Obama’s Team Shake-ups vs. Bush’s into the first Mid-term Elections 
Clearly, President Obama has much at stake in the mid-term elections. They are the first real test with respect to voters, of his ability to retain what he won in the fall of 2008. And based on every survey and most pundits, things are looking rather bleak for his prospects. In addition, unlike his predecessor, George W. Bush, he’s had a fair amount of early high-profile departures beforehand. The difference is that Bush’s cabinet shifts were fewer, and centered around men that disagreed with his policies, whereas in Obama’s case, it was his loyal supporters jumping ship.

Since Obama has been in office, the country has fallen deeper into recession, with the unemployment rate nearly doubling. The housing market is still plagued by millions of annual foreclosures, some fraudulent And the banking industry’s power players have strengthened on the back of federal subsidies and bailouts, while the general economy is floundering. The situation is not all his making, but in politics, no period is more important than the ‘right now’. Promises don’t cut it. The President’s approval ratings remain below 50 percent. Poll after poll in the United States, indicate that the first (and perhaps only, if things continue as they are) mid-term election that Obama will face, will bring a series of defeats for his party, with the Democrats predicted to lose seats in the House, Senate, and key Governor races.

Obama’s Cabinet 

Under such a bleak outlook, Obama’s cabinet members haven’t been leaving because of massive disagreements with Obama, but because they seem to consider their opportunities elsewhere as more important than sticking close to the President that appointed them. Resignations began just a year and a half into his presidency, and were mostly in the economic arena. That doesn’t bode well for an external indication of cohesion. Even so, none of the departures represents a meaningful break from the President’s policies, since all of the replacements have similar stances.

When President Obama took office in January 2009, the economy and the markets were in a tailspin. His strategy of reprimanding Wall Street in public speeches, yet signing a Financial Reform Bill this summer that does little to change the way in which Wall Street operates, has shown that he won’t dismantle the worst of the financial practices that led to the crisis. During his term, the banks and markets have strengthened, but the general economy remains in shambles. The United States is $13.6 trillion in debt and faces a $1.3 trillion deficit

As such, Obama’s first major departure was Peter Orszag, White House budget director, who resigned this summer. His replacement, Jacob Lew, was President Bill Clinton’s budget director before becoming a Citigroup executive. He got paid  $1.1 million dollars in compensation as head of its Alternative Investments unit for 2008 and the beginning of 2009, after the government bailed out the bank. Lew has never considered deregulation a factor in the 2008 and ongoing financial crisis, or subsequent recession. Thus, his appointment signifies no change in Obama’s strategy of status quo.

Obama’s Economic Advisor Council Chair, Christina Romer, departed on September 3rd, to return to her former position as an Economics professor amidst rumors of butting heads with Larry Summers over the size of the stimulus package required to jumpstart the American economy. The official reason was exhaustion. White House economic aide Austan Goolsbee, Obama’s campaign economic advisor, replaced her – again indicating no deviation from current philosophy. 

Earlier this month, Obama’s Chief of Staff, Rahm Emmanuel resigned to run for mayor of Chicago. Emmanuel, a former advisor to Clinton, was a strong proponent of the massive financial deregulation that passed under Clinton’s Presidency. He also held a key position at the government-sponsored mortgage agency, Freddie Mac, during a time when the firm encountered a number of accounting and campaign contribution scandals. The Obama administration has refused to review his correspondence from when he was a director there. Today, Freddie Mac and Fannie Mae only exist because of trillions of dollars of federal backing. 

After working for Clinton, Emmanuel left to make more than $18 million in two and a half years as an investment banker at Wasserstein Perella, now Dresdner Kleinwort. Emmanuel’s temporary replacement, Peter Rouse, has worked with Obama since he was a Senator, so there is no reason to assume he will ever disagree with any Obama platform, any more than Emmanuel would have. 

The man with the highest profile to announce his resignation was Chief Economic Advisor, Larry Summers. But, his departure (to return to his post at Harvard University) also means very little in the scheme of change, particularly since Treasury Secretary, Timothy Geithner, remains on board, and the two have exactly the same economic views. In fact, the two men were so close that Geithner once said, “we can finish each other’s sentences.”

It was the reckless financial deregulation that Summers promoted that brought about the Great Crisis and Bailout of 2008.  As Robert Rubin’s protégé, before succeeding him as Clinton’s Treasury Secretary, Summers was a stanch proponent of banking deregulation. At the signing ceremony for Glass-Steagall repeal in November 1999, Summers stated, “Today Congress voted to update the rules that have governed financial services since the Great Depression and replace them with a system for the twenty-first century. This historic legislation will better enable American companies to compete in the new economy.”
The Gramm-Leach-Bliley Act dismantled the last safeguards instilled in the Glass-Steagall Act that President Franklin Delano Roosevelt signed in 1933, setting up the country for the kind of rampant leverage and subprime related speculation and asset manufacturing that nearly brought the entire American economy to its knees. The worst parts of the Gramm-Leach-Bliley Act remain in place.

Obama has credited Summers with helping to stabilize the as-yet unstable fallout of the banking crisis. So, from Obama’s perspective, Summers has already executed his most important task; ensuring that the Dodd-Frank debacle of a financial reform bill didn't undo the most bank-friendly aspects of the Glass-Steagall repeal (that would have meant separating commercial from investment banks). 

In addition to the economic and inner circle, National Security advisor, General James Jones departed this month, as well. Defense Secretary, Robert Gates announced plans to retire in 2011. 
To top off the most major departures, Obama’s senior advisor, David Axelrod indicated his plans to depart in 2011, though he would likely remain an informal advisor on Obama’s next campaign. It is expected that someone with similar connections, and views to Obama, like his Press Secretary Robert Gibbs or former campaign manager, David Plouffe will replace him. In other words, expect more of the same.

Bush’s Cabinet and Midterms

It’s worth examining the tightness of Bush’s team as he faced his first mid-term election relative to the weakness of Obama’s. None of Bush’s top advisors departed before that November 2002 election. Bush’s Chief Economic Advisor, Lawrence Lindsey wasn’t ousted until afterwards, in December 2002, after he publicly stated that the estimated cost of the Iraq War could rise to $200 billion, a defiant move that undercut Bush’s commitment to engaging in that war.  The other major departure  on the economic front then was Treasury Secretary, Paul O’Neill. O’Neil publicly opposed both the Iraq war and a tax cut package that was ultimately passed by Congress. Both men were booted out, because they disagreed with Bush’s platforms. Unlike Obama’s chief of staff, Rahm Emmanuel, Bush’s chief of staff, Andrew Card remained in his administration for more than five years. 

The fact that these men weren’t relieved of their positions until after Bush faced his first midterm election says a lot about the control he had over his cabinet. That appearance of cohesion served him well during the election. The Republicans decisively beat the opposition Democrats, taking back control of the Senate, several hotly contested seats in the House and touting better than expected wins in government races. This was despite the country being mired in a recession following the 9/11 attacks and rampant corporate fraud at companies like Enron and WorldCom.

Even though the departures in Obama’s camp aren’t signs of him altering his policies, they don’t demonstrate the same kind of command. That could be a critical problem, among many other problems Obama and the party face, in the upcoming mid-term elections next month. 

