight, Fannie and Freddie had 
a green light to expand their operations at 
breakneck speed. 

Fannie and Freddie had a reliable coterie 
of supporters in the Senate, especially 
among Democrats. 

‘‘We now know that many of the senators 
who protected Fannie and Freddie, including 
Barack Obama, Hillary Clinton and Chris-
topher Dodd, have received mind-boggling 
levels of financial support from them over 
the years,’’ wrote economist Kevin Hassett 
on Bloomberg.com this week. 

BUYING FRIENDS IN HIGH PLACES 
Over the span of his career, Obama ranks 

No. 2 in campaign donations from Fannie 
and Freddie, taking over $125,000. Dodd, head 
of the Senate Banking panel, is tops at 
$165,000. Clinton, ranked 12th, has collected 
$75,000. 

Meanwhile, Freddie and Fannie opened 
what were euphemistically called ‘‘Partner-
ship Offices’’ in the districts of key members 
of Congress to channel millions of dollars in 
funding and patronage to their supporters. 

In the space of a little more than a decade, 
Fannie and Freddie spent close to $150 mil-
lion on lobbying efforts. So pervasive were 
their efforts, they seemed unassailable, even 
during a Republican administration. 

Yet, by 2004, the crony capitalism had gone 
too far. Even OFHEO issued a report essen-
tially criticizing Fannie and Freddie for 
Enron-style accounting that let them boost 
profits in order to pay their politically well- 
connected executives hefty bonuses. 

It emerged that Clinton aide Raines, who 
took Fannie Mae’s helm as CEO in 1999, took 
in nearly $100 million by the time he left in 
2005. Others, including former Clinton Jus-
tice Department official Gorelick, took $75 
million from the Fannie-Freddie piggy bank. 

Even so, Fannie and Freddie were forced to 
restate their earnings by some $3.5 billion, 
due to the accounting shenanigans. 

As we noted, those who tried to halt this 
frenzy of activity found themselves hit by a 
political buzz saw. 

President Bush, reviled and criticized by 
Democrats, tried no fewer than 17 times, by 
White House count, to raise the issue of 
Fannie-Freddie reform. A bill cleared the 
Senate Banking panel in 2005, but stalled due 
to implacable opposition from Democrats 
and a critical core of GOP abettors. Rep. 
Barney Frank, who now runs the powerful 
House Financial Services Committee, helped 
spearhead that fight. 

Now, with the taxpayer tab approaching $1 
trillion or more, we’re learning the costs of 
crony capitalism. 

In the coming days, an IBD series will look 
into this phenomenon in greater detail—how 
we got here, who’s responsible, and why 
nothing was done. 

f 

REAL REFORM, OR NOTHING 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle-
woman from Ohio (Ms. KAPTUR) is rec-
ognized for 5 minutes. 

Ms. KAPTUR. Mr. Speaker, I have 
some advice for President Bush and 
Secretary Paulson, and that is—hold 
your horses. The Wall Street credit 
crunch is not the fault of the American 
taxpayer. In fact, 94 percent of the 
American people are paying their 
mortgages on time. 

The credit crunch has been created 
by an unregulated global financial 
market with some pretty important 
players. They sure have a lot more 
money than our family does. This mess 
extends far beyond Wall Street. The co- 
conspirators include the central banks 
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in China, Saudi Arabia, South Korea, 
and Japan. These institutions all 
around the world who fully understood 
they were buying pieces of paper held 
by people who lacked the ability to 
pay, but they wanted access to our 
markets to sell their goods, and they 
bought our debt securities to assure 
our government wouldn’t stand tall for 
fair trade. 

They played a form of financial musi-
cal chairs, so to speak, hoping that 
when the music stopped, they would 
not be penalized. Well, the music has 
stopped, and they don’t want to pay 
the penalty. They want a bailout. 

The American people for two decades 
have opposed the NAFTA-type trade 
deals that these financial houses have 
supported that have caused so many 
catastrophic losses of jobs as industries 
were outsourced, communities dev-
astated, and our national wealth 
harmed. The American people are not 
to blame for that. They’re frustrated 
with that. 

Rather, it is the stewards in these fi-
nancial houses, the folks over in this 
Bush administration, that want to ex-
tend NAFTA to Colombia now and the 
Federal Reserve and Treasury who fail 
to do their fiduciary duties. 

You know, there’s a lot of history 
here. 

If we think about where the seeds 
were planted that caused this mess in 
the markets, you can go back to 1989 
with the passage by this Congress of 
the Financial Institutions Reform, Re-
covery and Enforcement Act. I voted 
‘‘no’’ on that bill because what it did 
was it placed all of these troubled sav-
ings and loans back then that had bad 
paper right on the books of the Amer-
ican taxpayer. We paid over $250 billion 
for all of those mistakes, and that bill 
established a Resolution Trust Cor-
poration which executed a lot of very 
lucrative deals to dispose of those 
failed thrifts, including one called in 
the consolidation, post-RTC, Superior 
Bank, which, by 2001, after getting all 
of the tax breaks that it got, ended up 
getting the largest fine in American 
history ever imposed by the FDIC: $450 
million for its wrongdoing. 

That particular Act in 1989 also di-
minished the role of community sav-
ings banks that had been so important 
in our country. That Act also took the 
regulatory harness off the Wall Street 
high-steppers, and they began to get 
very, very careless. 

The RTC savings and loan failures ul-
timately have cost the American peo-
ple so much that we’re still paying in-
terest on the messes from the 1980s. 
Now they want to add more. 

Then in 1994, Congress passed—and I 
voted against—the Interstate Banking 
Act that basically allowed these finan-
cial institutions to get even bigger and 
less community-oriented. Give us no 
money on our passbook savings and 
charge us fees just if we have money in 

checking accounts. They have made 
billions. 

I remember in 1995 when Speaker 
Newt Gingrich was elected, and he 
went down to the Banking Committee 
and took the name off the door. It used 
to be Banking, Finance and Urban Af-
fairs, and he changed it to Financial 
Services; and oh, boy, have they been 
about doing that, putting fees on ev-
erything, practically even breathing 
when you walk in a bank. 

So the whole idea of prudent banking 
was thrown out the window, and the 
time-honored principles of character, 
collateral, and collectibility were 
thrown out. 

Then in 1999 the killer bill of all, 
Gramm-Leach-Bliley, was passed by 
this Congress, and it gutted the Glass- 
Steagall Act that had been there since 
the Great Depression. That Act passed 
this Congress by a margin of 362–57, and 
that repeal enabled commercial lenders 
like Citigroup, the largest U.S. bank by 
assets, to underwrite and trade instru-
ments such as mortgage-backed securi-
ties and collateralized debt obligations 
in the international market for the 
first time in American history. 

The repeal of that Act is one of the 
major contributing factors to the 
subprime mortgage crisis that we face. 
Nontransparent practices like deriva-
tives crept in, and it was even hard to 
define what a bank was anymore as 
loans were then changed to be bonds 
and then bonds became securitized debt 
and then securitized debt was sold into 
the international market. And who in 
the world even knows where your 
mortgage lies. 

b 2130 
Today, we have, as a Congress, the 

duty to reform the system, prosecute 
those responsible, and protect our tax-
payers. 

Mr. Speaker, might I just say, in 
closing, America doesn’t need $700 bil-
lion for Wall Street. We need 500 more 
lawyers and accountants at the FBI 
going after these people, not as a sym-
bolic force, but as a real force, to go 
after and recover the money from all 
the mansions, Mercedes, boats, stock 
options, and offshore tax havens that 
these people have set in place. 

This is a problem that this Congress 
has to solve. Please support my bills, 
H.R. 6990 and H.R. 1452, to set America 
on a more prudent and diligent course 
in our banking and financial system. 

f 

RECOGNIZING VICKI MIDDLETON 
FOR HER SERVICE TO THE CON-
GRESS AND TO THE COUNTRY 
The SPEAKER pro tempore. Under a 

previous order of the House, the gen-
tleman from California (Mr. HUNTER) is 
recognized for 5 minutes. 

Mr. HUNTER. Mr. Speaker, I appre-
ciate the time. 

And to all of my colleagues, as I wrap 
up this 28 years, having come in with 

Ronald Reagan in 1981, I would be re-
miss if I didn’t talk a little bit about 
this great Virginian who came in in 
1981, in August—I think it was about 
August 27, 1981, walked into my office 
and took a job as a front desk person, 
the person who’s right there in the 
front of the battlefield, to be a member 
of our office staff. Her name was Vicki 
Middleton, and she was the daughter of 
a dairy farmer in northern Virginia. 
And she came in with a can-do atti-
tude, did a wonderful job at the front 
desk. And then she moved to be a legis-
lative correspondent, and then our sen-
ior legislative person, and then, ulti-
mately, my chief of staff. 

Mr. Speaker, the ability of this 
House to operate and this legislative 
body to operate is strongly reliant on 
these wonderful, great Americans, 
these professional staff members who 
can look through a sea of interests and 
crosscurrents of people with various 
stakes in the game and can clearly see 
the American interest, what’s right for 
this country, and Vicki Middleton is 
one of those people. 

Mr. Speaker, I came in in 1981. I got 
on the Armed Services Committee. We 
rebuilt national defense. We came in 
with a 12.6 percent pay raise for our 
troops. We came back from those days 
when 1,000 petty officers a month were 
leaving the Navy because they couldn’t 
afford to take care of their families on 
the pay they were making. We rebuilt 
and replaced lots of those old planes 
that wouldn’t fly, and we fixed those 
ships that wouldn’t steam and we built 
lots more of them. And we stood up to 
the Soviet Union and we brought down 
the Berlin Wall. And we brought a new 
era of freedom to hundreds of millions 
of people in this world. 

And behind those initial programs 
and those initiatives by President Ron-
ald Reagan and later President George 
Herbert Walker Bush and then George 
W. Bush and the initiatives that we’ve 
undertaken with our armed services to 
bring freedom to others in the world 
and to protect our own security are 
those wonderful, great staff people who 
not only work on the Armed Services 
Committee, but also work in the Mem-
bers’ offices. And Vicki Middleton is 
first and foremost, in my mind, among 
those people. 

She is, in my estimation—and I know 
a few Members will argue with me be-
cause they have superb people working 
for them—I have always called her the 
best chief of staff on Capitol Hill. 

And so, Mr. Speaker, as I leave this 
job after 28 years, I thought it might be 
nice to give something to Vicki Mid-
dleton to make sure that she under-
stands how much we value her great 
leadership and her friendship. And so 
my wife Lynn and I had this painting, 
which is a signed and numbered litho-
graph by Olaf Wieghorst, whom you 
may have heard me talk about on a 
couple of occasions here on the House 
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