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E Cltlzens not only feel
bound by red tape, but
'economlc rebound s’uﬂed
ByAshbyFoote -

Cantributing columnisl

Southwest AJrlmes may be on to '

' somethmg

Itslatest arl carnpalgn features'

giant] balls of red- -tape chasmg travel-
ers down airport concourses like
escapmg Indiania Joneses. The cam-
paign’s message: Air travélers are

frazzled, frustrated and fed-up with -
all the superfluous paperwork and

spécial gotcha rules they must com=

ply with to'use therr frequent ﬂyer .

miles.
Picture hundreds of thousands of
those balls of red-tape
chasrng America’s
workers and business
leaders across factory
floors and-down ofﬁce )
hallways. .
‘Comical as it may
be, red- -tape is a seti-
ous, if mostly inseen,
dragon Amenca s ]Ol) machine.
Tt is also a pnme reason that the
-recovery from the “great recession”
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has been so frustrating for so many.

ulus were supposed toisave and cre-

~ate jobs, but the dismal data to date .
.deﬁes explanation. " :

" According tothe Bureau of Labor‘
‘Statisti¢s, the downturn in employ-
. “ment accompanymg the *07-09
recessior is now the broadest-and
. .deepest since, WorldWarII

The bureau goes on'to pomt out
that, two years into the ‘fecovery,

-employment remdins -7 million.jobs

below the 138 million Joh peak

-reached in January 2008..: . :
Meanwhile, the leadershlp of both,

political parties, fitm in their tradi-

“tional trenches, square off in the isu-
‘al binary debate of spendmg versus’“

tax-rates.
- The’ realrty though “in todays

~ highly’ complex economy, is that
“other factors exist that can put a
double whammy hex on economrc
activity. -

Bureaucracy, and 1ts mtertwnung
entanglements of administrative

- paperwoik and reg‘ulatrons, is surely-
the most pernicious and underap-_

precrated such factor..

Just. how burdensome red-tape
can be is'explained in a study
released last September by thé Small
Business Administration.

The trilli'on's'in‘bailouts'a‘nd stim+

‘rate the sizzle: fromn the:stea

P

The study estimated the-arinual

cost: of federal regulation for calen-

dar year 2008 at $1.75 trillion. .
This is’ a-shocking number -as it

"exceeds by $250 billion the $1.5tril-
- lionthe IRS expects taxpayers to pay
. in personal mcome tax: for all of
2011, - . -

By type ‘the costs are: Economxc
$1,236 billion; Envifonmental $281

billion; Tax Compllance $160 bil-

lion; and OSHA and Homeland
Secunty $75billion.

Per the study, the 2008" costs
equate to $15,586 per U.S household
—.tip an alarming 50 percent from
$10,362in2000,

“Furthermore; it is reasonable to.

assume the household burden will

be higher yetin 2011, Why? Lookno -

furthei than the major new-laws .
* reforming the credit card indistry,
- financial services and health care; -

But, first, it’s unportant to sepa-
k:: The

first rule of evaliating ref
latiofnris to “take with a grain-of salt
the lofty soundmg titles of the legis-
lation in question.”

A good example of a-badly named
law is the “Federal Housing Enter-
prises Financial Safety and Sound-
ness Act of 1992.”

‘great public fan-,

-nately, much |

behind  the | Forums:.
scenes’ handi- " -Share your
.work .of Fannie . ‘comments:

Mae lobbylsts

safe and sound.

uluslratlonnhecladon-l.edger B

Passed w1th.» .

fare and, unfortu-.. clarionledger.com "

the act turned out to be anythmg but - '

Combined w1th other well mt ) d-
edbut errant policies, it set the’ gears ;
in motion for the “oveibuild” in.’
housing that would nearly topple the.
U.S. banking system 16 years later,

As is so-often the case with-

grandiose plans, the unintended'

. consequences can, be exasperatmg if

not devastatmg -
- The Credit Card Accountabrhty,
Responsibility and Disclosire Act .

.—CARD — was signed in to law in.

May 2009. 'Unfortunately, by the

“time the rules finally took effect:in

February 2010, credit card compa-

--niés had slashed outstandmg credrt
lines by $1 trillion, . =" -

Many of those lines were to sma]l
businésses where credit cards pro-

“vide important access to capital

durmg difficult times. And 2009-10
certainly qualified as difficult .
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Red Tape' Zeal to I|m|t fallure nsks lnnovatlon

From1C
times..How many small busx-
nesses failed' or retrenched

due to those reduced credit -

linesis unknown.’

The Dodd-Frank Wall
Street Reform and Consumer
Protection Act became law in
July 2010.

“This effort to end “too big
to fail bailouts” resulted in'a
2000-page bill that for 99.9

percent of the popiilace, is

simply too big to compre-
hend. -
The bill creates a vast.new

array of commissions, coun-.
cils, offices, bureaus and com-

- ‘mittees along with new man-

dates and empowerments for ..

ex1st1ng agencies.
.The newly created Finan-
cial Stability Oversight Coun-

cil sits atop this labyrinth.of :
interwoven rules, regs and-

responsnblhty .
- The Counc11 includes

members.from the Federal " ry. _

‘The massivé ro_llout,of
rules, regs, mandates, boatds; - -

. etc., will take years to write

Reserve, Tréasury, SEC,
CETC, OCC, EDIC, FHFA,

'NCUA and. CFPB. ‘If hxgh-

powered committees are the
solution. to high- powered
problems, we should be i in
greatshape. . .

Alas, hlstory suggests oth-

“erwise. _
The Patient Protectxon and

Affordable Care - Act
(PPACA/ dka. Obamacare)

" was SIgned into'law in March
'2010: It-is easily the most
-Sweeping reform of a large,

- complex and vital slice of the

economy in over half a centu-

and| putin place, and longer to
be-understood by those who

fall under its’ auspices —
which is just about every- )

body

A sign of bureaucratlc tur-=

‘ moﬂ ahead is the g‘rantmg by

the Department of Health

- and Human Servicesof1, 370-
~plus waivers to businesses ,
-and unions for rules that don’t:

even take effectuntil 2014. -
. The magnitudle of new reg—

ulatory-compliance costs
. continues to be a major drag
©on the economic recovery.

A key challenge we face is
managing the natural tension

between the mnovatlon that.
drives economic growth and,
' - '~agement in Jackson. Con-

regulatory regimes. -

Failure is a necessary ahd .
'mtegral by»product of the

: dynam1c and messy process
ofinnovation.

Regulatory zeal focused on
prevenhng or. hnutmg failuré

.tisks minimizing the very

innovation . that drives

.. growth; 'wealth creation and

the jobs that follow them.
The good news in 2011 is
that America is still the world 1

leader in'innovation and
) breakthrough technologles
B .

Ashby M. Foote ltis presr'
ident of Vector Money Man-

tact him at ashby@vector,
mm. com .



