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THE “NEW? BUDGET; AGREEMENT:
BART 1 B
EROM: BAD, TO, WORSE.

Anﬁ"prdfests‘froht \Amierican: taxpayer,s forced:the, ngse of Representatives last week to re]ect
the origirial’ tax:laden‘budget agreement worked: out beh c‘losed J00rY by thesummitnégotiators.
As they sifted’ through the fine: print, lawmakers, reahzed 3: tTiot only did tHe package rely: pn*phony
spendu}géths and unréalistic economic assumpttom, it “also woul'd h‘ave caused‘a‘deep reeessxo,ﬂ by- -
burc‘ienmg the faffering economy with the largest tax increase in l_\mt:l'tmn‘{ustoryuL Crece-iga hy

e
] hf‘p "nﬁteg‘ thé Washington “insiders” who prodyced the original agreement responded to tax-
payé dgrotests th & fiew package that is even worse. It wou]d produde ‘less in savinigs.omthe spen-
€ 4nd more ffi growth-destroying new taxes. | Even speqrﬁc spertdmg reduictions in:the package
out to Be on‘ly advisory, "leavmg congressronal eommrttees ‘with'd penchhﬂt for'creative account-
tng in charge of’p_r_‘odticing ‘the “savings” using: whatever policies.they » wish; Taking ddvantagecof she.

hmtted pti lic‘aWiréness of the:agreement, the new bpdget resqluuoh \Was enactedwnftly.bywboth
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i ,,ﬁe,gﬁglhﬁl?u?ﬁ?rﬁt ;Sacka” ewoum have been,a disaster. for the eeonomy Not only is the revrsed
i agreementeven%'rse but by'includmgxan open;invitation.for eommrttees to furthier modtfythe
pqekqge, it all but'gnarantees that the final budget, legrslattqn wnll mean'the ‘end of ‘th'e edonomic

growthArheneahasen]oyedsmeetheearly 1980s. _ R of e peonemic

\R rJ ﬂ'ax Incredse Gets Evenﬂhgger Eeonqmtsts dlsagree on.many issues, but they are almost
mmp]etely uqfted in theirbelief that it is follyto raise taxes wrth the econorhy perchéd-on the:edge
Qta recessnori. Tnstead of- redncmg the record $133.8 brlllon m hike in ‘the original package, how-

Ve, the new budgetagreement.increases:the. tax, burdenby as ‘much’ as '$152'billion; with the.added

- re\(enues to éBine from $20 billion‘of “unspeclﬁed" deficlt reduc‘troh assrgned to the tak-writingcom-
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Many‘legtslatom are’eehe'étﬂed&hat the new: qgreement permrts greater tax increases. Proponents .
derly this ‘poirit, claimmg ‘that “gross™revenues in thenew,agreement will'be’ nogredterithanthe s
i:.§162.9 billioti ih'thé ‘OtiginabPackags: But the. ongmglagreement eontamed ‘approximately'$25 bil-
‘hoq_ of revenue-losmg provisienssmeaning the met mcrease m the tax b‘urden was'§13318 billion: The

Hofew budge’ragreentent hkelyiwill ehmmatethese,,resultmg in, the net tax bnrden jumping ¢0.5149 bil-

hon. A ourden g o S 149 531

Re: ,The gl;stlpcﬁ,oh betweeu “net” hind “gross? tax tnereases, moregver, is hlghly stgmﬁeant. TheTax
Reform ct f’tbsa for‘ﬂi”sﬁnce; méludeehgre,;s tax tpcrq esp:t“morethan‘ﬂﬂﬂ‘biﬂbm But-these
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revenue-raising provisions were almost exactly offset by revenue-losing provisions, leaving the im-
portant figure — net taxes — largely unchanged. The budget resolution passed by the House and
Senate, by contrast, increases net taxes by far more than the original agreement.

Green Light for More Spending. The original package did little to limit federal spending. The
revised agreement does even less. The few positive spending proposals in the initial package, includ-
ing reforms of Medicare and unemployment compensation, either are missing from the new pack-
age or are reduced in scope. Under the initial agreement, Medicare spending was supposed to be
$55 billion higher in 1995 than in 1990 — characterized in Washington parlance as a “cut,” since it
reduced the rate of increase in Medicare spending. Under the new agreement, Medicare spending
will climb faster. The foregone deficit reduction will be made up by higher taxes on working
Americans.

In many ways, however, the new agreement simply replicates the bad features of the old one. For
example, the only genuine cuts are in the defense budget. The other supposed cuts actually are no
more than reductions in previously planned increases. Other “cuts” in both the new and old
nropesals in fact are thinly-disguised tax increases or “fees.” Remaining spending savings are either
unspecified or budget gimmicks, such as the provision transferring nearly $5.4 billion of revenue
from the Postal Service to the general budget, and the provision changing the point in time when
certain federal employee retirement benefits are paid.

Rosy Scenario. The new agreement also continues to use the same discredited economic assump-
tions contained in the initial package. The largest tax increase in history is assumed to cause the an-
nual rate of economic growth to double in 1991 and triple in 1992. Today’s rising inflation and inter-
est rates are supposed to fall magically, with long-term interest rates somehow dropping to their
lowest level in a quarter century. Of course, if inflation and interest rates do not behave as
projected, spending will be much higher than the agreement estimates since so many federal
programs are tied to increases in the price level.
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The newly enacted budget resolution is a victory for politics as usual and the status quo. Budget
summit agreements in 1982, 1984, 1987, and 1989 all were enacted with the solemn promise that
spending would be restrained, new taxes would be used for deficit reduction, and government bor-
rowing would be reduced. In every single instance, however, the deficit rose in the year following
summit agreements as Congress spent every penny of the additional tax revenue and then some.
There is no reason to believe that the result will be any different if Congress and the Bush Ad-
ministration enact the latest “solution” to the federal deficit.
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