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A Fixing the
 Big Flop

Everybody looked
bad when the
ballyhooed
budget deal
collapsed

funny thing happened on the way
to fiscal sanity. After the Bush
administration and the combined
leadership of the House and Sen-
ate spent four and a half months
negotiating a much-ballyhooed package to
reduce the federal deficit, and after George
Bush himself went onnational television to
persuade Americans of the increasingly ur-
gent need to balance the nation’s check-
book, and after House Speaker Thomas Fo-
ley and House Minority Leader Robert
Michel pleaded with their colleaguestoput
the national interest first—after all that,
and with the continued operation of the
federal government and the credibility of
both parties hanging in the balance, the
U.S. House of Representatives last week
rudely and overwhelmingly rejected The
Deal. “We pulled a rabbit out of the hat,”
said a disbelieving Senate staffer, “and it
mooned us.”

It was nothing more than plain old poli-
tics—an episode, perhaps, from that long-
forgotten Marx Brothers classic, “A Night
on Capitol Hill.” But coming when it did,
with the financial markets in retreat, real
estate in a nationwide slump and the U.S.
economy stumbling toward recession, the
House vote made a dismal
statement about the state of
America’s elected leadership.
In the aftermath, Beltway as-
trologers cooked up theories
about the influence of the full
moon and solemnly consulted
election-year portents for deep-
er meanings. Bush, in the view
of one would-be wizard, was al-
ready a lame duck—a sitting
president who, after one of the
longest political honeymoons
on record, had been abruptly
cut down to size. The White
House blamed Congress and
Congress blamed the White
House—particularly John Su-
nunu, Bush’s abrasive chief of
staff (page 30), and budget di-
rector Richard Darman, the
chief architect of what, until
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last week, had been regarded as
a sure-fire strategy for forcing
Congress to bite the bullet.
Washington, a town that is in-
terminably preoccupied by the
question of who’s on first, was
filled with the quiet hiss of
hot air leaking from ruptured
egos and inflated reputations.
“There are a lot of down faces
around here,” a senior White
House staffer reported, “in-
cluding the president’s.”

‘Quit fooling around’: True to his
word, Bush vetoed the stop-
gap funding bill needed to
keep the government running,
and federal bureaucrats every-
where prepared to shut down
allbut the most essential opera-
tions, such as Operation Desert
Shield. “The hour of reckoning
isathand,” the presidentsaidin
an apocalyptic-sounding state-
ment, In fact, the federal stand-
down was a self-induced crisis
that, because of the Columbus
Day holiday, was unlikely to af-
fect anyone very much until
Tuesday at the earliest. By that
time Congress, after a weekend
spent repenting its feckless
ways, might summon up the po-
litical nerve to tackle the deficit
all over again. “The president simply feels
we ought to quit fooling around,” said
White House Press Secretary Marlin Fitz-
water. “Surely the reality of a government
shutdown will convince everyone a solu-
tion should be found.”

Some in Congress seemed cowed by the
threat, but many weren’t—and as the
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‘The hour of reckoning is at hand’: Bush, Foley and Michel announce the deficit deal that died

weekend dragged by with the entire federal
government in the early stages of fiscal
collapse, the House and Senate reluctantly
fiddled with new formulas to revive the
budget deal. The White House was no long-
er playing hardball, and chastened House
and Senate leaders were going back to Rule
One of legislative politics—the rule that
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says Thou shalt at least consult with the
members and committee chairmen who ac-
tually cast the votes. A prime beneficiary of
the new politics of inclusion was Rep. Dan
Rostenkowski, chairman of the House
Ways and Means Committee—a bona fide
heavyweight who had been excluded from
the months of fruitless summitry. Al-
though no one could be certain that a new
deficit-reduction package would emerge,
the mere fact that Congress was attempt-
ing to retrieve the summit’s lost labors—
that it was trying to bring down the federal
deficit without the usual dumb budget
tricks—was at least a modest victory for
Bush. “Inside the Beltway, the emperor
has been cut,” one GOP mandarin sur-
mised. “Everywhere else—if interest rates
go down a point—he’ll be fine. It’s no tri-
umph, but he avoids a major negative” if
some kind of deal can be made.

The bubble: Out of the ashes of 2 humiliat-
ing parliamentary defeat, in short, came
the smudged outline of a deficit-reduction
package that might be very similar to the
one the House rejected—minus the sharp
edges, and minus the take-it-or-leave-it
hauteur that doomed Deal No. 1. The new
deal, if there was one, had the same broad
goal, reducing the deficit by $500 billion
over the next five years. Defense spending
was likely to take a larger hit than the
summiteersintended, and there was talk of
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letting George Bush have a reduction in
capital-gains taxation in return for raising
the income-tax rate on the well-to-do from
28 percent to 33 percent, That would elimi-
nate the “bubble” ereated by the Tax Re-
form Act of 1986, forcing the wealthy topay
the same marginal rate as the middle class.

The real goal of the congressional reb-
els was twofold: to rework the summiteers’
proposals for a $60 billion hit on Medicare,
and to modify the much-hated 12-cent-per-
gallon increase in the federal gasoline
tax. “T wouldn’t vote for it if it cured can-
cer,” bellowed Democratic Rep, James Tra-
ficant of Ohlo, expressing the majority’s
angst al the thought of millions of wrathful
senior citizens and inflation-weary com-
muters. “Political courage reads well in
editorials, but it doesn’t translate into po-
litical reality,” Rep. Henry Hyde ex-

_ plained. “The anti-incumbent mooed makes

everybody jittery . .. We're elected to rep-
resent these people. True, we're also sup-
posed tobeleaders. But if youget a hundred
of them in a room, and if they're senior
citizens, they’ll throw a chair at you.”
Which voters? There was an element of
hyperbolein this. Despite all the talk about
angry voters, there was no clear sign in
the available opinion polls that a major-
ity of the voters had decided one way or
the other on the wisdom of the original
deficit package. Although House members
{raded stories about fiery protests from
their constituents, a new Gallup poll
showed 33 percent of those interviewed ac-
tually favored the plan and an additional
20 percent had not yet made up their
minds. True, 41 percent opposed the plan,
and the proposed fee increases for Medi-
carerecipientsand the 12-cent gas-tax hike
were rejected by overwhelming majorities.
But the summiteers' plans to raise faderal

taxeson alcohol, cigarettes and luxury con-
sumer poods were widely supported, and 49
percent of those polled said they were ready
to pay higher payroll taxes to support the
Medicare program, (¥iven a choice of pass-

ing the package or shutting down the gov-

ernment, fully 52 percent said Congress
should adopt the plan.

That left all those trying to rationalize
the House rebellion groping [or a convine-
ing explanation of the week’s events. In
[act, there were three: the simmering re-
sentment of the high-handed tactics em-
ployed by Darman and Sununu, a helated
insistence on the constitutional preroga-
tives of the House in the budget-making
process, and Newt Gingrich, Republican of
Georgia. The first and second motives were
intertwined: resentment of the arrogance
of the White House staff, which was very
widespread, could just as easily be ex-
pressed as the desire tosee Congress get the
final word on legislation of fundamental
importance. At the weekend, with the leg-
islative wheels prinding away on a revised
version of the deficii deal, Rep. Don Ed-
wards of California said: “We are finally
getting back on track and preparing a
budget bill the way Congress has done for
200 years,” It is lime, Edwards added, to
stop listening to fiscal preecriptions hand-
ed down by “unelected hired help who are
locked in a room deciding what we should
do.” Rep. Robert Mrazek of New York was
mare direct., "There was a lot of anger at
Sununy, and I think some members saw
defeating the package as a way toscrew the
administration.”

At the White House, there was gloom
aplenty at the catastrophic failure of the
president’s congressional lobbying effort—
und there was unmitigated fury at Ging-
rich. Gingrich, who is regarded by many on

The new dealmakers: Gingrich, left, and Rostenkowski were suddenly
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tive bamb thrower, publicly apposed the
deficit package despite hie earlier partici-
pation in the summit negotiations and de-
spite his leadership status as Republican
minority whip. “You pay a price for leader-

Capitol Hill as a boat rocker and conserva- i
|

the keys to a deficit pact
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" Leader Bob Dole. “If vou don’t

ship,” growled Senale Minority

want to pay the penalty, maybe
you ought to find another line
of work.” But Gingrich’s defec-
tion on the summit package
was only the beginning—for af-
ter leading 105 fellow Republi-
cans in voting the package
down, he turned on a political
dime and began prokering a
*“populist” compromise that in-
¢luded higher income taxes on
the rich. "Outrageous,” fumed
s genior Bush adviser, who said
he all but fell out of his execu-
tive swivel chair on learning
that Gingrich had upslaged the |
president for the second time
in a week.

The reaction on the Hill was
no less apoplectic—for Ging-
rich had simultaneously one-
upped Foley, Michel and 179
fallow House members of both




Courage ‘doesn’t translate inta political reality”: Tax protesiers ouiside the Wh al't‘e House

parties who had voted to support the deal.
"It hypoerisy was money,” an irate Demo-
cratic gtaffer said, “this man could pay off
the national debt all by himself.” Though
Gingrich explicitly denied it, many in the
House suspected him of trying to unhorse
Minority Leader Michel. A Democrat,
Rep. Jim Cooper of Tennessee, said Ging-
rich’s tactical control of the situation was
now so complete that he had become de
facto speaker of the House. That was sure-
ly an exaggeration, though no one doubted
that Gingrich would have a primary influ-
ence on whatever deficit-reduction pacl-
age the House might nltimately approve.
“When Newt Gingrich beats the White
House and the entire congressional lead-
ership,” said a veteran Republican strate-
gist, “you’ve got problems.”

Doubled deficit: Gingrich describad the mo-
tive for his defection as a “legitimate dis-
agreement’’ with Bush and the summitears
over the economic impact of their deficit-
reduclion plan. He srgued that the pack-
age could be made more favorable to eco-
nomic growth by dropping elements like
the increase in the gasoline tax, and he
maintained that cconomists agreed the re-
cession would be “slightly deeper” if the
original plan had been passed. In truth, all
such fine-grained economic forecasts are
nighly debatahble, and the predictable im-
vact of government spending pales heside
the costs of doing nothing about the deficit.
The Bush administration now expects the
annual deficit to rise to $293.7 billion
during 1991—nearly double what it was
each year from 1987 to 1989, when many in
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Congress still clung to the helief that defi-
cits do not matter. A recession, which in-
evitably increases federal payments for
unemplovment henefits and other entitle-
ment claims, will surely deepen the tide of
redink. Thatin turn forces the government
to borrow more, and more horrowing may
force interest rates up. Higher rates would
be lethal to economic growth—and that is
why most economists, even liberals, are
urging Congress Lo act promptly on some
form of deficit-reduction plan.

The delicit showdown now underway on
Capitol Hill is likely to continue for

years—and as Representative Hyde put it
last week, the wallto-wall rancor has
made even the abortion dehate “look like
a game of miniature golf.” The burden is
now squarely on Congress to do the right
thing—to minimize the pain wherever
possible, but to succeed where Bugh and
the House and Senate leadership failed.
“'hey better goddam well pass it or some-
thing like it,” sald economist Charles
Schultze, who was budget director during
the Johnson adminigtration. *I'm not a
gloom-and-doom Lype at all. But the conse-

quences of not pussing a responsible pack- |

age are horrible. Facing a $300 billion
deficit, and despite the unanimous sup-
port of the nation’s top political leaders,
the Congress docsn’t act? That means we
gimply can’t manage our own atfairs any
longer. This is a terrible message to finan-
cial markets ... and it is a terrible mes-
sage to the world that America is really
falling apart.” And even the most tremu-
lous member of Conpgress knows the volers
will understand that.
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