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Bush Eases

By John E. Yang

. Washington Post Staff Writer

The marathon budget process
moved one step closer to conclusion
early today as the Senate approved
its Dbipartisan  deficit-reduction
measure. Earlier, the House over-
whelmingly. approved a stopgap
spending bill that would keep the

government operating at full force -

through Wednesday.

At about 1:25 a.m., the Senate
voted 54 to 46 to pass the compro-
mise package of tax increases and
benefit program cuts after spending
two days and nights turning back all
attempts to change it significantly,

President Bush has said he would
sign legislation similar to the Sen-
ate measure, and as it advanced
largely intact, administration offi-
cials softened their earlier opposi-
tion to another stopgap funding
measure. -

Office of Management and Bud-
get Director Richard G. Darman
told congressional ledders that
President Bush would sign the
short-term funding bill if lawmakers
are making progress on the details
of a deficit-cutting plan to save
$500 billion over five years, includ-
ing $40.1 billion in the fiscal year
that began Oct. 1. Otherwise, the
federal government will run out of
spending authority early Saturday

- morning, resulting in the second

shutdown of the government in
three weeks.

This morning’s Senate vote shifts
the action to a House-Senate con-
ference committee that will today
begin trying to reconcile the two
chambers’ widely divergent ver-
sions of the legislation into one
measure that Bush would sign into
law.

“We need to get moving toward
the conclusion of this' effort,” said
Senate Majority Leader George J.
Mitchell (D-Maine).

The Senate bill, drafted by Senate
leaders and administration officials,
relies heavily on higher excise taxes,
which Democrats argue hit lower-in-
come Americans harder than the
rich. It also includes an'unpopular in-
crease in the 9-cents-a-gallon federal
gasoline tax and envisions saving
$51.6 billion from Medicare over
five years. .

The House deficit-reduction bill,
crafted by Democrats and approved
Tuesday, relies heavily on tax in-
creases aimed at the wealthy and in-

:

cludes a provision that would effec- -

tively raise income taxes across the
board. It contains a smaller savings
in the Medicare program than the
Senate measure and would leave the
gasoline tax unchanged.
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Shutdown Stance

The House last night voted 379 to
37 to approve a short-term spending
bill that would fund the government

-until 12:01 a.m. Thursday. The

measure would also delay automatic,

across-the-board spending cuts man- :

dated by the Gramm-Rudman-Hol-
lings law until at least then.

As recently as Monday during a
speech in Dallas, Bush vowed not to
accept another stopgap spending
bill to extend the current tempo-
rary spending authority beyond its
expiration at 12:01 a.m. Saturday if
lawmakers had not agreed to a final
deficit-reduction plan by then.

But yesterday, Darman told aides
to House Minority Leader Robert H.

Michel (R-IIL) that Bush would sign -
another. extension through. next -
week. At the White House, presiden- .
tial spokesman Marlin Fitzwater said
Bush would consider signing a new °

temporary spending bill “if satisfac-
tory progress is being made on the
budget.”

All day yesterday, Mitchell and.

Senate Minority Leader Robert J.
Dole (R-Kan.) mustered their troops

to turn back politically popular as- -

saults on the delicately balanced pro-
visions of the Senate deficit-reduc-
tion bill, .

The Senate voted 55 to 45 to re-
buff an attempt by Sens. Albert

Gore Jr. (D-Tenn.) and Barbara A,

Mikulski (D-Md.) to raise. income"

taxes on the wealthy and use the

revenue to scale back the gasoline -

tax increase and Medicare cuts.

“The middle class have no more to .
give,” Mikulski said. “The poor have -

nothing to give. So let’s go and get
it from those who got it.”
Democratic Senate leaders were
sympathetic to the proposal, but
had pledged to resist changes as
part of a bargain to get enough Re-
publican votes in the Senate Fi-

nance Committee to win approval of

the bill’s tax component.

“It's a painful choice,” said Senate
Budget Committee Chairman Jim
“Sasser (D-Tenn.). “I agree with the

amendment . . . but some of us are.

bound to support this deficit-reduc-
tion package.” .

But as they voted against the
amendments, Democratic senators
urged their leaders to press in ne-
gotiations with the House to in-
crease the tax burden the package
would place on the wealthy.

Mitchell, who will go to the con-
ference committee as a member of
the Senate Finance Committee,
pledged to do “the very best we can
to produce the most fair, progres-
sive resuit that we can.”

“Let’s go to conference and pick
the best of each,” said Senate Fi-
nance Committee Chairman Lloyd
Bentsen (D-Tex.). “That has to
mean increased progressivity” com-
pared to the Senate bill.

Spreading the pain of deficit re-
duction across the income spectrum
will be a major issue in the House-
Senate conference. “That goes to the

. heart and soul of the dispute we've
had for the last five months,” said
House Budget Committee Chairman
Leon E. Panetta (D-Calif.).

The House bill would generate
$82.4 billion in new revenue over
five years by raising income tax.
rates on the highest income Amer-:
icans from 28 peércent to 33 per-
cent, impose a 10 percent surtax on
yearly taxable income in excess of
$1 million and increase the amount -
of income subject to the 1.45 per-
cent Medicare payroll tax from
$51,300 to $100,000.

Bush has said he won’t accept a
package that raises income tax rates.

The Senate bill relies more

_heavily on higher taxes on gasoline,
.cigarettes and alcoholic beverages,
raising a total of $57.6 billion from
those items over five years. It also
would generate $29.3 billion over .

.that period by limiting the benefit of

income tax deductions claimed by

. those earning more than $100,000.

An additional $19 billion over that
period would come frggx raising the

income covered by the Medicare
tax to $89,000. '

Both measures contain competing,
plans to impose a 10 percent tax on:
part of the purchase price of such ex-
pensive goods as automobiles, boats,
airplanes, jewelry and furs.

At a meeting of the House Dem-
ocratic whip operation yesterday,
lawmakers expressed enthusiasm for
the political allure of their package,
according to participants. -Especially
attractive is the surtax on million-
aires. “This isn’t marginal tax rates,
this isn’t difficult to understand—
this is taxing millionaires,” Panetta
said. But House Speaker Thomas S.
Foley (D-Wash.) and Ways and
Means Committee Chairman Dan
Rostenkowski (D-IIl.) stressed the
importance of producing legislation
Bush would sign, lawmakers said.

Senate leaders preached the same
message. “The American people are -
fed up with it,” Bentsen said. “They
want us to put the country first.”

Other major issues to be resolved
in the House-Senate conference will
be whether to raise the federal gas-
oline tax and how much savings to
achieve from Medicare, The Senate
bill would more than double the fed-
eral gasoline tax to 18%2 cents-a-
gallon; the House would leave it un-
touched.

But in order to make up the rev-
enue lost when House leaders
dropped the gasoline tax increase,
the House measure would delay for
one year the adjustment of income
tax brackets and personal exemp-
tions to reflect inflation.

Staff writers Dan Balz and Steven

. Mufson contributed to this report.



| Budget Proposals Involve
Array of Programs, Levies

Numerous Taxes, Fees and Fines Would Rise

By Bill McAllister
Washington Post Staff Writer

Most veterans would have to pay
$2 every time they pick up a pre-
scription from one of the nation’s
172 veterans hospitals. Boat own-
ers could face a $25-a-boat fee.

Medicare premiums would rise
$1.30 a month, and students at
Washington’s  Smith  Business
School and Cheverly’s Diesel Insti-
tute of America may have a tougher
time getting federal loans. Miners
who operate unsafe mines would
face much stiffer fines, as would
employers who violate child labor
laws. Fines would increase 'to
$10,000 for each child labor viola-
tion from $1,000.

Those are some of the little ways
the budget agreement could affect
the lives of millions of Americans.
Although the final details of cuts in
federal programs .and increases in
taxes, fees and fines are yet to be
set by Congress, plans proposed by
the House and Senate show that

lawmakers intend that a wide num- .

ber of programs will be affected in
virtually every department.

For example, under plans ap-
proved by the House and the Sen-
ate, veterans buying a house with a
loan from the popular program run
by the Department of Veterans Af-
- fairs would have to pay a bigger
loan-origination fee—1.75 or 2 per-
cent of the loan instead of the cur-
rent 1.25 percent—to get the de-
partment’s loan guarantee.

Motorists would be hit hardest by

the increase in the gasoline tax in
the Senate bill—from the current 9
cents per gallon to 18%2 cents per
gallon. The House bill would retain
the 9-cents-a-gallon tax.

Travelers would feel the impact
in other ways too. Airline ticket
taxes would be increased in both
the House and Senate bills—from
the current 8 percent to 10 per-
cent. .

The Senate would impose about
$1 billion over five years in boater
fees but does not specify what type
of fee should be charged. The
House plan would collect $173 mil-
lion over five years. Among the pos-
sibilities, however, are a $25-per-
boat fee or fees for boat licensing
and inspection. The legislation pro-
vides that any indirect fees, such as
a per-boat fee, may be collected
only from boats operating in navig-
abie waters where the Coast Guard
has an established presence.

That means a cruiser on the In-
tracoastal Waterway might be
charged, but a rowboat on a-pond
could float for free.

Both the House and Senate bud-
get packages call for a fivefold in-
crease in the amount of fines the

. Labor Department can levy against

employers who violate the Occupa-
tional -Safety and Health Act and a
three-fold increase against mine
owners who violate federal mine
safety laws. In addition, the House
would impose mandatory minimum
fines and criminal penalties against
employers whose workers suffer
bodily harm.

In addition, the House would
amend the National Labor Relations
Act,-the nation’s basic labor law, to
assess civil fines against employers
and unions each time they are
charged with a labor law violation
by the general counsel of the Na-
tional Labor Relations Board.

While most of the budget propos-
als are apt to cost the average
American, one of the biggest
payouts is the $15 billion child-care
bill being offered by the Senate.
The proposal, which has the bless-
ing of the White House, would pro-
vide earned-income tax credits for
low-income workers and establish
grant programs in the states to held
set up child-care facilities. A child-
care proposal was dropped from the

House budget, but the issue. will be

part of the budget reconciliation
package.

Both House and Senate plans

would make it harder for students
to use a federally guaranteed loan
to attend proprietary trade schools
or community colleges, which tend
to attract low-income students and
have higher loan defauit rates. Be-
ing banned from the loan program
could drive some trade schools out
of business and reduce enroliments
or budgets of public community col-
leges, according to some education
experts. ,

The House plan would bar any
school whose student-loan default
rate exceeded 35 percent for-three
years. The Senate would terminate
schools whose rate in each of three
years exceeded 40 percent in 1991.

In the Washington area, five
trade schools would appear to be
most at risk based on their 1988 de-
fauit rates: Smith Business School
(50 percent), Washington D.C.
Beauty Academy (49 percent) and
Image Makers Beauty Academy (48
percent) in the District; Diesel In-
stitute of America in Cheverly (42
percent) and Potomac Academy of
Hair -Design in Lanham (40 per-
cent).

Federal employees who counted
on getting the biggest chunk of
money many of them have ever
had—the lump-sum pension op-
tion—would have until the end of
this month to leave the government
or forgo the payment.

The Senate wants to eliminate
the option to save money; the
House wants only to suspend it for
five years and to provide a loophole
that guarantees that empioyees
who are 65 or older when they re--
tire and have at least 30 years of
service will retain the lump-sum op-
tion.

The plan allowed federal workers
to receive two payments—one
shortly after they retire and the
second a year later—equal to the
amount they have contributed to
the pension plan. In the Washington
area, the average payment is about
$32,000.

Government personnel officials
said they expect an exodus of fed-
eral workers by the deadline if the
option is eliminated. ,

In Medicare, the health-insur-
ance program for 33 million elderly
or disabled Social Security recipi-
ents, the House bill would raise en-
rollees’ premiums for the voluntary
doctor-insurance portion of Medi-
care—now $28.60 a month—to
$29.90 in 1991 and $46.20 in 1995,

The House bill would increase
from $75 to $100 the annual de-
ductible that Medicare patients
must pay before Medicare starts
paying for doctor bills under the
doctor-insurance portion of the pro-
gram. Under the Senate bill, the
deductible would rise to $150 next
year.

In the Senate bill, Medicare ben-
eficiaries would be required to pay
for 20 percent of the cost of clinical
lab tests; the House bill does not
include this requirement.

Staff writers Kenneth J. Cooper,
Don Phillips, Dana Priest, Frank
Swoboda and Spericer Rich
contributed to this report.




A Different Budget Summit

Senate conference committee—that is,
back to the summit by another name—and
this time the parties need.to be very careful.
They've had two weeks since the House defeat of

T HE BUDGET fight goes next to a House-

the last agreement to broadcast their competing

views. The Republicans want the burden .of
deficit reducnon borne more by spending cuts
than by tax increases, and the Democrats want it
borne more by the rich. In fact there are limits on
how far the burden either can or is likely to be
shifted in either direction, and the conferees
need to remember why they’re in the room. The
deficit is a greater threat to national well-

being—and to the ability of either party to -

govern—than are any of the means that have
been proposed to reduce it.
The Democrats do seem to have regained the

‘courage of their nominal convictions. What a

difference a year can make. Last year the new

House Democratic leadership tried to block, on -

grounds it was too regressive, a deficit reduction

plan that included the president’s proposed cut in-

the capital gains tax. They urged an increase in
the top income tax rate instead—and had their
heads handed to them when a fourth of their
members defected.

This year the opposite occurred. The same

leaders lost when they joined the president in

supporting a summit agreement that the Demo-
cratic members rejected as regressive. Now the
House Democrats have united instead behind an
even larger income tax increase than the one that
previously divided them.

We wish that in drafting their plan the Demo-

crats had shown a litte more courage in relation to
the demands of the middle class. The gasoline tax
may be regressive, but an increase would be a
discipline to conserve; the Democrats backed off
entirely. They yielded too much to the elderly as
well; the nonpoor elderly ought to be made to pay
a larger share of Medicare costs (or pay income
tax on a larger share of Social Security benefits).
But mainly, on the merits, the Democrats are
right. There does need to be a tax increase (the

Republicans have never been able to come up with

all the spending cuts their rhetoric requires), and
it ought to be mainly in the progressive income:
tax. The big income tax cuts of the 1980s,
particularly at the top, were a major cause of the
deficit, and their beneficiaries should have to make
a comparable contribution to the cure.

The problem is that the president, who by the-
recent standards of his party has already come a
long way on taxes, is holding out against an income
tax increase—a large one in rates, in any case; he
says he'll veto it. The Democrats are having a good

"time in the fairness meadow that this has opened

up for them, and some Democrats may believe they
now win either way—if he vetoes a tax increase for
the rich (in which case they get the issue) or 1f he
signs one (they get the money).

But they don’t win if he vetoes it, and defxcxt
reduction goes down in the process. They will
share deservediy in the blame for another failure
of the palitical system. The social deficit that
they also profess to care about will continue to
increase for lack of funds. Both parties have some
tricky ground to cover in the next few days, and
we hope they get it right.
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BIPARTISAN BUDGET
GAINS IN SENATE
IN PUSH FOR VOTE

REVISIONS BEATEN BACK

Bush Vows to Sign a Measure
to Keep the Government
Going Till Wednesday

By DAVID E. ROSENBAUM
Special to The New York Times

WASHINGTON, Oct. 18 — The Sen-

ate turned down all amendments t0 a
bipartisan budget package today and,
as the measure neared passage, the
White House said President Bush
would sign legislation to keep the Gov-
ernment operating normally until next
.Wednesday.
' At 9 P.M,, the Senate was disposing :
of the final amendments and preparing
to send the budget bill to conference -
and a final confrontation between the
White House and Congress over who.
will pay for deficit reduction.

Senior senators and representatives
were ready to start preliminary talks’
immediately to work out the many dif-
ferences between the Senate measure
and the one that Democrats rammed
through the House of Representatives
on party line votes on Tuesday.

Another Mldnight Deadline

It is unlikely that the conference
committee will finish its work by mid-
night Friday, when the Government’s
authority to spend money expires. But

~ Marlin Fitzwater, the White House

press secretary, said Mr. Bush would
be willing to sign an extension of appro-
priations through the middle of next
‘week if the conferees seemed to be
making ‘‘satisfactory progress.”

That. was a reversal of the position
the President took:in campaign stops
this week. Then, he said he was pre-
pared to close down the Government
again if Congress did not meet the
deadline. Two weekends ago, Mr. Bush
suspended most Government services
for three days to keep pressure on Con-
gress.

The House approved stopgap legisla-
tion tonight that would continue the
Government’s spending authority
through Oct. 24, and the Senate is ex-
pected to follow suit.

John H. Sununu, the White House
chief of staff, and Richard G. Darman,
the budget director, have no vote in the
conference. But they will be central fig-
ures when the negotiations get tricky
over the next few days, looking over the
lawmakers’ shoulders at every turn.

‘The House bill, which President-Bush
has insisted he would veto, would raise
the income taxes of nearly all Amer-
icans, but place the brunt of the new
tax bite on the wealithy.
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Effect on Taxes

The Senate bill, which the President
today said he would support, would not
affect the income taxes of most taxpay--
ers, but would hit the middle class by
more than doubling the Federal gaso-
line tax and by cutting Medicare bene-.
fits. : :

Senate leaders of both parties man-,
aged over two days to beat back sev-i
eral amendments that would have|
made the moderate Senate bill more
like the liberal House version.

Both versions are supposed to cut the
Federal deficit, now about $300 billion,
by $40 billion this year and $500 billion

over five years through a range of tax
increases and spending reductiins.

Even before the first meetitg of the ;
conferees, lawmakdrs were argling for [
position today and reaching ior -com- |
promises. |

Representative /jDan Rostnkowski,
the Illinois Demodrat who ischairman
of the tax-writing Ways aid Means
Committee and a'member n the con-
ference, said at armeeting )f about 50:
Democratic leadets that they should be |
prepared for substantial conpromises |
to reach an outcome that colld pass the
more conservative Senat -and that,
could be signed byithe Presr_dent.

Most Favoréed Comppmise '

According to people whrwere at this ;
meeting of the Democrati whip organ-,
ization, some firebrandsargued that!
the conferees should adet a bill that
would invite a Presidegial veto and’
force Mr. Bush to defen it two weeks
before the Congressionaelections. But
that was said to be the ninority view,’
and most of the .Demcrats favored
striving for a good compomise. N
. Speaking to a group f White House:
interns, Mr. Bush saidthat the ‘“‘soak.
the rich” oratory of Dmocrats in the:
House and many in te Senate was a
“‘smoke screen to try:0 hide their ef-'
fort to raise the.incore taxes of ordi-’
nary workine Amerians.” Mr. Bush
said he opposed the JouE T ™ nox be-
cause I want to help tie rich, but be-
cause] want to help eveyone.”

.The House bill would yispend for one
year the adjustment o tax brackets .

-and personal exemptios for inflation

in a step that would cosp few hundred
dollars a year in extralaxes for mid-
dle-income taxpayers. put by raising
the top tax rate, increashg the alterna-
tive minimum tax and jvying a surtax
on millionaires, the Huse bill would
result in a cost to the walthiest 1 per-
cent of taxpayers —those with in-
comes of more than $2¢,000 — of about
$11,000 a year in additigal taxes.

A study by the non?rtisan staff of
the Congressional Joi} Tax Commit-
tee shows that the Hoye bill would in-
crease the taxes of thge with incomes
of more than $200,00(by 7.4 percent,
compared with 3.7 pdcent under the
Senate bill. The taxqd of_households
with incomes betwan $20,000 and
$40,000 would be raisefl percent under
the House bill and 2.7 prcent under the
Senate bill. !

Just as Mr. Rdenkowski was
preparing his troops fr a compromise,
so was Senator Geore J. Mitchell of
Maine, the Democrati leader.

‘The Best ® Can’

Arguing on the Saate floor today
against several Delocratic amend-
ments that would hae made the-Sen-
ate bill more like tk House version,
Mr. Mitchell said e, too, favored
higher tax-rates andlarger burden on

the wealthy ana nopd that would be
the outcome of the cdference.

“We can't guaranle a result in con-
ference, but we're ging to do the best
we can,” Mr. Mitche/told the Senate.

But the majority pader went on to
say, “We must recgnize what the re-
alities are,” specifidlly that the Presi-
dent vowed to veto ginal measure that
would raise the topfax rate to 33 per-
cent from 28 percen

“I don’t agree wh the President,”
Mr. Mitchell said. ‘| think he’s wrong. -
But that is the realif.”

The most prominent of the amend-
ments rejected by the Senate today
was offered by Senator Albert Gore Jr.,
a Demaocrat from Tennessee. Defeated
on a procedural vote of 55 to 45, it would
have raised taxes on the rich and used
the revenue to limit the increase in the
gasoline tax and reduce cuts in Medi-
care benefits. ’

A Big Amendment’s Fate

Thirty-seven Democrats and eight,
Republicans voted for Mr. Gore's
amendment; 18 Democrats and 37 Re-
‘publicans voted against it.

Senate leaders of both parties had
promised last week that they would
work to defeat all amendments, and
they did so. Had they not made such a
pledge, the bill would have died in the
Finance Committee. i

The toughest challenges to their!
compact probably came late Wednes-
day night. One amendment then .wasz‘
similar to Mr. Gore’s. Another would
simply have scrapped the part of the
bill that would raise the gasoline tax.
Both were defeated handily. :

These are among the main elements'
of the Senate bill: 5

9An increase in the Federal gasoline
iz;ngrom 9 cents now to 18.5 cents in

9A doubling of the annual Medicare
deductible to $150 from $75. The
monthly Medicare premiums the eld-
erly pay for insurancé against doctors’
bills, now $28.60, would rise each year
as medical costs increased,
. 9An incrzase to $89,000 from $51,300
in the amount of wages subject to the.
1.45 percent payroll tax for Medicare.

_9A 10 percent luxury tax on autorno-
biles costing more than $30,000, boats
costing more than $100,000, private
planes costing more than $250,000, dnd
furs and jewelry costing more than

$5,000

_ @Tax breaks totaling $3.5 billion over
five years to encourage oil and gas pxo-
duction. They would not become effec-
tive unless the price of oil, now modre
than $40 a barrel, falls below $34. ’

gA limit on jtemized deductions for
affluent taxpayers. Those taxpayers'’
deductions would be reduced by 5 per-
cent of the amount of their adjustpd
gross income above $100,000. . a

gRequirements that all state and
local employees pay Medicare taxes
and that those not in a public employee
retirement system pay Social Security
taxes.

GHigher taxes on alcoholic bever-
ages and tobacco. X

GA $15 billion cut in agriculture pro-
grams. v

9An expansion of tax credits for prfur
workers. o

The measure also would impose a
variety of user fees for Governmént
services, including a charge for com-
mercial use of data from the Natidnal
Weather Service. e

a9 -
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Political Mightof Elderly
Is Felt Again in Senate

By ROBERT PEAR 1
Special to The New York Times z

WASHINGTON, Oct, 18 — Elderly
people have once again demonstraged
their political power by persuading
Congress to abandon proposals for
sharp increases in the fees they pay for

- Medicare. But most of the elderly wi_ll
still be obliged to pay more for their
Federal health insurance coverage
under legislation emerging from Capi-
tol Hill. o

There was only a brief skirmish in:
the long-awaited war between the gen-
erations this month. The elderly and
their-advocates won a swift victory, |
fofcing Congress to scale back pro-
posed cuts in Medicare, the health in-
surance program for 30 million elderly
and more than 3 million disabled peo- ;
“plg.. 5

Senator Bob Dole of Kansas, the Re- |
publican leader, complained this week :
thar* Medicare had become untouch-!
able: “Somebody mentions the word.
‘Medicare,’ it is like crying ‘fire’ in a |
crowded theater, and we did not do:
arfything in Medicare that touched poor |
people,” Mr. Dole said. “Why should’
the’ taxpayer pay the Medicare pre-|
mium of millionaires in America ori

S& making $100,000, 8200,000,11

$300,000, $400,000? Why not means-test |

% ?n .

: |
Mr.. Dole said that “if senior citizens.
‘uriderstood what we were doing to their;
chitdren and grandchildren,” by in-;
créasing the burden of Federal debt,
and-if they could afford to pay larger!
premiums, “‘they would do it.” !
%  Premiums to Increase
Medicare beneficiaries pay pre-

miums, now $28.60 a month, for insur- -

ance to help pay doctors’ bills. The
monthly premium would rise to $46.20
in 1995 -under the deficit-reduction
package approved Tuesday by the
House of Representatives, as against
$54.30 under the bipartisan budget:
agreement rejected by the House Oct.’
5 :

The rejected plan, which had been
negotiated by Bush Administration of-
ficials and Congressional leaders,
called for $60 billion in Medicare sav-
ings over five years, including $30 bil-
lion from beneficiaries.

By contrast, the packaged approved
by the House would save Medicare $43
billion over five years and $10 billion of

that would come from beneficiaries._

The remainder would come from doc-
tors, hospitals and other health-care
providers.

The Senate’s deficit-reduction plan
would savé Medicare $49 billion over
five. ygars, of which $17 bidion would
come fiom beneficiaries.

" Elderly Seek ‘Fair Share’

In interviews, elderly people said
they were willing to pay their “fair,
share” to help reduce the Federal
budget deficit, but most said they were
being asked to pay more than a fair
share.

L. Joseph Cahn of New Orleans, who!
is 82 years old, said “‘it wouldn't bother
me” to pay a little more in Medicare
premiums. He lives alone in a house
that he bought 43 years ago and is in
good health. He said that his income,
from Social Security, a private pension/
and investment in Government securi-

ties, was higher than at any other tim;|

in his life. ““‘I am blessed,’ he said.

- By contrast, Lydia B. Fischer o
Miles City, Mont., who lives on $400.
month and has arthritis, emphysema
diabetes and lung cancer, said she be-

- comes upset when she hears that Con-
gress is ““‘messing with Medicare.” :

Mrs. Fischer, 73, said that elderly:
! people “do protect Medicare and Social
- Security,” but she asked, “What else doi
we have to live on?"’ i

* Morris Lentchitsky, a retired- 81-
-year-old meat cutter who ‘lives in
‘Brooklyn on $20,000 a year, said he
could not easily pay higher -Medicare'
‘premiums and deductibles because his
income was fixed. ) ,
»*If we have to pay more for medica-|
tions, as. we do, and if they take more;
from our Social Security checks to payi
for Medicare, that’s double jeopardy,’”
hesaid. ~ "

The Government does not have a uni- -
form system to keep track of Federa)
spending by the recipient’s age. The
Congressional Budget Office estimates
that in the fiscal year 1988, the last for
which complete data are available, the
Government spent $301 billion for the
elderly and $107 biilion for various pro-
grams for families with children under
18 years old.

Social Security accounted for 54
perecent of Federal spending for the
elderly while Medicare accounted for
nearly 26 percent. Social Security was
also the biggest single source of Fed-
eral payments to families with chil:
dren, accounting for $22.8 billion in
1988.

Jeanne Scher of Marietta Ga,, a for-
mer nursery school teacher who is now
president of the Atlanta chapter of the
Older Women's League, said: “I would
caution any young person to think
about what would happen if his or her
parents did not have Social Security.
Many more young people would be
financially responsible for the care of
their parents.”

In debates over the budget, the
American Association of Retired Per-
sons has assumed a relatively low pro-
file, allowing other lobbyists to. de-
nounce Medicare cutbacks in more
strident terms

Eugene I Lehrmann of Madison,
Wis., vice president of the 33-million
member association, said: *‘Older
ple are concerned about the Federal
debt they are passing on to their chil-
dren and grandchildren. We are willing
to take our fair share of whatever pain
is needed to reduce the budget deficit.”
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House-Senate Panel Prepares for Endurance

-

" By MARTIN TOLCHIN
: Special to The New York Times

" WASHINGTON, Oct. 18 — In the wild
and woolly no-holds-barred world of
Hpuse-Senate conferences, a budget

reconciliation conference is in a class:

by itself.

It becomes almost an endurance

contest,” said Senator Lloyd Bentsen,
the Texas Democrat who heads the
Senate Finance Committee and who
will play a crucial role in the budget
reconciliation conference.
_ Senator John C. Danforth, a Missouri
Republican on the Finance Commiittee,
said, “If you leave the room for a few
minutes, you can come back and noth-
ingisleft.”

. A Different Kind of Conference

House-Senate conferences are round-
the-clock sessions intended to ‘meld
divergent bills passed by the House and
Senate. They are needed because a bill
cannot be sent to the President for his
signature or ‘veto until it has been ap-
proved in identical form by the House
and the Senate alike. <

DUnlike most conferences, attended
by perhaps two dozen House and Sen-
atz members, a budget reconciliation

LE’lenty of .
E)ckeYing when -
ongress is down

o the wire.

conference has hundreds of members,
anil .dozens of subconferences. Virtu-
aly every committee that authorizes
Gavernment programs, from Agricul-
ture to Veterans Affairs, has programs
affected by the bill, and will have a role
atthe conference table.

Last year’s conference had 232 mem-
bers and more than 50 subconferences.
But most of the negotiating is done by a
fev leaders in secret. House and Sen-
ate conferees caucus separately, and
sead each other various proposals until
they reach agreement on an issue.
Ween the doors finally open, the lead-
ers of the subconferences merely re-
state the agreements already reached.

Many Tax Changes

The conference committee is ex-
petted to begin negotiations Friday on
the budget for the current fiscal year,
which began Oct. 1. Neither chamber
has anounced the number or names of
the conferees. :

As much of the bill has to do with tax
changes, Mr. Bentsen's committee and
the House Ways and Means Commit-

. tee, headed by Representative Dan

Rostenkowski, Democrat of Illinois |,
wi have jurisdiction over 60 percent of

| the budget reconciliation bill.

Senator Bentsen predicted that the
conferees would settle much of the dif-
-ferences “‘and then they'll say, ‘You
and Danny work out the rest.’ ”’ He said
he and Mr. Rostenkowski would then
“call in our experts, and consult with
our members.”

Conflicts between the two men will
include proposed increases in income
taxes approved by the House and re-
jected by the Senate. The Senate also,
approved a 9.5-cent-a-galion increase

.in gasoline taxes; the House did not ap-

prove any increase in the gasoline tax.

A conferee’s overall strategy con-
sists, in part, of concealing his true:

'goals, lest they become hostage. “If:

Bentsen or Rostenkowski knows what
the other guy has to have, he can name -

‘his terms,” said a Senate aide whohas '

watched the two men joust.
White House Is Present

In.addition, the White House is al-
ways at the conference table, because
conferees want to produce a bill that

the President will sign. Although they
| are not formal members of the confer-

ence committee, Richard G. Darman,
the White House budget director, and
Treasury Secretary Nicholas F. Brady
will have seats at the table.

There are few limits on what the con-°
ferees can do. They can shrink a large
bill, as they did last year when they re-
duced a 1,000-page budget reconcilia-
tion bill to 87 pages, or they can inflate
a small bill, as they did when they took
a minor mass transit bill and used it to
overhaul the ‘mass transit laws. Al-
though House and Senate rules require
that conferees approve only legislation
that has passed either chamber, and is

| within the ‘“‘scope of the conference,”

this rule is honored in the breach.

‘‘About the only thing the reconcilia-
tion conference can’t do is produte a’
treaty,” said Robert Dove, former Sen-
ate parliamentarian now an aide to
Senator Bob Dole, the Republican lead-
er.

Everything Is ‘Relevant’

Senate rules provide that *‘a confer-
ence report may not include new mat-
ter entirely irrelevant to the subject
matter,” -but Mr. Dove noted that in
Congress, almost everything is some-
how ‘‘relevant’’ to everything else. One
House member observed, ‘' With unani-
mous consent, these guys can make the
sun rise in the west.”

As Election Day approaches, the con-
ference leaders expect increasing
problems in persuading the conferees
to support new taxes and program re-
ductions. The 33 Senators campaigning)|
for re-election and those House mem-|
bers in tough re-election campaigns
have the tacit approval of their respec-
tive-leadership-to oppose these unpopu-'

lar decisions.

Although conferees are supposed to
uphold the positisn of their chambers,
this also is the exception rather than

| the rule. Senator Wunke Fpwin= - -

Georgia Democrat, noted that in the
arts endowment conference, '‘We'll
have some Senate conferees who feel
that the House position is the better
one’” .



Is Thisan Era’s End?

The Anti-Tax Offensive of the 1980’s
Is Over, or So the Democrats Believe _

ByR. W.APPLEJr.

Special to The New York Times .

WASHINGTON, Oct. 18 — As Con-|
2ress moved toward completion of a.
budget package today, the Democrats:
who control both the Senate and the’
House of Representatives cast their
Sets that the Reagan era was really!
over.

For six long years, from;
the defeat of Walter F.
Mondale in the 1984 Presi-
dential election until only
a few months ago, Demo-
cratic politicians were on the defensive
on taxes. ‘“There they go again,” Ron-
ald Reagan and his fellow Republicans
would say, “‘rajsing your taxes again,”
and the Democrats would scurry for
cover.

Now Mr. Reagan is gone from the
Washington scene, President Bush has
abandoned his no-new-taxes pledge, oil
prices are soaring, the economy is
slumping, and the deficit threatens to

race out of control under the impact of
the savings-and-loan bailout and the
Persian Gulf  crisis. The Democrats
feel free to utter the dread ““T* word
again, though they prefer to talk about
“fairness,” and, like Franklin D.

News
Analysis

Roosevelt and Hubert H. Humphrey-

and Lyndon B: Johnson, to preach that
old-time religion about soaking the
rich. '

‘No More to Give’ -

Are the Democrats right? Have

times really-changed? Or are they just
deluding themselves? Are they walk-
ing into a trap that they don’t see?

The Senate and House conferees wha,

will labor to produce a bill to send tc
Mr. Bush will almost certainly agree, it
they agree at all, on a measure that im-
poses new taxes of some kind on the
wealthy. Representative Dan Rosten:
kowski of Illinois, chairman of th

Ways and Means Committee, pushed
that sort of bill through the House
earlier this week, and although the Sen-
ate as a whole preferred milder medi-
cine, many Democratic senators actu-
ally favored Mr. Rostenkowski's ap-
proach of making the privileged pay
more.

“The middle class has no more tc
give,” said Senator Barbara A. Mikul-
ski of Maryland, who sponsored one of
many amendments that the Senate de-
feated today, to her dismay and that.ol
many of her Democratic colleagues.

“Ronald Reagan managed all
through the 1980’s to cast the tax de-
bate in terms of economic policy,”" said
Geofirey Garin, a leading Democratic
poll taker. “He said low taxes meant
greater- growth, and -people -believec
him. In that context, fairness didn’t
matter as much. Everyone was bene-
fiting.

““Now many' more people think the
question is, Who pays? In that context
the old Democratic argument about

" fair shares is much stronger.”

- Is Reaganism Alive?

But a few Democrats on Capitol Hill
and many who ply their trade far from
Washington, believe Mr. Reagan'’s ant1-
tax fervor is still alive.

Gov. James J. Florio of New Jersey
for example, is facing a fierce popular
revolt against his policies, including a
program of higher taxes. Representa
tive Jill Long of Indiana, who won a
special election on a no-new-taxes plat-
form last year, is running far aheac
this year by saying much the same¢
thing. Two Democratic underdog:
campaigning for governor in big Mid-
western states, Neil Hartigan in Illinois
and Anthony Celebrezze in Ohio, have

gained a lotiof ground in recent weeks
by picturing their Republian foes as ad-
vocates of higher taxes.

“The landscape has changed,” sai¢
Douglas Schioen, who helps pian cam-
paigns for| Democratic candidates:
“but the vast majority of people stil,
think that waste, not inadedquate reve-
nues, is the problem in Washington. Sc;
I tell my candidates that they have 1
establish their fiscal prudence first[
then emphasize that they’re taking the
burden off working people. Otherwise

the Republicans‘can make us the tax:
raising party again, and we lose.”

One thing that is different about thé
political landscape is the replacemen
of Mr. Reagan by Mr. Bush, who hag
less of a core constituency behind hinj
and lacks Mr. Reagan’s almost magi
cal ability to make any talk of tax in
creases a threat to working people
whatever the fiscal reality.

Another is the growing belief of large
numbers of voters, reflected in many
recent opinion surveys, that the 1980'¢
were full of excesses that will have t(
be paid for sooner or later, by some
body or other. Relatively few peopl
argue any longer -that cutting taxe
‘would balance the budget, as Mr. Rea
gan and the supply-siders argued witl,
great success in the last decade.

“Politics does have some roots, how:
ever fragile, in reality,”” said Thomas.
Donilon, .a Washington lawyer anc,
Democratic strategist. ‘‘Bush gave ur| '

the Republicans’ strongest politica!
hammer — the no-new-taxes pledge —
because he couldn’t postpone the day oi
reckoning anymore. The budget mess
couldn’t be alllowed to continue. That
changes the political equation.”’ .
For the moment, at least, the Demo-
crats are defining the Republicans, fox|
political purposes, as the protectors of!
the rich, rather than the Republicans!|
defining the Democrats as the tax-and-
spend crowd. That, a very senior Re:|
publican senator said this week, “willi
cost us some seats’ in the midterm:
elections next month, and could eveni
imperil Mr. Bush in 1992, - [

‘Treacherous Ground’

Mr. Mondale, who is campaigning for
his son, a candidate for the Minnesota
Senate, sees international forces as the
engine of change. I

‘‘Reagan was saved, it seems to me,
by falling oil prices and cheap foreign
credit,” the former Vice President said
in a telephone interview. ‘“They made
big deficits tolerable, but now there’s
no ‘alternative to footing the bill. No
more open-field running, just straight
through the line — and the Democrats
have always been a bit better at that
sort of politics.”

Some even see Representative Rich-
ard A. Gephardt of Missouri, who has
made much of the Democrats’ case on
taxes during the last year, emerging
from the budget crisis as such a hero
that he will win the -party’s Presiden-
tial nomination two years-from now.

Maybe. But as Mr. Donilon said, the

mocrats are on ‘‘treacherous
lg)found," and a misstep could be very
costly. Mr. Gephardt and many other
Democrats thought they had a winner
three years ago in Japan-bashing,-gnd
that faded away as Mr. Bush painted
them again as the party of big govern-
ment, at a time when most voters
thought that government should get

maller. e
s It could happen again, especiallyat a
time when public support for p,ol;q-
cians of any stripe — indeed, for poti-
tics itself — is so slight.
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Leaders Aim

For Quick Pact
On Budget Bills

Wealthiest Taxpayers Seem
To Be a Certain Target;
Gasoline Levy Key Issue

By JACKIE CALMES
And JEFFREY H. BIRNBAUM
.Staff Reporters of THE WALL STREET JOURNAL
WASHINGTON-—Congressional leaders
aimed for a quick compromise this week-
..end between House and Senate versions of
the largest deficit-reduction plan ever,
- with the final product all but certain to
raise taxes on the wealthiest Americans.
- - Preliminary plans were proceeding for
s the tough negotiations ahead even as ghe
Senate yesterday was wrapping up action
- onits own package of tax increases and
. spending cuts, which is part of a blueprint
- to shrink the budget deficit by $500 billion
: over five years. Senate leaders of both par-
- ties showed impressive muscle during two
+days of debate in blocking amendments
.that would have threatened Republican
-and White House support for the plan.
. Unlike the House plan passed on Tues-
: day, the Senate package wouldn’t raise in-
-come-tax rates on the wealthy. But it
-would limit their deductions, which would
‘raise their taxes by $29 billion over five
+years. Though the outlines of an ultimate
.compromise were unclear, Democrats in
both chambers were committed to some-

-how shifting the tax burden more toward -

‘rich Americans.
The final product was widely expected
‘to omit a House provision to delay for a
'year the scheduled inflation adjustments of
-the income-tax brackets and the personal
-exemption. President Bush and his fellow
Republicans-have spotlighted that provi-
.sion—which would raise $36 billion more
over five years from lower- and middle-in-
-come taxpayers—to charge that Demo-
crats were hypocritical in claiming to be

looking out for the middle class.

House Democrats, by including that so-
called indexing provision in their bill, were
able to drop a proposed gasoline-tax in-
crease and hold down proposed cost in-
creases for Medicare beneficiaries. The
Senate bill, in contrast, would impose
higher Medicare costs and would boost the
current nine-cent-a-gallon tax on gasoline
to 18.5 cents, which made it more contro-
versial with rank-and-file Democrats.

But in a closed-door meeting with House
Democratic  vote-counters  yesterday,
Chairman Dan Rostenkowski (D., Ill.) of
the Ways and Means Committee acknowl-
edged that some gasoline-tax increase
might have to be part of the final pack-
age.

" The trade-off between indexing and en-
ergy taxes, along with the question of how
to increase taxes on the wealthy, will be
the most contentious issues facing the
House-Senate conference.

Bush administration negotiators have
made clear they would accept an increase

" in the top marginal rate on the wealthiest
individuals to 31% from the current 28%.
That isn't high enough for Democrats, who
prefer at least 33%, especially if the in-
crease is accompanied by any form of cap-
ital-gains tax cut, which the president
wants.

The dispute could sour any effort to get
even the modest and highly targeted ver-
sion of capital-gains tax preferences con-
tained in the House-passed bill. It would al-
low one-time capital-gains tax breaks, but
mostly for middle-income people and not
for stock speculators. "\

For days, the administration has sig-
naled that Mr. Bush would sign a deficit-
reduction measure similar to the Senate’s.
He continued to attack the House-passed
plan yesterday, telling White House interns
that **when some members of the Congress
talk about ‘soaking the rich' they really do
mean raising taxes on everybody."

Administration officials, who have been
working behind-the-scenes with congres-
sional leaders to mold a compromise,
made some progress yesterday when the
Senate deleted provisions that would have
increased civil fines by the Occupational
Safety and Health Administration and
made certain OSHA violations criminal of-
fenses. The administration has said the
president would veto any bill that included
those provisions.

Even as Senate debate continued, law-
makers of both parties were increasingly
optimistic that the president would ap-
prove another stopgap spending bil] to
keep the government operating after the
current short-term bill expires at midnight
tonight.

“The House took the first step yesterday
by voting 379-37 for a measure to extend
the government's financing and its borrow-
ing authority through Wednesday. It also
would suspend the across-the-board cuts

that are required by the Gramm-Rudman .
law because the projected 1991 deficit ex-

ceeds the law's limit. White House spokes-
man Marlin Fitzwater yesterday said the
administration has notified congressional

" leaders that Mr. Bush would consider sign-

ing a stopgap bill if there was “‘satisfac-
tory progress’ toward a final deficit-reduc-
tion package. :

Both chambers’ packages would enact
about half of a White House-congressional
goal of reducing the deficit by $500 billion
over five years. Remaining savings would
come from defense cuts and reduced inter-
est payments on a lower federal debt.

About three-fourths of each package

consists of higher taxes and savings from
Medicare. The rest of the savings repre-
sents cuts from projected spending in pro-
grams for veterans., college students,
farmers, federal retirees and many oth-
ers.

Next to taxes, the Medicare savings
have been most controversial. The influen-
tial elderly lobby is likely to prevail in
pushing for provisions more like those in
the House plan, with its smaller cost in-
creases for recipients. For doctors and
hospitals, the House and Senate plans man-
date similar cuts in Medicare reimburse-
ments.

"The Serate would double the Medicare
deductible to $150 annually: the House
would lift it to $100. The Senate bill would
allow some doctors to charge Medicare
beneficiaries more money than current
law. This change, pushed by the American
Medical Association, is one of the prime
targets of the elderly groups. The House
allocates $2 billion over five years to pay
Medicare premiums for certain poor peo-
ple, while the Senate version contains $425
million for such a program.

During both days of Senate debate,
many rank-and-file Democrats sought to
soften the hit to Medicare beneficiaries

‘with varjous formulas that raised taxes on

the rich, much like the House plan did. But
Democratic leaders, dependent on GOP
votes to pass a package in the more con-
servative Senate, worked with their Repub-
lican counterparts to fend off such amend-
ments.

The bipartisan accord put Senate Dem-
ocratic Leader George Mitchell of Maine in
the ironic position of killing proposals for a
higher tax rate on the rich, despite his lead
role in unsuccessfully pushing for such
changes when the tax code was overhauled
in 1986.

""The president has stated clearly, con-
sistently and unequivocally that he will
veto any bill that raises the top rate to
337 on the highest-income taxpayers,”
Sen. Mitchell said. At the least. he argued,
the Senate bill or anv likely compromise
with the House would be more progressive
than current tax law—that is, it would hit
the rich proportionately harder than those
with lower incomes.

Sen. Mitchell repeatedly asked his dissi-
dent Democrats: *'Do vou want to make a
statement, or do vou want to make a
Jaw?"

In floor action vesterday, the Senate
voted 55-4) against an amendment from
Sens. Albert Gore (D., Tenn. ) and Barbara
Mikulski (D., Md.1 that would have
tracked the House bill's hit-the-rich tax
provisions—raising the top marginal tax
rate on the wealthiest Americans to 337
from 25, imposing a 10" surtax on mil-
lionaires, and increasing the minimum tax
rate for those who otherwise would slash
their liability with numerous deductions.

Even a nonbinding “'sense of the Sen-
ate” amendment from Sens. David Boren
(D.. Okla.) and Sam Nunn (D.. Ga.) was
beaten, 57-43. The amendment would have
encouraged Senate negotiators in the
budget conference to work for a capital-
gains tax cut, expanded use of individual

‘retirement accounts, and a smaller gaso-

line-tax increase.

Anaiyses of the House and Senate bills
shows that the House version would hit
hardest at individuals who make more
than 8200,000 a vear. These people would
have a tax increase of 7.4%, while the Sen-
ate bill would increase their taxes 3.7%.

But the Senate bill is tougher than the
House bill on incomes of $75,000 to $200,000.
For the $75.000-$100,000 group. the House
bill's tax increase would be 1.5%, com-
pared with the Senate's 2:5%. For the $100,-
000-5200.000 group, the House bill's in-
crease would be 0.7, compared with the
Senate’s increase of 3.57; .

With the emphasis on helping wage-
earners at the lower end of the scale. there
is a growing likelihood that the final bill
will contain provisions that subsidize child
care, especially for low-income people.

Based on paralle} provisions in the
House and Senate packages, the fina}
measure is likely to raise the 16-cent-a-
pack cigarette tax by eight cents by 1993.
and to increase levies on alcoholic bever-
ages, airline tickets, luxury items and in-
surance companies,

—l)mv'd Wessel and Kenneth; H. Bacon
contributed to this artyio
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Senate nearsapproval
of budget bill

By Charles Green
and R.A. Zaldivar
Inquirer Washington Bureau .
WASHINGTON — The Senate .last
night neared -approval of a budget
bill that would raise the gasoline tax
to 18 cents a gallon as part of a
broadly based collection of new
taxes and spending reductions.
Once the Senate measure is ap-
proved, the five-month-long budget
battle will move into its most critical
stage, in which the House and Senate
must agree on a single bill that re-

solves their differences over the gas- -

oline :tax. and stax rates. for
weal‘thy-:‘h',k: XAy -—-:‘--\- POVL 7 e ol b el
~Lawmakers=had -been
feach- a- budget: accord -before 12:01
a.m." foiiorfow, When' the. govern-
ment's.authority to operate expires.
_But yesterday, the White House sent
word to Capitol Hill that President
Bush would sign a stopgap resolution
to continue federal-spending into
next .weekif lawmakers.were mak-
ing satisfactory progress on rgaching
agreement on a budget bill that
would reduce the deficit by $500 bil-
lion over five years. )

The bipartisan Senate bill, which

{t_he .

dicted that the final deficit-reduc-
tion package would raise the gaso-
line tax by several cents, eliminate a
House provision that would push
more middle-class taxpayers into
higher brackets and limit deductions
for those making more than $100,000.

Far less clear was whether negotia-
tors would try to raise the income
tax rate on higher-income Ameri-
cans, despite veto threats from Bush.

“Once they start changing any-
body’s income tax rates, they can't
resist everyone’s .tax rates,” Bush

said yesterday in brief remarks at
the White ‘House. .

At issue.is who will shoulder the
burden of reducing the budget defi-
cit by an estimated $500 billion over
‘the next.five years, the most ambi-
tious deficit-cutting action Congress

¢ has ever attempted.
A major issue for House and Senate .
i negotiators will be the Democrats’

Bush backs, ‘would raise gasoline.

taxes by 9.5 cents a gallon, ‘reduce

than $100,000 a year, increase payroll
taxes for the upper-income workers
and require Medicare recipients to
pay more for health care.

-insistence that a deficit-reduction

“The middle class in this country
have no more to give,” said Sen.

ol J : -So let’s go and get it from those who
deductions for people making more .

The proposal approved by the

House is strongly backed by Demo-
crats, but the White is opposed to it.
1t would raise the top tax rate to 33
percent, impose a 10 percent surtax
on taxable income above $1 million
and raise almost everyone’s taxes by
delaying by one-year inflation ad-
justments of tax brackets and per-
sonal exemptions. It also contains a
reduction in capital-gains tax rates,
designed mainly for people with in-
comes under $100,000 a year. It would
retain federal gasoline taxes at the
current 9-cent-a-gallon rate.

Both the House and Senate bills
would raise taxes on beer, wine, hard
liquor and cigarettes and imposge a
luxury tax on the most expensive
cars, yachts, private planes, furs and
jewelry.

Finding a compromise between the
two approaches promises to be the
most difficult issue to resolve.

“The fundamental issues are going
to be what to do with the gas tax and
what to do with progressivity — deal-
ing with rates and the surtax,” said
Leon E. Panetta (D, Calif.), House
Budget Committee chairman. “That’s

" where the battle is going to be
fought.”

Anticipating passage of the Senate
bill, some lawmakers began pri-
vately discussing possible compro-
mises between the House and Senate
versions that would satisfy both
Bush and the Democratic majorities
in Congress.

Some lawmakers yesterday pre-

got it.”
While both the House and Senate

"bills would impose higher taxes on

upper-income earners, the House bill
would go further in taxing those

‘with incomes above $200,000.

- Senate Finiance Committee Chair-
man Lloyd Bentsen (D., Texas) said
the Senate negotiators would agree
to the best of the House provisions,
but he would not be specific.

. “Without question, we'll each

move toward the other, and we'll
improve progressivity lin the tax
¢ode] in the process,” Bentsen said.

Some of the major areas of conten-
tion are likely to include:

Gasoline tax: The House would
not increase the 9-cent-a-gallon gaso-
line tax; the Senate would raise it by
9% cents. Legislators predicted that
a gasoline tax increase would
emerge from a House-Senate confer-
ence, but it will be a smaller one
than in the Senate bill.

Inflation adjustment: The
House would not adjust income-tax
brackets and' personal exemptions.
for inflation for one year, requiring
virtually every taxpayer to pay.
higher taxes. The Senate has no such
provision. With the White House

‘package hit upper-income taxpayers .
. the hardest.

‘Barbara A. Mikulski (D,, Md.) during -
debate on the Senate proposal yester-
"day. “The poor have nothing to give.

h
.

loudly objecting to the House provi-
sion, some lawmakers'said it wopld

probably be dropped. “It’s highly tin-

likely the Congress will send to the
President that one-year delay,” said
Sen. Max Baucus (D., Mont.). i

Payroll tax: The House Wo:lld

subject the first $100,000 in incometo .
the . 145 percent Medicare -payroll

tax, while the Senate would apply. it

to income up to $89,000. The current

cap is $51,300. Lawmakers said nego-
tiators could agree on a.middle fig-
ure. . ' .

Income ‘taxes: The House .bill
would raise: the tax rate for upper-
income-earners from 28 percent to 33
percent. Joint . filers with-incomes
above about $200,000 would .be .af-
fected. The Housé would-also slap a
10 percent surtax on income above $1
million and.raise the alternative

minimum tax from.21 percent to 25

.percent.

The Senate measure .would not;é

change income tax -rates, but it

-would reduce the deductions -that !
‘those with incomes: over $100,000 |
“could claim. For-every $10,000 in in. |
‘come -‘above $100,000,:a taxpayer |

‘would los¢ $500 in. deductions.
.+.In action » yesterday; the Senate
“blocked attempts to raise the tax
-rates on upper-income earners, amid
warnings that..such:moves would
spur a veto, Y - '

" Senators defeated”an amendment
‘that would . have .jmposed higher
:taxes-and used the money to keep
-down Medicare fegs for the elderly.
' Another rejected amendment wouid
- héve used some of the money to give
tax breaks on capital gains, the prof-
its-from the sale of stocks, real estate
and other assets, .

Senate Majority Leader George J.

Mitchell (D., Maine) and Republican
leader Bob Dole of Kansas repeatedly
told colleagues that major changes to
the bill would hamper deficit-reduc-
tion -efforts for the year.
- -The defici{-cutting bill would
write into law the tax increases and
spending changes in Medicare and
other entitlement programs outlined
in the budget resolution Congress
passed last week.

Moving on a separate track in Con-
gress are the 13 annual appropria-
tions bills, which provide the money
for government operations, such as
Pentagon and Justice Department
spending. None has passed Congress,
although five await votes by both
chambers. .

Both the appropriations bills and
the deficit-cutting bill, called a rec-
onciliation bill, are necessary in or-
der for Congress to meet the target
of reducing government borrowing
by $500 billion “over the next five
years.

Inquirer wire services contributed .to
this article.
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Senate moves

By BILL MINTZ .
and WILLIAM E. CLAYTON Jr.
Houston Chronicle Washington Bureau

WASHINGTON — The Senate late
Thursday was moving toward final
approval of a deficit-reduction bill
that would double the federal gaso-
line tax, reduce Medicare benefits
and limit income tax deductions for
wealthy Americans.

Once the Senate bill gains final
approval, a conference committee
iwill be charged with working out
{differences with a House-passed bill
jthat would raise income tax rates on

e wealthiest Americans. .

! President Bush has expressed sup-
port for the Senate plan but opposes
the House version, saying that a one-
year freeze on inflation adjustments
of tax-bracket levels would raise tax
rates on middle-income earners.

| Congress is working against a
deadline of midnight tonight,/when a
resolution that temporarily funded
government operations runs out.

" President Bush had threatened

earlier in the week to shut the
government down for the second

. time in two weeks if no agreement to

reduce the deficit by $5 billion over
the next five years was on his desk
by the deadline.

But Thursday, White House
spokesman Steve Hart said Bush will
approve a temporary spending bill
“if by (Friday) afternoon satisfac-
tory progress has been made with
significant deficit reduction.”

The House then passed a resolution
to continue government operations
at current levels through Wednes-
day.

But White House officials said any
continuing resolution would have to
reflect a deficit-reduction target of
at least $40 billion next year before
the president would sign it. -

"In the Senate, liberal Democrats
failed, in a series of amendments
that dominated debate Thursday, to
follow House Democrats’ crusade

1o wrap up
eficit plan

for more fairness by imposing higher
taxes on wealthy Americans.

“We must represent the values of -

Main Street, not the values of Wall
Street,” said Sen. Barbara Mikulski,
D-Md., a sponsor of one tax-the-
wealthy plan. _

Sen. Al Gore, D-Tenn., agreed: “Do
we want to ask the senior citizens in
hospitals to pay more so the wealthi-
est in our society can pay less? I
don’t. It is just plain wrong.”

In each case, the Democratic lead-
ership warned that tampering with
tax rates would provoke a Bush veto.
Each of the income tax amendments
was defeated.

One that came close to approval
was a proposal by Sen. Tom Harkin,
D-Iowa, to impose an 18 percent
surtax on people earning more than
$1 million per year. Harkin proposed
using the $8 billion in revenue to
reduce the burden on Medicare re-
cipients.

“Do I think the wealthy should pay
more, in this country? Yes, I do,” said
Sen. Lloyd Bentsen, D-Texas. “But
the president of the United States:

says he won’t sign such legislation. '
What we are trying to do.is:put -

together a package.the president
will sign.

“We can go on, making partisan
points against each other ... but I
must tell you, I think the American
people are fed up with it. We will be
playing a high-stakes game if we
have a veto,” Bentsen said.

The Senate also rejected, by a 67-
33 vote, a last-minute effort by Sen.
Howard Metzenbaum, D-Ohio, to add
a windfall profits tax on crude oil to
the deficit bill. Metzenbaum said the
recent increase in crude oil prices
means the oil companies “are raking
it in.”

The Senate bill would limit deduc- . sions 4 of the *deficit-reduction bill

tions for people earning more than
$100,000, impose the 1.45, percent
Medicare tax on the paychecks of
many upper-middle-class people for
the first time, and boost levies on
yachts and furs,

It also would raise the 9.1-cent-a-
gallon federal gasoline tax to 18.6

cents by 1992 — a measure that will (
. +est tax break to middle-class people

raise $43 billion in new revenue over
five years.

Bush said, “I prefer the Senate
version of the budget -because it

keeps the 28 percent (top incomeax) -
rate and it doesn’t raise the.income
tax on any middle:class ‘or lower-
income Americans — not because I
want to help the rich, but because 1
want to help everyone.”

Bush said that tax indexing — the
annual adjustment of income tax
brackets for inflation — prevented
the middle class from being pushed
up into higher brackets.

“Elimination of indexing does not
affect the rich because they are
already in the top bracket,” Bush
said in remarks to a group of White
House interns.

“Indexing is a protective shield for
the middle class, and tell your par-
ents and families that I am not going

" to permit this protective shield for
working Americans to be pierced, to*
_be broken,” the president said.
“¥441 will hold everyone's feet bo:thes
dire and -make themdo the. right"
-thing.” : T T ad

He said talk of making the tax code
mere progressive:“is. just a smoke-".
screen.”’ ‘~_ o L ‘-,
" The House bill, which' was. ‘ap+:
proved Tuesday, would raise :the-
income-tax rate on the richest.

.Americans from .28 percent to 33:
percent and add a 10 percent tax on
people earning $1 million annually. :
It also would raise the minimum tax '

" paid by people’ with tax shelters.

While efforts to imposé higher

taxes on wealthy Americans failed
in the Senate, the fairness question is

2

. sure to be a pivotal issue in the

conference committee, which is ex-

. pected to begin reconciling : the
- House and Senate bills today. -

_...“The major issue. with us.in the’
+ House i$ hanging anto some notion ot
:"progressivity,”said Rep.'Byron Dor-
: gan,:D-N.D,; a mémber of the tax-

-;writing Wayg'and Means Committee.

" House' Biidget: Committee Chair-
. mai-Eeon*Panetta, D-Calif., said he

*'believed the: House would drop its

-provision rtoi-ffegzg"indgxmg for one

Both the. l()liSe’and;Senate ver-’

- reduce*Medicare benefits for 33 mil-
lion senior citizeris, although by dif-
ferent amounts. Both versions of the
bill contain similar tax increases on
alcohol, tobacco and luxury. items
such as furs, expensive cars, private

.airplanes and jewelry.

The House bill would grant a mod-

'who sell property and would not

. raise the gasoline tax.



Bush backs off on
govt. shutdown threat

By JOE BATTENFELD

WASHINGTON — President Bush last night aban-
doned a threat to impose another weekend government
shutdown as the Senate crept toward approving its own
deficit reduction package.

Bush signaled he will keep the government running

until next Wednesday at the latest to allow Congress to

end the bitter
budget impasse and ap:
prove a final compromise
plan, |
The latest Bush flip-flop
came as he repeated hisf
opposition to a “soak the
rich” tax approved by the
House and claimed Demo-|
crats were trying to tax
working class people.

“I'm going to fight the
taxers and the spenders,”
Bush said. '

‘With the current spend-
ing bill set to expire at
midnight tonight, the
House Yesterday ap-;
proved a new stopgap.bill |
and ‘the :Senate: wags -ex- '
pected-to follow suit. .

Bush in the, Jast week
has: repeatedly vowed to
veto such a temporary
measure in the absence of
a final budget plan, -

But as the Senate yes-
terday moved toward ap-

proving a package that

has the White House's
blessing, the president
changed his tune,

White House spokes-
man Marlin Fitzwater
said: Bush will ‘sign an-
other “short-term” contin-
uing resolution keeping
the government afloat un- _
til Wednesday provided

the House and Senate -

were near agreement.

It was unclear last
night when or if a final
budget would reach
Bush's desk.

“There will be an agree-
ment,” Sen. John F. Kerry
(D-Mass.) predicted. “No
one wants anything to
shut down.”

However, Senate Major-
ity Leader George J. Mit-
chell (D-Maine) admitted,
“We can't guarantee the
result.”

There is-a chance that
House and Senate confer-
ees could patch together a
compromise by late to-
mnight, but congressional
leaders were also prepar-
ing for a round of week-
end negotiations,

The House package ap-
proved earlier this week
would hit the richest
Americans with hefty tax
hikes and restore some
proposed cuts in the Medi-
care program.

It also includes no hikes
in the federal gas tax.

.ment debate dragged on,

THE BOSTON HERALD, FRIDAY, OCTOBER 19, 1990

The Senate was expect-
ed to approve a markedly :
different $250 billion defi-
cit reduction package late
last night after more than
20 hours of often acrimon-
ious debate. e

1t includes only a mo-
dest tax hike on the rich
and an 18 cents per gallon
tax on gasoline, . - |

Kerry was expected to
vote against the package
while Sen. Edward Ken-
nedy (D-Mass.) was ex-

pected to approve it.

Even as Senate amend-

House Democrats hud-
dled yesterday to try and
‘reach a compromise with
Senate leaders on the
overall package and avoid

another budget stalemate.

House leaders privately
admitted they will have to
settle for some hike in gas
laxes and a smaller tax
hit on the wealthy.

But it was far from cer-

tain what the fina) com- :
promise will be, partly |

due to confusion over
whether Bush will accept
any increase in income
tax rates.

|
1

“We've seen the presi-'

dent change his mind be-
fore,” said Sen. Robert W..
Kasten (R-Wis.). :

Democratic and Repub-
lican leaders in the Senate
vesterday successfully |
fended off dozens of hos-:
tile amendments they’
claimed would have killed
any fragile budget com-
promise.

Among those amend-
ments was a plan to scale
back a proposed 18 ‘cents
per gallon gasoline tax
and impose tax hikes on
the wealthy similar to
those included in the
House plan. It was nar-
rowly defeated on a 55-45
vote.

“Hopefully in the con-
ference committee that
(income ‘tax hike) wil]
happen,” Kerry said.

Alsorejected was a plan
to eliminate the gax tax
entirely.




Senat

By CHARLES GREEN
AndR.A.ZALDIVAR

Herald Washington Bureau
WASHINGTON — The Senate

neared approval of a sweeping defi-
cit reduction bill Thursday night
that was generally acceptable to
President Bush, raising hopes that

the government’s paralyzing budget
battle will end next week.

The bipartisan bill would increase
income and payroll taxes for upper-
income Americans, double the gaso-
line tax, require Medicare recipi-
ents to pay more for health care and
raise taxes on cigarettes, beer, wine
and liquor.

House and Senate negotiators are
expected to begin settling differ-
ences today between the Senate bill
and a House-passed measure
strongly backed by Democrats but
objectionable to the White House.

A key to the deliberations will be
the fate of a House provision raising
the income tax rate for higher-in- -
come taxpayers.

Negotiators may liave more time
than previously expected to craft a
deal: The House on Thursday over-
whelmingly approved, 379-37, a
short-term spending bill to keep the
government operating through
Wednesday night.

The chairman of the House
Appropriations Committee, Jamie
Whitten, D-Miss., said Bush would
sign the measure and avoid a repeat
of the temporary government shut-
dO\dNn over the Columbus Day week-
end.

And though White House spokes-
man Marlin' Fitzwater said Bush's
signature was not automatic, a
spokeswoman for House Republican
leader Robert Michel of Illinois said
White House officials had told GOP
members that the president would
sign the bill.

The reports suggested another
flip-flop by Bush, who changed his
mind last week about trading higher
income tax rates for a cut in the cap-
ital gains tax.

Earlier this week, on the cam-
paign trail, Bush thundered against
‘‘stop-gap - government’’ and
pledged not to sign another tempo-
rary spending bill. “Lest there be
any doubt, let me make clear to Con-
gress just how serious I am about
meeting that Friday deadline,”” Bush
told a Dallas fund-raising crowd.
“Twice. now this year I've signed
emergency legislation to add more
time to the clock. Well, this Friday,
time’s up.”

In Congress on Thursday some
lawmakers predicted the final bud-

- get package would raise the gas tax
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e nears O}
on deficit plan

several cents, eliminate a
House provision that would push
more middle-class people into
higher tax brackets and Jimit
deductions for those making more
‘than $100,000.

Far less clear was whether
negotiators would attempt to raise
the income tax rate on higher-in-
come Americans despite veto
threats from Bush. )

“Once they start changing any-
body’s income tax rates, they can’t
resist everyone's tax rates,”’ Bush
said Thursday at the White House.

- At issue in the budget battle is
who will shoulder the burden of
reducing the federal budget deficit
by an estimated $500 billion over
the next five years — the most
ambitious deficit-cutting action
ever attempted by Congress.

At stake is the health of the
economy, interest rate levels and
public confidence in the ability of
government leaders to govern.

““We can’t demonstrate that the
president and Congress are
incompetent,’”” said Rep. Byron
Dorgan, D-N.D. “We’ve ‘got to
demonstrate that we’re capable of
running the country, even if we
disagree philosophically.”

The overriding issue in the
House-Senate budget conference
will be the insistence by Demo-
crats that any deficit reduction
package hit upper-income taxpay-
ers the hardest.

“The middle class in this coun-
try have no more to give,” said
Sen. Barbara Mikulski, D-Md.
“The poor have nothing to give.
So let’s go and get it from those
who got it.” :

While both the House and Sen-
ate bills impose higher taxes on
upper-income people, the House
bill goes further in taxing those
with incomes above $200,000.

The Senate Finance Committee
chairman, Lloyd Bentsen, D-Tex.,
said the Senate negotiators would
agree to the best of the House pro-
visions but declined to be specific.

‘“Without question, we’ll each.

move towards the other, and we'll
improve progressivity {in the tax
code] in the process,” Bentsen
said. -

Here are some of the major
areas of contention:

B Gas tax: The existing 9-cent-
a-gallon gas tax would not be
increased in the House bill, but the
Senate would raise it by 9% cents.
Legislators predicted a gas tax
hike would emerge from a House-
Senate conference, but a smaller
one than in the Senate bill.

B Inflation adjustment: The
House would not adjust for one
year income tax brackets and per-
sonal ' exemptions for inflation,
meaning virtually every taxpayer

- would pay higher taxes. The Sen-

ate has no such provision.

With the White House loudly
objecting to the House provision,
some lawmakers said it will proba-
bly be dropped. “It’s highly
unlikely the Congress will send to
the president that one-year
delay,” said Sen. Max Baucus,
D-Mont.

B Payroll tax: The House would
subject the first $100,000 in
income to the 1.45 percent Medi-
care payroll tax, while the Senate
would apply it to income up to
$89,000. The current cap is
$51,300. Legislators said negotia-
tors could agree on a middle fig-
ure. :

B Income taxes: The House bill
would raise the tax rate for
upper-income earners from 28 to
33 percent. Joint filers with
incomes above $200,000 would be

affected. The House would also
slap a 10 percent surtax on income
above $1 million and raise the
alternative minimum tax from 21
to 25 percent.

The Senate measure would not
change current income tax rates
but would limit the deductions
those with incomes over $100,000
could claim. For every $1,000 in
income above $100,000, a tax-

payer would lose $50 in deduc-
tions.

Finding a compromise between
the two approaches promises to be
the most difficult issue to resolve.

““The fundamental issues are
going to be what to do with the gas
tax and what to do with progres-
stvity — dealing with rates and
the surtax,” said House Budget
Committee  Chairman Leon
Panetta, D-Calif. “That’s where
the battle is going to be fought.”

The surtax on those with tax-
able incomes over $1 million could
survive — some Republicans said
it would be politically foolish to
oppose it. But many Republicans,
and Bush, are committed to fight-
ing a 33 percent tax rate for those
in the upper-income brackett.

_Se_n. Bob Packwood, R-Ore.,
said increasing the rate would only
Increase pressure to create loop-
holes and tax shelters in the tax
code and result in a more ineffi-
cient tax system. .

In action Thursday on the Sen-
ate budget bill, the Senate blocked



) .
| .

attempts to raise the tax rates on
upper-income taxpayers amid
warnings that such moves would
spur a veto.

‘ . One defeated amendment would

| have imposed higher taxes and
used the money to keep down
Medicare fees for the elderly.
Another would have used some of
the money to give tax breaks on
capital gains, the profits from the
sale of stocks, real estate and
other assets.

Senate Majority Leader George
Mitchell, D-Maine, and Republi-
can leader Bob Dole, R-Kansas,
repeatedly told colleagues that
major changes to the bill would
hamper deficit reduction efforts
for the year.

The deficit-cutting bill writes
into law the tax increases and
spending changes in Medicare and
other entitlement programs out-
lined in the budget plan passed by
Congress last week. :

Moving on a separate track in
Congress are the 13 annual appro-
priations bills that pay for ongoing
government operations, such as
Pentagon and Justice Department
spending. None have passed Con-

’ gress, though five await votes by
' both chambers.

Both the appropriations bills and
the deficit-cutting bill, called a rec-
onciliation bill, are necessary for
Congress to meet the target of
reducing government borrowing
by $500 billion over the next five
years.



Domestically, incompetence at the top

By CARL P. LEUBSDORF

ACH FALL, President Bush gets wistful
E for those sunny summer days at his seaside

home in Kennebunkport. Often, he
squeezes in one last visit.

This year, he was unable to make it. The rea-
son — the protracted budget battle — can’t help
but increase his longing for the place that he has
said is his favorite. .

For not only did his sojourn last August in
Kennebunkport enable the President to follow his
uniquely hectic method of recharging himself, it
enabled him to perform the aspect of the Presi-

dency that he likes best, operating U.S. foreign

policy without benefit .of either congressional or,
for the most part, staff intrusion.

Even before Bush’s candid concession last
week that he enjoyed foreign policy more than
domestic policy, that had been obvious to those of
us on the Presidential beat.

Zipping around off Kennebunkport

And it was clearly evident last August when,
for days, Bush zipped around the choppy waters

off the North Atlantic coastline, often accompan--

iedy only by National Security Adviser Brent
Scowcroft as he plotted strategy and weighed
options in the Persian Gulf crisis.
Tom Korologes, a veteran President-watcher
who worked in the Nixon White House and has
_ been a prominent Washington lobbyist since, has
a theory that most Presidents turn to foreign
travel about their third year when they get stale-
mated domestically.
Even Richard Nixon, who entered the White
Houise with more of a foreign-policy agenda than

- most Presidents, didn't make-his historic break--

through to China until his third year in office
(though one reason may have been that he was
preoccupied earlier with extricating the United
States from Vietnam).

Carl P: Leubsdorf is Washington-bureau chief
of The Dallas Morning News.

But those close to George Bush made it clear’

when he entered office that he planned to be
extremely active abroad. In any case, events left
little choice. :

The death of Japanese Emperor Hirohito
prompted him to take off to the Far East just a
month from taking office. And his emergence as
an international leader came when he proposed a
sweeping troop-reduction plan at a NATO sum-

“mit in May 1989.

Since entering office, Bush has devoted untold
time to developing relationships with foreign
leaders. That effort paid off when he decided to

organize a massive, coordinated international’

response to Iraq’s grab of Kuwait.

As Bush noted last week, he enjoyed trying to
“put the coalition together and keep it together
and work toward what I think is a proper end —
seeing that this aggression doesn’t succeed.”

“I can't say that I rejoice every time I go up
and talk to [House Ways and Means Chairman]
Danny Rostenkowski, my dear friend, about what
he’s going to do on taxes,” the President added.

Aside from the fact that Bush has been mainly
involved in foreign policy in the two decades

since he became ambassador to the United.

Nations in 1970, the underlying reasons are simi-
lar to those cited by other Presidents.

Though there is a congressional role in for-
eign policy, it's clearly less than on domestic mat-
ters. In the case of the Persian Guif, Bush only
moved to mobilize congressional backing when
domestic -criticism mounted--over his -lengthy
August vacation.

In foreign policy, a President can take and hold
the spotlight alone. Even when he shares it, it’s
usually with such international peers as Mikhail

Gorbachev or Margaret Thatcher.

And it’s easier to make things happen abroad
than at home. Bush found it far simpler to liberate
Panama than to pass a budget or a clean-air bill.

Besides, domestic  policy often deals with

.unpleasant subjects such as taxes, which are

bound to anger many voters.

But there are some downsides to the Presi-
dent’s fascination with international policy. One
is that being less interested in domestic issues,
he knows less about them and has to rely more on

- those around him.

In the current budget battle, Bush has relied
primarily on Budget Director Richard Darman
and White House Chief of Staff John Sununu.
Whilé everyone respects Darman’s encyclopedic
knowledge of these matters, neither rates high
on the diplomatic scale. And the way that Sunu-
nu's staff has failed to anticipate potential prob-
lems has renewed .doubts about his managerial
and political skills.

Pocketbook issues threaten re-election

Perhaps a greater problem is that the Ameri-
can people care more about taxes and the other
pocketbook issues than about whether the coali-
tion in the Gulf is sticking together.

- With a recession at hand and his-approval rat-
ings already poor on domestic policy, the econ-
omy could pose a greater threat to Bush’s 1992
re-election than the Gulf, assuming that the crisis
ends without a costly war,

A Republican with close ties to the Bush White
House noted a certain irony in the events of
recent weeks. :

“Everyone knew Bush as someone who could
competently manage the government,” he said.
“The question was how he could react in a crisis.
What we’ve seen, in the Persian Gulf crisis, is
that lie has reacted magnificently. But on the
issue of competence, of managing the Govern-
ment, he hasn’t done very well at all.”
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By WILLIAM J. EATON, TIMES STAFF WRITER

The White House sent word to
Capitol Hill that the President
would sign a stopgap resolution to
continue federal spending into next
week as long as.the lawmakers
were making satisfactory progress
in the final stage of the deficit
reduction talks. Congressional
leaders said a new continuing reso-
lution would assure government
operations at least through next
Wednesday. :

Senate action on'its budget legis-
lation would open what may be the
final stage of the 5-month-old
effort to reach an agreement be-
tween the Bush. Administration
and the Democrat-controlled Con-
gress on slashing the deficit.

Meantime, the. President re-
newed his warning that he would
not accept the House Democratic
bill because, he said, it would raise
income tax rates in ways that
would “sock it to the middle class
and working people of this coun-
try.”

Appearing before White House
interns, Bush defended himself
against Democratic arguments that

he is trying to protect the wealthi-
est Americans by resisting tax rate
boosts. .
“When tax rates get too high
.there is no incentive to save or
to invest,” the President said.
“When some members of Congress
- talk about ‘soaking the rich,’ they
really do mean raising taxes on
everybody.”

House Democrats, however, said
inclusion of the gas tax increase in
the Senate bill would mean far
higher tax hikes for middle-income
and lower-income Americans than
the .House-approved decision to
skip inflation indexing for income
taxes in 1991.

The focus shifted Thursday
night from the House and Senate,
howéver, to the uncertain pros-
pects for a Senate-House accord
that the President would sign,
thereby avoiding an impasse that
would lead to a shutdown of federal
services and furloughs for up to 1
million U.S. employees.

"Democratic and Republican
leaders of the Senate successfully
stiff-armed attempts to aiter the
measure approved by its -Finance
Committee during daylong debate
on the unprecedented election year
combination of bpendmg cuts and
tax increases.

he bipartisan Senate bill wouid
raise gasoline taxes by 9.5

cents a gallon, limit deductions for -

thoese making more than $100,000-a
Year and apply the 1.45% health
insurance payroll tax to the first
$89,000 of earnings each year in-
stead of the $51,300 ceiling now in
effect.

Federal Shutdown Averted as Senate

N ears Budget OK

WASHINGTON—A threatened weekend shutdown of the federal
government was averted Thursday as the Senate neared approval of a
$500-billion deficit-cutting package endorsed by President Bush and
moved toward negotiations with the House on a new compromise plan.

. ! 10 contrast, the House-approved

ill;would raise the top tax rate to
38%, impose a 10% surtax on
t4fable income of more than $1
million and raise almost everyone’s
takés by delaying by one year
mtlatxon adjustments of tax brack-
gfsand personal exemptions. It also
contains a reduction in capital
ghins tax rates, designed mainly for
people with incomes of less than
?}09000 a year. It would retain
‘ederal gasoline taxes at the cur-
Fofit 9 cents a gallon. Both bills
Wdtild raise taxes on beer, wine,
hard liquor and cigarettes and

‘ﬂbose a luxury tax on the most

Bkpensive cars, ‘yachts, private
planes, furs and jewelry.

++ Both also would make a wide
¥Hrety of spending reductions for
farm subsidies, veterans’ benefits,
federal lump-sum retirement pay-
ments and other government ser-
vices, while raising dozens of user
fees and penalties for violations of
federal laws.

2 The Senate rejected several at-
tempts to raise top-bracket income
tax- rates, soften the impaect of
Medicare cuts on the elderly and

Ertzet a 10% surtax on those earn-
itg $1 million or more a year.
rapajority Leader George J.
Mftchell (D-Me.), who said he
}lgreed with many of the proposals,

gued that their passage would
certainly lead to a Bush veto of the
législation and therefore should be
defeated to avoid a continued
deadiock between Congress and
thé White House.
“'Sen. Lloyd Bentsen (D-Tex.),
chan'man of the Finance Commit-
tee, said he personally favors an
increase in top tax rates but he
strongly opposed efforts to revise
the bill, approved by a 15-5 vote of
his. committee with bipartisan
backmg

: But Bentsen indicated that he
would seek during Senate-House
bargaining to reconcile the two
rigasures to place a greater burden
mthe wealthy than the Senate bill
provxdes

“Let us go to conference and
pick the best of each” of the Senate
and House bills, “and put together
a package that Democrats and
Republicans can get behind,”
Bentsen said. “That has to mean an
increase in progressivity as far as I
am concerned—it will be the objec-
tive.”

he Senate narrowly rejected,

51 to 49, an attempt to adopt
the House-passed ‘“‘millionaires’
surtax” and use the revenue to
eliminate a proposed increase in
the deductible for doctor bills paid
by Medicare beneficiaries. Under
the rules for consideration of the
budget act, however, it would have
required 60 votes to pass the
amendment introduced by Sen..
Tom Harkin (D-Iowa).

Another plan to raise the top
income tax rate to 33%, cut the
proposed gas tax increase to 6 cents
a gallon and soften the bill’s impact
on Medicare patients was rejected,
55to 45.

Sen. David L. Boren (D-Okla.)
tried but failed to include a trade-
off between lower capital gains
rates for long-held assets and a
33% top rate. He lost, 57 to 42.

On each of the so-called “deal
busters,” Mitchell, Minority Leader
Bob Dole (R-Kan.) and their lieu-
tenants combined forces to block
major changes in the committee
package.

“We’ve got to get this job done,”
Mitchell thundered at one point.
“Do we want to make a statement
or do we want to make a law?”

The senators, who each had a
foot-high copy of the 1,064-page
budget reconciliation bill on their
desks, began the debate in mid-
morning and continued late into
the evening on what for them was
an extremely fast track.

Overall, the Senate bill would
cut the deficit by $28.4 billion in
this fiscal year and by $252.5 billion
over the next five years. Additional
cuts in appropriations, mainly for
defense, would trim red-ink
spending by another $12 billion in
the next year and by $180 billion
between now and 1995. Savings in .
interest payments on the debt
would make up the balance of the
$500-billion package.

eanwhile, Rep. Jamie L.

Whitten (D-Miss.), chairman
of the House Appropriations Com-
mittee, introduced at the request of
Democratic leaders another reso-
lution to continue spending from
Friday midnight through Wednes-
day to prevent a shutdown of the
government. The measure passed
on a vote of 379 to 37 and was sent
to the Senate, where approval was
expected today.

“The leadership has been ad-
vised that the President will agree
to such an extension,” Whitten
announced.

Without the continuing resolu-
tion, massive spending cuts of $85.3
billion would be imposed, Whitten

‘said, amounting to a one-third
_ reduction that he said would be

catastrophic.

- Staff writer David Lauter contribut
ed to this story.




Budget bill
on verge of
Senate OK

Bush may delay
second shutdown

By Peter Osterlund
Washington Bureau of The Sun

WASHINGTON — Republicans
and Democrats in the Senate pre-
pared to adopt a sweeping deficit-re-
duction bili last night as the White
House said it might rescind a threat-
ened shutdown of the federal govern-
ment at midnight tonight.

The Senate bill, which would

raise a variety of taxes and cut Medi-
care and agriculture programs, is the
keystone of a plan to cut the deficit
by $500 billion over five years. It

must, however, be melded with a -

sharply different version adopted
Tuesday by the House before it can
be sent to the White House for Presi-
dent Bush's signature.

Today, lawmakers from both
chambers are expected to begin
crafting a compromise bill.

The president has said that he
would veto the House's legislation,
which would shift the bulk of the
cost of deficit reduction onto the bet-
ter-off, and that he would sign the
Senate’s bill, which would spread
the burden of cutting the deficit more
evenly between the middle and up-

per classes.

Congressional leaders expressed
hope that they would be able to
strike a compromise between the
two versions by midnight tonight, at
which point stopgap legislation pro-
viding the government with operat-
ing funds is to expire.

White House officials said yester-
day, however, that Mr. Bush would
be willing to sign new legislation to
keep the government operating
through Wednesday, if lawmakers
were making headway today.

“Closing down the government is
something you do only as a last re-
sort,” said White House spokesman
Marlin Fitzwater. “The point is, we
want a budget agreement, and we
want to put a little pressure on them
to get the job done.”

The Senate’s impending action
yesterday came as little surprise,
since, during two days of floor con-
sideration, the bill had survived re-
peated efforts by rank-and-file law-
makers to change it.

A Republican effort to strip the
legislation of its 9.5-cent-per-galion
increase in the federal gas tax failed
Thursday, as did a Democratic at-
tempt to redraw the bill along the
lines of the House plan.

Yesterday, the package survived
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another attempted overhaul when
lawmakers voted 55-45 to defeat an
effort by Sens. Albert Gore Jr., D-
Tenn., and Barbara A. Mikulski, D-
Md,, to increase taxes on the well-off
and lessen the plan’s proposed Medi-
care premium increase.

The Gore-Mikulski .proposal
would have reduced the Senate
package’s proposed gasoline tax in-
crease to 6 cents a gallon. It would
have increased the tax paid by the

hest income earners from 28 per-
cent to 33 percent and would have
imposed a 10 percent surtax on tax-
able incomes over $1 million, both
terms in the House bill.

At the same time, it would have
increased the alternative minimum
tax — constructed to ensure that
well-off investors with many deduc-
tions pay some amount of federal tax’
—from 21 percent to 25 percent:

“We've heard a lot about fair-
ness,” said Senator Mikulski, “Fajr4
ness means we give the Ameri
people a budget that makes sense
and not one that makes the middle
poorer and the rich richer. ' :

“Let’s go and -get it from those
who've got it,” she satd. y b

Democratic leaders pralsed the
intent behind the amendment buf
contended that it would have trans:
formed the package into a bill that
the president would veto, Lo

“What we have tried to do ig put
together a package the president wﬂi
sign,” said Sen. Lloyd Bentsen, D+
Texas, Finance Committee chair{
man. " ' v
“There is substantial divergence
with what came out of the House. . . ;
We will end up with something that
is in between.” .

The package before the Senate
would raise $250 billion through tax
increases and reductions in Medi-
care and other benefits — about half
of the $500 billion in deficit reduc-
tion promiised' during the next five
years. The rest of the savings would
come mostly through reductions in
defense spending from previously
contemplated levels and reduced in-
terest payments on the national
debt. . ‘

House Democrats were scheduled
to meet this morning_ io consider
their negotiating strategy with the
Senate. Democratic leaders, still
smarting from the rejection of the
budget summit agreement at the
hands of both Democrats and Re-
publicans in the House, were wary of
speculating about what could or
could not be dropped from their bill
in the name of compromise.

“I would hesitate to say anything
is a must item,” said House Majority
Leader Richard A. Gephardt, D-Mo.
“What is important to us is the over-
all fatrness of the package.

“I said from the beginning this is
going to be hard to do. 1 was right
then, and I'm sure I'm right now.”

Karen Hosler of The Sun's
Washington Bureau contributed to
this article.



Budget Endgame

Political posturing by combatants in the budget
battle has been all the rage — and outrageous —
since election-minded members of Congress
gunned down the deficit reduction package negoti-
ated by their own leaders and the Bush adminis-
tration. Now the whole mess is being dumped on a
Senate-House conference committee, which will
try again to put together a deal that can pass
fuster at both ends of Pennsylvania Avenue.
~ Democrats and Republicans alike have been so
intent on pledging their allegiance to the great
American middle class, where the votes are, that
the unwary might overlook the fact that this is
Wwhere the bucks are, too. Seizing an opening pro-
vided by a right-wing GOP mutiny against George
Bush in the House, Democrats have had a high old
time trotting out slogans like “Soak the Rich.”

‘Populism can be good politics, as the New Deal
well proved, especially when fat-cat eras give way
to tough times. But whether populism is the proper
économic formula for a nation drowning in debt is
a matter that should concern responsible budget
conferees when they get behind closed doors.

What momentarily doomed the summit formula
was the painful medicine it prescribed for a society
that had been told to “be happy, don’t worry” as
foreign investors financed runaway U.S. deficits.
Lawmakers intent on re-election dispensed sooth-
ing syrup. Anti-tax Republicans and welfare-state

Democrats attacked the formula from opposite
ends, with Democrats for the most part scoring
points against a vacillating Republican president.
As conferees go to work, however, something
very close to the summit formula is likely to ap-
pear under appropriate bipartisan political cover.
This newspaper sees little advantage in altering
1986 tax reforms which attempted to treat all
income alike, whether from earnings, dividends,
interest or sale of assets. A reiteration of the sum-
mit decision not to change income tax rates or give

. preferential treatment to capital gains would be

welcome. If there is a compromise, it should be
modest — an increase in the top rate to perhaps
31% percent and preferential treatment only for
gains on long-held assets.

Assuming the aim is to create an impression of
“fairness” after a decade of upward redistribution
of wealth, a surtax on high incomes or limitations
on deductions or an increase in the alternative
minimum tax would be a better approach.

If this long, demeaning budget struggle is to
produce any long-term benefit, it may come on the
spending side. Even populist lawmakers seem
poised to approve a budget enforcement mecha-
nism — the so-called “categorical sequester” —
that will mandate automatic cuts in specific areas
of government activity whenever specific budget
ceilings are punctured. It's about time.



relents on
shutdo

By Jerome |daszak
Washington Bureau / Chicago Sun-Times

|

| WASHINGTON—The White House

‘ Thursday backed off its threat to shut
.down the government at midnight tonight

| and gave Congress five more days to make a

.

budget deal.
White House spokesman Marlin Fitz-
water said President Bush would sign a
. stopgap funding bill that Congress is ex-
. pected to pass today. There has been suffi-
cient progress in budget negotiations to
justify the extension, Fitzwater said.
Bush’s decision was announced as the
Senate rejected efforts to slap. more taxes
on the wealthy and prepared to pass its
own version of a hill that would raise taxes

by about $170 billion. It would be part of a
five-vear plan to cut the federal budget
deficit. '

“We're trying to take care of a decade of
indulgence, a decade when we wrote $150
billion in hot checks year after year. Now
those hot checks are coming due,” said
Senate Finance Committee Chairman Lloyd
Bentsen (D-Texas).

Several issues were to be left to a final
showdown in closed-door negotiations with
the House: whether to raise rates on high-
income families, whether to increase taxes
on gasoline, whether to lower the tax rate

on capital gains and how much to increase
Medicare premiums.

‘Resolving differences between the Senate
and the House usually takes weeks. .

But this year is unusual. The federal
government was shut down two weeks ago
for a few days and Bush had vowed: another
shutdown of non-vital services if there were
no progress toward a budget deal.

The White House renewed a veto threat
from Bush of any bill that would set a 33
percent tax rate on the highest-income
families. Those earning more than $200,000
a year now pay 28 percent.

Some Senate Democrats tried to force
Bush to agree to higher rates or shut dowr
the government by proposing an increase in
the top rate to 33 percent and a surcharge
of 10 percent on millionaires.

“Do we want to ask senior citizens in the
hospital to pay more so the wealthiest in
our society can pay less?" asked Sen. Albert
Gore Jr. (D-Tenn.).

But Democratic leaders joined with Re-
publicans to defeat that plan with a 55-45
. vote. : )

“It's a painful choice for many of us to
make. Hopefully, more equity can be put
. into the package in conference,” said Sen-
: ate Budget Committee Chairman James R.
Sasser (D-Tenn.)

\
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bipartisan
budget bill
By Terry Atlas

Chicago Tribune

WASHINGTON—After turn-
ing down tax-the-rich proposals
favored by many Democrats and
opposed by President Bush, the
Senate early Friday narrowl
passed its massive bipartisan def-
icit-reduction package of higher
taxes and spending cuts.

With less than 24 hours to
avert another government shuit-
down, the Senate voted 54 to 46
in favor of the five-year, $500
billion deficit-reduction plan.

Illinois’ two Democratic sena-
tors split on the issue, with Alan
Dixon supporting:.the -bill and
Paul Simon voting against it.

" 'Senate passage of the budget-
bill followed adoption-of a 3

.tisan' leadership amendment in-

tended to enforce budget disci-.
pline over the next five years
through federal spending caps

. and . other strict provisions.” =

Bush had sought to keep -the
pressure on Congress. by publicly -
threatening to let the government
run out of money, as happened
twoweeksago, . %

But late Thursday, Whité
House spokesman Marlin
Fitzwater said Bush would sign
an emergency bill to keep the
wmnt. oing tfhrough next

y it “satisfactory -
ress” on the budget was ma‘grog

The House voted 379-37

“Thursday to keep the govern-

ment operating through Wednes-
day night. The Senate has not
voted on that yet, but is expected
to do so Friday.

A House-Senate conference
committee must reconcile the

Senate version of the budget bill
with the House version, a Demo-
cratic plan that has drawn the
threat of a Bush veto because
it would sharply raise income tax
rates for the wealthiest
Americans,

_The conference committee is un-
likely to finish by midnight Friday,
when the current government
spending authority expires. Bar-
gaining over a final budget bill
may take all weekend or longer.

It will not be easy to settle the
differences in the time period we
have left,” said Sen. Lloyd Bentsen
(D-Texas). '

‘Under both plans, families in
most income groups would pay
;nore in various }dnds of federal
axes.

Democrats have seized on the:

issue of tax fairness to paint Bush
and his fellow Republicans as de-
fenders of the rich at the expense
of middle-class and lower-income
Americans.

On Thursday, Bush c¢ountered
that the House bill is a Democrat-
ic first step toward higher income
taxes for everyone.

‘““Once they start changing
anybody’s income tax rates, they
cannot resist changing everyone’s
tax rates,” the president said.

The House bill, approved Tues-
day night by a 227-203 vote split
largely along party lines, would
raise the income tax rate on the
richest Americans to 33 percent
from 28 percent and impose a 10
percent tax surcharge on those

" earning more than $1 million a

year.

The House plan, written by Rep.
Dan Rostenkowski (D-IIL), chair-
man of the Ways and Means
Committee, would raise taxes for
upper-income Americans more
than for others.

“I prefer the Senate version of
the budget because it keeps the 28
percent rate and it doesn’t raise
the income tax on any middle-

+ class or low-income Americans,”

Bush said. “Not because I want to
help the rich, but because I want
to help everyone.”

The Senate version limits tax de-
ductions for upper-income people
but would not raise the top tax
rate. It also includes a 9.5-cent-a-
rallon increase in the federal gaso-

ne tax, which the House version
does not. And, like the House ver-
sion, the Senate measure includes
higher taxes on alcohol, tobacco
products and luxury items such as
Jewelry, recreational boats and pri-
vate aircraft.

Bentsen, chairman of the Senate
Finance Committee, said he was

- sympathetic to the mood among’

many Democratic colleagues to in-
crease the income tax rate on the
wealthiest families. But he said the

consequence of doing that would
be a presidential veto and anothr
deadlock. a

“What we have tried to do 4s
put together a package that the
president will sign,” Bentsen said.

That sentiment, accompanied By
some strong appeals by Democrat-
ic and Republican leaders, blocked
a number of proposed changes in
the leadefship-drafted legislation. :

On a vote of 55-45, the Senate
rejected an amendment by Demg-
crats Albert Gore of Tennessee
and Barbara Mikulski of Marylardd
that would raise the tax rate paid
by the wealthiest families, redude
the proposed gasoline tax increase
to 6 cents a gallon and leave
unchanged the current out-of-

pocket costs for Medicare. N

Gore said he hoped that ia
strong vote for his amendment
would send a signal to the confer-
ence committee to include a high-
er income tax rate for the wealthy
in the final legislation despiie
Bush’s veto threat. 2

“President Bush is capable &f
‘changing his mind about the kint
of outcome he will deem accepta-
ble,” Gore said. il
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* by Sens. Sam Nunn (D-Ga.) and

" taxes on the wealthy to cut capi-
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Congress nears
budget agreement

Senate rejects Nunn’s plan to hike taxes on rich

midnight crunch

By Mike Christensen
Journal-Constitution Washington Bureau

WASHINGTON — House and
Senate negotiators were expect- -
ed to begin meeting today on the
final five-year package of spend-
ing cuts and tax increases Con-
gress will send to President
Bush.

The Senate was attempting to .
complete actien on its deficit-re-
duction package by early today,

after rejecting a series of amend-
ments during a day and a half of
debate.

One of them was a proposal

David Boren (D-Okla.) to raise

tal gains taxes and allow a new
kind of individual retirement
account, c
- The Senate bill doubles the
gasoline tax, from 9 to 18 cents a
gallon, limits income tax deduc-
tions for those earning more than

-$100,000 a year, imposes a 10

percent tax on portions of some
luxury items, raises taxes on cig-
arettes and alcohol and extends
the 1.45 percent Medicare pay-
roll tax to cover upper-middle-
class incomes.

A combination of modest pre-
mium increases and benefit cuts
would reduce Medicare spend-
ing $48.9 billion over five years
under the Senate plan.

Congressional leaders hoped
to iron out differences between
the Senate and House versions of
the “reconciliation” bill before
tonight, when' an emergency
spending measure expires and
the government again runs out of
money.

The House on Thursday eve-
ning passed a new ‘‘continuing
resolution” that would keep the
government running until mid-
night Wednesday.

Mr. Bush has threatened to
veto any extension of temporary
spending, saying he wanted to
impose “some discipline” on
lawmakers, but White House of-
ficials now say he would give
Congr.ess more time if an agree-
ment is near.

~ Resentful Democratic lead-
ers have pointed out that Con-
gress has been working night and
day to reach a compromise on
the budget package, which along
with defense cuts and interest
savings is designed to reduce the
deficit $40 billion this year and
$500 billion over five years.

Although preliminary con-
versations between key House
and Senate leaders already have
begun, formal talks were not ex-
pected to start until this
morning.

Negotiators from the House

will be looking for a “progres- '
sive” tax package, one that leans f
more heavily on the wealthy.

Democrats there have passed a
plan that boosted the rate in the
top income tax bracket to 33 per-
cent, imposes a luxury tax ‘and a
10 percent surtax on incomes
above $1 million a year, while
granting a- $100,000 lifetime cap-
ital gains exclusion.

The House package would de-
lay income tax inflation indexing
for one year, and cut $43.1 billion
for the Medxcare program over
five years.

The indexing proposal, which
would hit middle-class taxpayers
hardest, is considered politically
vulnerable. In addition, Mr.
Bush has strongly opposed the 5
percent income tax increase the
House would levy on h1gh-m-
come taxpayers.

The president has changed
his mind several times on a more
modest increase in the top tax
rates — to 31 percent or 32 per-
cent. All three proposals would
eliminate the current tax ‘“bub-
ble,” a range of upper-middle in-
come, below the top bracket,
with a 5 percent surcharge.

Based on floor action
Wednesday and Thursdzay, the
Senate package seems most vul-
nerable on its gascline tax. Oppo-
nents say the tax pecnalizes mid-
dle-class workers and ihose liv-
ing in the large Wesicrii states.
where distances for routine trav-

el are often greater.

An amendment to strip the
gas tax from the Senate package |
was defeated by a parllamentary_,
maneuver Wednesday night, but
sentiment against the tax runs |
deep. |

Mr. Nunn also is convinced !
there is strong sentiment for his
plan linking a high-income tax :

increase to a capital gains tax cut

and “super IRA.”

But “we got caught in the
squeeze,” Mr. Nunn said after
the Senate defeated his measure
57-43. Liberal Democrats, he
said, would not consider a capital
gains cut, and conservative Re-
publicans dug in against the tax
increase.

A capital gains tax cut could
emerge from the ‘House-Senate

conference, Mr. Nunn said, but 5-
only “if the president will take :

the lead. Without the president, it
won’t happen.”

When it was clear their
amendment would not pass the

parliamentary hiirdles Senate .

leaders had built to protect their
plan, Mr. Nunn and Mr. Boren
phrased their proposal as in-
structions to Senate conferees on
the bill. .

“We must do sometfimg to re-
store and rebuild the economic
strength of this country,” Mr.
Nunn said. His would allow peo-

-ple a $750,000 lifetime exclusion

from capital gains taxes and
would permit them to invest in
IRAs they could use to buy a first
home, pay for college or a major
illness.

The middle class, Mr. Nunn
said, has been “forgotten. ... It’s
time that we did something for
them.”
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'Budge't battle reveals thé
- glory ot U.S. democracy

WASHINGTON — These are
glory days for American democ-
racy. Congress is in an uproar,
the wavering White House is ac-
quiring a new sense of direction,
and the American voter may
soon be treated to a real
campaign.

The Democrats are acting
like old-fashioned Democrats.
“Soak the rich” — a phrase born
in 1934 to blast Franklin D. Roo-

sevelt’s embrace of Huey Long -

populism — is the new battle cry
of suddenly unabashed liberals.

Having suckered President
Bush into abandoning his no-tax
firewall, Democrats have shifted
the focus of the budget debate
away from spending and onto the
source of more taxes.

They call this “the fairness is-
sue.” A central tenet of liberal-
ism is government’s guarantee
that everyone, working or not,
needy or not, is entitled to what
politicians decide is a fair share
of what the nation produces.

Republicans  traditionally
grumble that this classic,

straightforward demagoguery
encourages “class warfare,”
turning rich against poor. They
get defensive when charged with
standing for vested property in-
terests by opponents who claim
to belong to “the party of the
people.”

" But these self-conscious con-
servatives miss the point of poli-
tics in an age of affluence. The
fairness issue has been turned on
its head. Most people think of
themselves as closer to being
rich than to being poor, and con-
sider it unfair to carry all those
unproductive others on their
backs..

When these more-rich-than-

poor Americans utter such senti- -

ments, old-fashioned liberals de-
ride them not only for being self-
ish but racist to boot. This swells
the ranks of conservatives, be-
cause most voters are not so mo-
tivated and resent politicians
who make them feel guilty.
Therefore, Republicans
should not fear class warfare; the
almost-rich far outnumber the

almost-poor, and most of the peo-
ple in the middle tend to identify
with the almost-rich, whom they
want to become.

Moreover, most people now
know that the target of taxers has
to be the middle-class pocket;
squeezing the richies may be

egalitarian fun but is not where

the big money is.

What happens if you surtax
millionaire incomes by 10 per-
cent and add a 10 percernt tax on

furs, boats and jewelry, as the .

House liberals suggested? The

budget deficit might be reduced’

by 2 percent, not counting the

from people prevented from sell-
ing luxury items.

The hidden tax increase in
that liberal budget proposal is to
reinstate “tax bracket creep” —
using inflation to automatically
increase tax rates.-

That'’s $36 billion out of mid-
dle-class pockets for one year’s
creep; prevent indexing for five

~ years, as would surely follow,
-and you achieve the liberal

dream of “fairness” — redistrib-
uting income on a grand scale.

The Republican president,
chastened by a whopping drop in
support after waffling on the cen-
tral promise of his campaign,
says he would veto that bill. That
fat and easy target will never
reach his desk; Senate Demo-

" crats are taking a slightly more

sober route of taxing booze and
gas.

But whatever budget the
Democratic Congress passes, its
philosophical approach to the
deficit will be new taxes in this

“in” year and pious promises of.

‘reduced rates of spending in the
“out” years.

losses to the Treasury of taxes = leferendum on

-

This liberal approach will
pass over the objections of most
of the Republican minority in
Congress. Such dissent is

~ healthy.

The only way the minority
will become a majority is to draw
an issue of principle. Within the
administration, Mr. Bush’s Sto-
lypin, Jack F. Kemp, soldiers on
in loyal silence, but in Congress,
the Republican minority must
hold the Bob Packwood line on
tax rates and align itself with the
majority opinion in the nation.

Where will it all end? Isn’t
compromise the name of the
game?

The game’s name is political
purpose. Compromise should be
struck after the will of the people
has been expressed. Let Mr.
Bush veto the taxation budget, let
the Republicans uphold the veto,
and let us use this election as a
taxing vs.
spending. o

Mr. Safire writes for The New
York Times.



~House OKs

stopga
measure

Senate action is

delayed by debate

By Robert Dodge
and Susan Feeney
Washington Bureau of The Dallas Morning News
WASHINGTON — The House hastily passed a stop- ;-
fnn(hn -mreasure 1o keep the government afloat
ursday wﬁile theSenate-iniched closer to dpproving -
its $500 billion deficit-reduction package. - -

Senate debate droned on after midnight as Demo-

cratic and Repubhcan leaders fought off about a
dozen attempts to alter the bipartisan package. A se-
ries of efforts to raise the taxes of the wealthy or in-
clude a cut in the. capital gains tax wore on the pa-
tience of testy Senate leaders.

“Do we want to make a statement, or do we want to
make a law?” asked a frustrated Majonty Leader
George Mitchell, D-Maine.

Such proposals came a day after Mr. Mitchell and
Senate Minority Leader Bob Dole, R-Kan., used a series
of parliamentary maneuvers to thwart an attempt to
ditch the package s controversial gasoline tax in-
crease.

The House quickly approved the funding measure,
379-37, after leaders learned that President Bush
would approve it. The White House reversed its ear-
lier position not to extend funding because lawmak-
ers appeared to be making progress on the budget. But

despite such incre-
mental movement, some of the most
difficult issues remain to be resolved
when a joint House-Senate commit-
tee begins work on differences in
the two tax-and-spending packages.
“BEvery step of it is hard to do,”
said House Majority Leader Dick
“Gephardt, D-Mo. “The next step will
be hard to do because we don't agree

over fundamental differences. We
both believe doing something is very
important to the country.”

The Senate version, which the
Bush administration supports, would
raise $142.1 billion in taxes. A princi-
pal -feature is a controversial 9%-
cent-a-gallon increase in the federal
gasolme tax that would raise $42.6
billion over five years.

The ‘package also contains in-
creases in excise taxes for beer,
wine, liquor and cigarettes. In addi-
tion, it would hit high-income earn-
ers with a 10 percent luxury tax on

~jewelry, furs, expensive cars, boats
an'ii*alrcraft as well as limit itemized
~iefluctions. to 5 percent on income
;ﬁme $100,000.

m~<7Senate aides said negotiators
qzotnd begin work Friday. They said
Jhuse and Senate aides have been
"‘etearmg the underbrush” to help
“¥esalve as many issues as possible
ahead of time.
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~.-Changes worked out by House-
Senate negotiators must be ratified
+ by both chambers before the final
budget is sent to the president.

Many of the unsettled tax issues
-are expected to test the divergent
philosphies of Democrats and Repub-
licans in both houses. Moreover, it is
likely to bring a showdown with Mr.
Bush, who holds the ultimate negoti-
ating weapon — a presidential veto.

“Do they want a bill or a confron-
tation with the president?” Sen. Phil
Gramm, R-Texas, asked rhetorically.
“They can't be splitting the differ-
ence. They're two totally different
philosophies.”

_ At the heart of the debate on
taxes is who will pay the most.

* Most Democrats, including those
in-the Senate, favor the House ver-
sion because it places a great deal of
the burden on high-income Ameri-
cans and does not contain a gasoline
tax. It raises the 28 percent tax rate
paid by the wealthy to the 33 percent
rate that is paid by the middle class,
and includes a 10 percent surtax on
income over $1 million.

--But Republicans such as Mr.

_ Gramm and Rep. Bill Archer of Hous-

ton, the ranking Republican on the

. tax-writing House Ways and Means
on how to do this. We're papering | C9
. wander too far from the Senate ver-
* §fon, the measure will draw a veto by

Cbmmittee, said that if negotiators

Y. Bush.
“I don't see much negotiating
room beyond the Senate bill,” said

Mr.Gramm.

.. An administration aide added, “I
don’t know how you cut the baby in
Mf ”

-~ The president, speaking to White
l'mese interns, reinforced his prefer-

ince for the Senate version, saymg
:thht once lawmakers raise the taxes

_of*the wealthy, “they cannot resist

plia'hging everyone's tax rates.”
:347Tt keeps the 28 percent rate,” Mr.
»I}ush said of the Senate proposal,
"‘and it does not raise the income tax
’qf any middle-class or lower-income
sAmericans — not because I want to
*help the rich but because 1 want to
Help everyone.”

Mr. Archer is worried that Demo-
cratic House leaders face a difficult
task in retaining the votes of their
liberal rank and file while construct-
ing a final package that pleases Mr.
Bush.

"Liberal Democrats, whose votes
are needed for final passage, prefer
the House version and do not want to
seeit changed.

“There is a real possibility they
will not get enough votes to pass it
.on the floor,” Mr. Archer said. “And

.if they have the votes, the president
‘might veto it.”

That view was shared by Mr.
Gephardt, who doubted that Demo-
cratic leaders can deliver the votes
of the overwhelming Democratic ma-
jority that ensured approval of the
House measure on Tuesday.

It was unclear whether the Senate
also would vote Thursday night on
the measure to extend government
funding through Wednesday. With-
out the stopgap initiative, an exist-
ing temporary funding measure
would lapse at midnight Friday and
the government would be shut down.

Rep. Jamie Whitten, D-Miss,
chairman of the House Appropria-
tions Committee, began preparing
the emergency measure for House
consideration after leaders received
word that the president would sign it
if enough progress was made on the

- budget.



 BUDGET PLANS COMPARED

Plans are latest versions Senate Finance  House Demo-
Committee plan  cratic plan

- Excise taxes
Petroleum tax increase
0% luxury 1>

Alcohol tax increase

Liquor, 24¢/fift quor,
Beer, 16¢/6-pack Beer, 16¢/6-pack
Wine, 18¢/bottle  Wine, 22¢/bottle

income subjectto tax ~ $89,000 $100,000

*Plus $100,000 lifetime limit on exclusion from the tax, plus another $1,000/yr.
exclusion

**Current Medicare premiums of $28.60 are due to reach $35.40 by 1995

The Dallas Morning News/AP



By ELI TEIBER
Post Correspondent

WASHINGTON — The
federal government runs

out of money at midnight -
tonight as Congress strug- . .

glts to come up with a
budget — but it's unclear
whether Washington's
wheels will actually grind
to a halt. .

President Bush has ap-
parently flip-flopped on his
vow to shut down the gov-
ernment without a spend-
ing plan.

Marlin Fitewater
Bush is now willing to sign
a “short-term agreement
covering two or - three

-days” to allow Congress to ..
finish work :if there :is =

“gatisfactory progress” by
midnight.

“We believe that the con-
ference committee . . . can
do.its business [by tonight]

FRIDAY, OCTOBER 19, 1990 '

.cit-reduction plan.

Toll-free hotline for tourists

. WASHINGTON (AP) — Help for tourists will be
just. a toll-free phone call away if President Bush
again shuts down parts of the federal government if
Congress and the White House fail to agree on a defi-

‘The. National Tour Association said yesterday
travelers may call far information on which tourists
sites — including the Statue of Liberty, Washington
museums and national parks — are affected.

The phone number is 1-800-755-TOUR.

and we can get a budget,”

, .- Fitzwater said as the Sen-
. White House spokesman - -
said

ate tried for a second day

to approve a budget pro-.
- posal favored by Bush.

“On that basis, the presi-
dent agreed to sign a con-
tinuing resolution if satis-
factory progress has been

- made in conference with
- . significant savings- com-

parable to the amount for
the first year, or $40 bil-
lion,” Fitzwater said.

But Bush as recently as
Monday said he would not
sign another stopgap bill
like the one he approved
two weeks ago after a
three-day government
shutdown during the Co-
lumbus Day weekend.

Earlier, Bush lashed out
at congressional Demo-
crats who accused him of
favoring the wealthy, and
the president scoffed at
provisions in the Demo-

Congress faces budget gridlock at midnight

cratic House bill that
would alter the tax-index-
ing program used to adjust
income-tax rates for infla-
tion. :
“I'm not going to let th
politicians who speak' so
passionately about ‘soak-

“ing the rich’ get away with

killing the indexing, the,
very indexing which pre-
serves incentives and pro-- -
tects the family budget,”
Bush said. -

“So I will hold everyone’s
feet to the fire and make!
them up there, to the best
of my ability, do the right
thing,” the president said.

“I'm going to fight the
taxers and the spenders.
because it is right.

-“The opposition is trying

to say [I'm]) favoring the
rich and I'm saying I'm
favoring jobs, incentive, in-
vestment,” the president
added.
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The Washington Times

Bush says he’ll sign
stopgap spending bill

By Major Garrett and Paul Bedard

THE WASHINGTON TIMES

Congress and the White House ap-
peared willing to dodge another gov-
ernment shutdown this weekend as

_work neared completion yesterday

on a five-year $500 billion budget
deal. ©

President Bush said he would sign
an emergency spending bill passed

~ yesterday by the House and destined

for passage in the Senate late last
night or early today. The stopgap bill

-— known as a continuing resolution

— extends government funding and
raises the debt ceiling until mid-
night Wednesday. -

“We have let the leadership know

that we would be willing to consider -
signing a continuing resolution Fri- -
day night if satisfactory progress is .
made on the budget,” White House !

Press ‘Secretary -Marlin Fitzwater
told reporters huddled outside his
office.

For weary lawmakers, it was a
welcome act of compromise. Law-
makers feared Mr. Bush would veto
the funding bill, forcing them to
complete work on the voluminous
budget bill by midnight tonight — a
near impossiblity.

The House passed its Democratic
plan 379-37.

Meanwhile, the Senate rejected
more than a dozen amendments to a
bipartisan budget bill, which ap-
peared headed for passage late last
night or early today. Except for mi-
nor adjustments, the Senate bill
probablv will emerge unscathed.

That would be a victory for the
Senate leadership and possibly the
White House. Mr. Bush prefers the
Senate version to the competing
House bill. A conference committee
was to convene today to resolve pro-
found differences in tax policy.

Lawmakers were expected to hag-
gle over proposed taxes on gasoline,
higher income tax rates on wealthy
and middle-income Americans and

.some potentially painful increases

in Medicare premiums.
Congressional sources said the
proposed 9Y»-cent-per-gallon gas-
oline tax in the Senate version would
be reduced or eliminated. In its
place, lawmakers might include a

' Hou_se-passed surtax of 10 percent

on income above $1 million.

Less clear was the fate of the
House bill’s two so-called “silver bul-
let” provisions, key elements in rais-
ing $149 billion in new taxes over
five years. ’

One raises the top income tax rate
to 33 percent on the wealthiest tax-
payers, which would raise $50 billion

over five years. The other delays the .

indexing for one year, raising $36 bil-
lion over five years from mostly
middle-income taxpayers.

The Senate bill relies on the gas-
oline tax, a limit on deductions for
individuals and families earning
more than $100,000 annually and ex-
tending current telephone taxes.
The gasoline taxes raise $42.6 bil-
lion, the deduction limits $29.5 bil-
lion and the telephone taxes $13.1
billion.

Mr. Fitzwater said the White
House would accept only a package
that resembles the Senate plan,
which conforms to the “budget sum-
mit” agreement rejected by the
House on Oct. 5.

The continuing resolution did not
include a White House request for
limited across-the-board spending
cuts totaling $40 billion for the fiscal
year. The Office of Management and
Budget retracted the request after
learning that imposing the cuts from
Friday to Wednesday would cost
more than it would save.

At campaign appearances earlier
this week, Mr. Bush said he would
not sign a continuing resolution un-
der any conditions.

“Enough is enough,” Mr. Bush said
in Des Moines, Iowa, on Tuesday.
“This Friday the Congress must face
the budget deadline once again, but

this time, let them face up to their

- responsibility as well.”

In a rare move yesterday, Mr.

Bush allowed television cameras to
record a session with White House
interns where he gave a lecture on
the ills of the House budget deal. He
criticized the higher income tax
rates and a move to postpone index-
ing, which adjusts tax brackets with
annual inflation rates.

He said delaying indexing would
impose a S percent to 6 percent tax
increase on middle-income earners.

“Elimination of indexing does not
affect the rich because they are al-
ready in the top bracket,” he said.

“Indexing is a protective shield
for the middle class. And tell your
parents and families that I am not
going to permit this shield, this pro-

. tective shield for working Amer-

{ icans, to be pierced, to be broken.”

Mr. Bush also spelled out Repub-

| lican fears that once income tax

" rates are changed, further increases
coulid follow. .

The president said he would con-
tinue to take his message bashing
Democrats on the tax issue to “the
people” in campaign appearances
over the next 20 days leading up to
Election Day, Nov. 6.

The appearance was seen as an ,
attempt to counteract the largely :

successful Democratic message
that Mr. Bush’s position on taxes
generally favors the wealthy. )

“I'm saying I'm favoring jobs, in-
centive, investment and [I am]
through battling against what the
House has done on indexing, pro-
tecting the working men ‘anq women
of the country” Mr. Bush said.

The White House, meanwhile,
was the site of a small anti-tax pro-

. test, a scene that will be repeated

. outside the Pennsylvania Avenue

gate again today.

“T'm telling the Congress to come
get this;” said Tony Dominguez, wav-
ing a $100 bill. The president of the
Prince William Young Republicans
added, “It’s what I'd pay under the
budget plan.”



Big budget bill’s
fine print still not
ready for reading

By Major Garrett

THE WASHINGTON TIMES

It’s been three days since the
House passed the massive budget
bill with $149 billlion in new taxes.

Ordinarily, the fine print of this
landmark legislation would already
be available to members of Con-
gress, the press and the public.

But it's not.

It's not in the Congressional Rec-
ord, which is the official government
version of floor action and a regular

resource for press and public. And -

i's not.in the congressional doc-
uments ordinarily made available to
lawmakers.

In fact, the Congressional Record
will not have the information until
Monday — although proceedings
from Wednesday and Thursday’s
House actions will be available
sooner.

The only other source, the Budget
Committee report, will not be avail-
able publicly.until Monday, either.

Late yesterday lawmakers began
to wonder why.

“Members have sought to get
copies and have been told they are
not available,” said Rep. Robert
Walker, Pennsyivania Republican
and junior member of the House
GOP leadership. “It is very disturb-
mg.n

According toa spokeswoman with
Minority Leader Robert Michel’s of-
fice, GOP legislative staffers have
been looking for the bill since
Wednesday morning.

After asking the Government

Printing Office for an explanation
yesterday, House Republicans re- |
ceived a few photocopied versions of :
the bill — mere hours before a
House-Senate conference commit-
tee was going to begin work on it.
That caused some grousing since
the fine print is what conferees hash

" out when they attempt to reconclle

the different versions.
But the bill still was not available

" tothe press or public, as it ordinarily

would be.

A GPO spokeswoman said delays
were inevitable when Congress,
nearing recess, churns out volumes |
of legislative action daily. She said
other documents were being printed
ahead of the budget bill. .

“We set our priorities.as the con-
gressional leadership dictates,” said
GPO spokeswoman Carlyn Krout.
“They simply ask for things as they
need them.” .

Jeff Biggs, a spokesman for-
House Speaker Thomas S. Foley,
Washington Democrat, said the lead-
ership did not ask to delay publica-
tion of the budget bill.

Mr. Walker said he learned late
yesterday that the GPO had received .
a “cut and paste” version of the bill

_ and that printers held up publication

until they were sure what certain .
passages were meant to say.

It took until late last night for the
questions to be answered so printers
could give it to lawmkers.

It did not appear the bill had been
altered since Tuesday, Mr. Walker
said, adding: “I’'m satisfied.”
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The speech not given

resident Bush’s indecision on the federal bud-

get has sent Washington and the world into a

panic. The only thing falling more rapidly than

: Mr: Bush’s popularity rating is the stock mar-

ket, where bewildered traders, seeing their lives and

fortunes crumble, have taken to chanting of the Bush
presidency, “Two more years!” :

Pundits, employing the skills that weak, articulate

professionals so assiduously groom, have been ham-

mering away at Mr. Bush and his advisers. In the

. process, Yeats’ line rings true: “The best lack all con-

viction, while the worst are full of passionate intensity”

As the budget slouches toward Bethesda, waiting to
be born, the president has an opportunity to calm the
economy and hearten the American public. But he can
exploit that chance only if he stops concentrating

_solely on the techniques of government, on trying to

mollify the supplicants, sycophants and parasites
whose importance ultimately depends upon his recog-
nition, and begins to deal directly with the great-and
anonymous public. He ought to give a speech, which
could go something like this:

“My fellow Americans, I come before you tonight to
make a confession. I have made a mighty botch of
things. For two years I tried to heal animosities cul-
tivated during the presidency of my predecessor, Ron-
ald Reagan. I tried to befriend Democrats, calm Re-
publicans. and do the tough business of governing a
nation. ,

“That strategy worked until we ran into an issue that
can't be solved through deals or compromises, the
issue of choosing a future for this country. This issue
lies at the heart of our present budget deadlock.

“The choice is simple: You must decide whether you
want this nation to proceed on the assumption that it
is a defeated, declining power, or on the assumption
that we can accomplish great things if only someone
gives us the chance.

“If you believe in retrenchment, retreat and class

warfare; if you believe in turning the bulk of your lives

over to regulators, judges and politicians, call your
local member of Congress and demand passage of the
budgets passed by the House and Senate. The Demo-
cratic budgets, with their claims of ‘fairness, are noth-
ing but documents of defeatism and surrender.

“If you still believe in the American Dream, how-
ever, consider an alternative I should have proposed
months ago. Consider the notion of a budget that con-
tains spending cuts and no tax increases, not even on
beer or gasoline or luxuries. Republicans proposed a

no-tax budget this week, and Democratic leaders of the
House wouldn’t even let Congress vote on it.

“By turning budget talks into tax talks, Democratic
leaders have repeated the mistakes of the Carter era.
They have declared that it is more important to feed:
Washington’s government machine than to let you keep
your hard-earned pay. This approach threw us into
economic decline once, and it surely will do so again.

“You know and I know that any tax increases de-
signed to ‘soak the rich’ will invariably crush the poor. i

It always has worked that way, and the taxes proposed’

by Democrats in Congress would do far more damage
to a family struggling to make ends meet than it would
to the rich and famots. Washington has betrayed you.
too often with its talk of balancing budgets; what we:
really need to do is balance our priorities. Our first:
priority ought to be getting this nation in a position to
express its greatness through thousands of points of
light in homes and shops and streets.

«Tp that.end, I will veto any budget bill that raises
taxes. I will veto any bill that doesnot cut spending. I
will veto any bill in which Congress imposes new
spending and taxation burdens on state and local gov-
ernments. I will veto any bill that adds anything to the
federal Leviathan.

“In response to a new and freer world, Germans
dismantled the Berlin Wall. Soviet leaders decided to
reform their economy. The communist world finally
has left the ’60s and looked forward to the 21st century.
Isn't it time we did the same? Isn't it time we followed
the trend we began a decade ago, a trend in favor of
leanier, more efficient government, for government
that truly serves the people — and not just those who
get paychecks from Uncle Sam?

“If we want to keep up with the world, we have to
change with it. I apologize for not stepping in sooner,
but perhaps I, too, had been infected by Washington'’s
preoccupation with itself. Your cards, letters and
phone calls have gotten me back on track, and I thank
you for that.

“p repeat: If Congress gives me a lean budget with
no new taxes, I will sign it. If it does not, I will veto
it. And if you agree with this approach, call your repre-
sentative. Call your senator. Demand that Washington
stop extinguishing points of light in order to satisfy its
own selfish needs. Demand that your representatives
show as much respect for you as they demand for
themselves. With your help, we can regain our senses.
We can build a future built not upon orders handed
down from Washington, but on your many and indepen-
dent dreams for a better tomorrow.”
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By SUSAN MILLIGAN

News Washington Bureau

WASHINGTON — Senate

leaders yesterday beat back

efforts to increase taxes for .

the rich as lawmakers strug-

gled to complete a five-year
$500 billion deficit reduction
package that would be ac-:

ceptable to President Bush.

The Senate package would "

raise the gasoline tax by 9.5

cents, trim Medicare bene-

fits, limit deductions for peo-

ple earning more than.
$100,000 a year and give tax -
breaks to encourage oil and

gas production.

But the Senate plan must
be squared with a vastly dif-
ferent House-passed bill,
which raises taxes on the
rich, leaves the gasoline tax
alone and cuts Medicare by
less than the Senate would,

Congressional leaders
were pessimistic about the

-prospects of getting a House-

Senate agreement by to-
night's deadline, when a stop-
gap bill funding the
government expires.’ They
said they would try to get
breathing room by offering a
new stopgap measure to keep
the government in business
through Wednesday. )

The House passed its stop-
gap measure 379 to 37.

White House spokesman
Steve Hart said Preside_ent
Bush would consider signing
a short-term measure as long
as there is “satisfactory pro-
gress” on the budget and if
the package inciuded sub-
stantial budget cuts aimed at
reducing the deficit by $40
billion this year.

- has "threatened to veto.the ’

Bush believes it is possible
for the House and Senate to
finish its work by tonight, and
he will decide then whether
to approve another stopgap
funding bill, Hart said.

As the Senate worked to-
wards final action on its
package, several lawmakers:
tried to bring it closer to the
House Democratic version
with an amendment to in-.
crease tax rates on the rich:
from 28% to 33%. - :
» “Let's-go and-get: it from:

ose who've got it,” said Sen..
Barbara Mikulski (D-Md.),
-Sponsor of an amendment. - |

Senate leaders argued that |
the Senate package, with no:
increase in income tax rates,
was the clearest path to ai |
agreement with .Bush, who!
prefers the Senate bill and |

House plan. A ;
* Bush yesterday struck back |
at Democrats who tried to ;
portray him as a President of |
the rich for opposing an in- -
crease in the top tax rate.
“When.. some members. of
the Congress ta)k-about ‘soak- '
‘ing. ‘thej gteh% ithey really do’
‘mean raising: taxes ohievery-'
body,” Bush fold a group of
White House interns.




Halls
are just
crawlin’
with’em

By FRANK JACKMAN

News Washington Bureau

WASHINGTON' — Lobbyists are
working the hallways, the phones and
any other angles they can think of to
get stuff into — or out of — the big
budget package.

“Jewelers, wine people, boat peo-
ple, insurance people — you name it,
we've heard from them,” said an aide
to Rep. Raymond McGrath (R-Long Is-
land). . :

“All those people standing in the
hallways,” said Rep. Charles Rangel
(D-Manhattan), a note of disbelief in
his voice. -

Rangel and McGrath are major tar-
gets for lobbyists because both are
members of the House Ways and
Means Committee, which wrote the
combination of tax increases and ben-
efit cuts the House approved earlier
this week.

Jewelers polish Green

The House-passed bill as well as tlge
one nearing final action last nigh? in
the Senate would boost taxes on ciga-
rets and booze and clamp a 10% luxu-
ry tax on high-priced cars, boats,
planes, jewelry and furs.

New York City boasts some of the
world’s most expensive shops so it
was no surprise that the lobbyists
most active in bugging Manhattan
Rep. William Green were jewelers. )

“The jewelers complained that it
was unfair that they were going to be
hit with a tax on jewelry over $5,000

but would only g0 1nto eftect on furs
-over $10,000,” said Barrie Joseph, a -
Green aide.

Some of the fiercest lobbying eam-
paigns have been mounted by states
and cities that have much at stake in
how the final budget deal affects fed-
eral programs and tax policies. '

Bringing in lobbyists | /

Brad Johnson, Gov. Cuomo’s man in
Washington, has been pulling strings |
in a frantic effort to eliminate a provi- I
sion in the Senate package that would .
limit federal tax deductions — inelud- |
ing those for state and local taxes — |
for those with incomes of over
$100,000.

The provision would reduce.these /
deductions by 5% of the amount of a
taxpayer’s income ‘that exceeded I
$100,000. The changé would hurt New |
York because it, wouid, pinch its tax- .
payers and their ability to keep up ]
with the state’s already high taxes.

One of the tactics Johnson has used
throughout the budget fight is to find

- advocates for his positions from other '

parts of the country so that it does not |
look like a case of special pleading for
New York.

“We brought in a Republican coun- |
ty executive from Nevada and Repub-
lican state legislators from Indiana,
(and) mayors of both parties from
Pennsylvania” to lobby their repre- ,

{
|

sentatives on the deduction issue,
Johnson said. !

This week, during the Senate battle, |
Cuomo called a fellow governor, !
George Sinderdf North Dakotaj sk
ing -him, itoy pressure +Nerth: Dakpta-
Sen. Kent! Cohrad -to-write & ban on’
the deduction limit into his proposed
alternative package.

New York City lobbyist Judy
Chesser’s efforts also center on “form-
ing coalitions” with other cities and
states.

“Right now, we're concentrating on
trying to have the Social Security
mandate eliminated” when House
and Senate negotiators meet to iron
out differences between their ver-
sions of a budget package, she said.

“This provision would require
49,000 city employes to join Social Se-
curity and would cost New York
$200 million in contributions to the
federal Social Security trust fund and
our own pension fund,” Chesser said.

i'7 '“The! city- government just. canriot

‘@aceomnrotjate an additional $200:mil;

- Tiori- burden right now,” she said. -
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What the budget

must inciude

AS CONGRESS AND TEE PRESIDENT race to beat to- |

|

night’s deadline for budget action, the nation once again |

braces for a nerve-wracking showdown. At the stroke of |
midnight, America may face one of four possibilities: a govern- |
ment shutdown, across-the-board Gramm-Rudman cuts, a stop- .
gap measure postponing the crisis or passage of a final 1891 :
budget. Fingers are crossed for the last option, but the Presi-
dent must agree to no budget plan unless it truly meets Ameri-
ca’s most critical needs: :

B Meaningful deficit reduction. The feds must get a grip,
once and for all, on America’s runaway national debt. At a .
whopping $4 trillion, the debt has crowded out private borrow-
ing, kept interest rates high, stifled private investment and fu-
eled inflationary forces. More important, with international fi-
nanciers like Japan growing ever more reluctant to finance -
ongoing deficits, America’s day of reckoning is rapidly ap-
proaching. - ’

W #Meaningful spending cuts. Bottomless expenditure pro-

- grams must end. Congress must stand up and make difficult.
choices on which to trim. Open-ended entitlements, such as.
Medicare, and large farm subsidies make good candidates.

B Meaningful — and equitable — revenue enhancements.
Deficit spending cannot be curbed through budget cuts alone.
Taxes will have to go up. But Americans should share the bur-
den fairly. A gas tax, for example, hits everyone, while encour-
aging conservation during the current oil crisis. The wealthy
should be forced to pitch in, too. Higher tax rates on upper in-
comes — the bubble-busting plan, as it’s called — could insure
that. But only if tax loopholes were simultaneously closed.

HOULD CONGRESS FAIL to produce a budget that meets

these critical needs, the President should not hesitate to
| use his veto and trigger another government shutdown.
Let the chips fall where they may. Americans could then voice
their displeasure at the voting booths on Nov. 6.

Those who play Chicken Little and scream about a govern-
ment shutdown mustn’t be allowed to prompt a bad deal. The
President, they 'should remember, has full power to authorize
spending for essential services even without Congress’ okay.-.In
budget crises during the '80s, President Reagan ordered meat
inspectors, air traffic controllers, hospital workers, federal
prosecutors and a wide range of other “essential” government
officials to remain on the job. :

True, even a limited shutdown would be painful. And it's cer-
tainly not the No. 1 option. But if the less-than-disastrous suf-
fering it causes nudges Congress into real deficit reductions, a
government “slowdown” would be worth the price.
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Conﬂlctmg deficit plans
on the table thls weekend

By Richard Wolf
USA TODAY

The heat is off but Congress
is stiil in the pressure cooker. -

Free from the threat of an-
other government shutdown,'
the House and Senate knocki
heads this weekend over con-.
flicting packages of tax mkw
and spending cuts.

The .way for final negotia-
tions was cleared Thursday:

» President Bush agreed to
sign the 19-day-old fiscal year’s
" third stopgap. spending bill,
keeping the government ml
-business through Wednesday.

» The Senate early today ap-{
proved, 54-46, its five-year,
$500 biilion deﬁcnt—cumng bill
after rejecting efforts to boost
income tax rates on the
wealthy on Thursday. !

House Democrats who’ ve'
pushed through $93.6 billion m]
income tax hikes vowed to:
ﬁght for some of those prov1-
sions over the weekend. |

Before Congress can escape.
for the campaign trail, a series
of tax and spending bills must
be reconciled, passed again by
both houses, and then 51gned
by the president.

“We'll have give and take,
and we’ll end up with some-
thing in between these two
pieces of legislation,” said Sen-
ate:Finance Committee Chair-
man Lloyd Bentsen, D-Texas.
“It will not be easy.”

After blocking a Republican
effort to wipe out a 9l4-centa-
gallon gasoline tax increase
Wednesday, Senate leaders
Thursday defeated Democrat-
ic efforts to hit the rich with in-
come tax rate hikes.

Bush, backing Senate lead-
ers, vowed “to fight the taxers
‘and the spenders" and “hold
everyone’s feet to the fire.”

Some Democrats took up the
challenge, insisting that only al-
tering income tax rates would
make the tax plan fairer to the
middle class.

But Republicans warned
that Bush would veto the final
product if it moves toward the
House version.

“Let him veto it,” said Sen.
Howard Metzenbaum, D-Ohio.
“People will understand what
the issue's all about. He wants
to protect the wealthy.”

Democrats must decide “do
they want a bill or ... a con-
frontation” with Bush, said Sen.
Phil Gramm, R-Texas.



- House Dems

By Richard Wolf
USA TODAY

House Democrats seeking to
“soak the rich” to cut the defi-
cit have a new fallback posi-
tion: soak the very rich.

Millionaires, in particular.
All 65,000 of them.

As they start negotiations to-
day with the Senate — which
excluded $58 billion worth of
income tax increases on the
wealthy in the House bill —
many House Democrats are
drawing a line in the sand at
the million-dollar mark.

“This isn’t marginal rates.
This isn’t difficult to under-
stand,” said House Budget
Committee Chairman Leon Pa-
netta, D-Calif. “This is taxing
millionaires.”

The House plan would im-
pose a 10%, surcharge on those
with taxable income of $1 mil-
lion or more after exemptions

and deductions. The five-year

government take: $8 billion.

But Democrats say the final
deal must aid the middle class
at the expense of the rich for it
to pass the House,

“It would be a very impor-
tant symbol for the House
Democrats to have,” said Rep.
Victor Fazio, D-Calif.

The surcharge is the work of
Rep. Dan Rostenkowski, D-IIL.,
and his Ways and Means Com-
mittee, which rebelled against
a compromise worked out by
White House and congressional
negotiators last month.

By proposing to raise in-

come taxes, the House elimi-
nated the gasoline tax boost
and cut a $60 billion Medicare
reduction to $43 billion.

The Senate bill includes a
914-cent-a-gallon gas tax hike
and a $50 billion Medicare re-
duction — unpopular items, ex-
pected to be pared back.

Both sides face problems:

» President Bush vowed
Thursday to oppose higher in-
come taxes, “not because I
want to help the rich, but be-
cause I want to help everyone.”

» House leaders will have
trouble selling a final deal to
Democrats if they don't extract
income tax concessions from
the Senate and White House.

“As we're pouring gas into
our tanks and watching the me-
ter run up, we can say we're
getting the millionaires, too,”
said Rep. Robert Wise, D-W.Va.

But in a Senate dominated

“pursue millionaires

by millionaires, the surtax may
not fly.

On Thursday, an amend-
ment to impose an 18%, surtax
on millionaires to hold down
Medicare recipients’ deduct-
ibles was blocked 51-49.

“What we're talking about
here are the super-rich,” said |
Sen, Tom Harkin, D-Iowa, rat- |

tling off corporate salaries.
Unimpressed by the Demo-
crats’ last-ditch effort on in-
come taxes is Bruce Fisher, re-
search director for the liberal

Citizens for Tax Justice, which.

favors a new 33% rate on in-
come over $200,000.

“To be more than a token,”

he said, a surcharge “has to

cover more people. This is just .

a political gimmick.”

» Budget pressures, 1A
» Congress is glum, 4A
» Richest man’s opinion, 18

Here-is the 54-46 roll call vote by which the Senate early to-
day passed its deficit reduction bill. Senate and House con-
forees now must forge a compromise of tax hikes and
spending cuts. Meanwhile, a stopgap spending bill will keep
the federal government in business through Wednesday.
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By Leslie Phillips
USA TODAY

l

A new horror show has!
opened in Washington. It's
called: The Congress that
wouldn’t leave. .

As the Nov. 6 elections creep
ominously close and major leg-:
islation remains unfinished, a
sense of havoc has overcome
the Capitol. '

“We've gone from the outra-
geous to the obscene,” said Sen.
John McCain, R-Ariz. “We've
done so much flailing about
that we're scaring the Ameri-
can public.”

As daily sessions of Congress
are ‘stretching- past - midnight,
lawmakers scramble to satisfy
constituents and -lobbyists
plead for last-gasp concessions.

Personal sniping is the rage, ‘
family relationships . are '
strained, and to top it off, the !
Capitol Rotunda was leaking in |
a rainstorm Thursday.

“It seems to be leaderless in
there,” said Robert Coleman,
of Tulsa, Okla., as he wandered
from the Senate visitor gallery’
during a tumultuous budget de- .
bate. “And there wasn't any-"
body listening.” - :

» The normally solemn Sen-
ate Majority Leader George

Mitchell. D-Maine. naced tha
hallways to let off steam. In a |
rare outburst in the Senate
chamber, he banged his fist on
his desk and demanded: “Do .
we want to make astatement -
or do we want to make law?” .-
» Rep. Robert Whittaker, R: .
.Kansas, railed agairst one .
amendment before realizing .
he was' reading the wrong
statement. Shuffling his papers,
he found the right one, which

=he'supported. o

.~ > Rep.-David Obey, D-Wis;,
‘sported a lapel pin that reads
““Panic Button.”. © . :

“In my 28 years here, this is

'ithe most dismal I've seen it, |
-and I've. been here. on ‘two

Christmas éves,” said Rep.

-James Quillen, R-Tenn.

. “If I were speaker, I'd send
everyone home for the week-
end. A good night’s sleep would

-quell the tempers.” . :

. Gamblers: are wagering on;

‘when ‘Congress will adjourn.'

“They’ll 'be gone before Oct.
27th,”. promised : James, - Whit-
tinghill, a top Republican aide.
How-does he know?. He’s get-
ting married that day. “P've’
told both leaders they need to
be off by then.” -
Farmworkers’ lobbyist Mike
Hancock who canceled his va- :
cation three times and lost an
$80 hotel  deposit, lamented: .
“There’s no end to this” ' - |
Rep. David McCurdy, D-
Okla, insisted the Founding
Fathers never meant Con
to operate smoothly. .
He quoted the Federalist Pa-
pers: “Promptitude of decision
in'the legislature is more often
an evil than a benefit” .«
Still, he admits no one is hap- ~
py: “Internally, they know it's
not working.” '



Legislators know art of the deal

By Richard Wolf
and Leslie Phillips
USA TODAY

The budget debate isn’t just
about painful tax hikes and
spending cuts,

It's also about boats, planes
— and deals.

Negotiations that start today
will determine which powerful
lawmakers protect the home-
state favors they've inserted
into House and Senate versions
that now must be reconciled.

Many of those lawmakers
will be participants in the talks
— so look for these policies to

survive:

» About $3.4 billion in tax
breaks for the oil and gas in-
dustry, backed by Senate Fi-
nance Committee Chairman
Lloyd Bentsen, D-Texas.

> A tax credit for ethanol
producers and a 10% luxury
tax on: airplanes worth
$250,000, rather than $100,000,

as in the House version. These .

are the work of Senate Minor-
ity Leader Robert Dole, R-
Kan.,, whose state produces
both ethanol and small planes.

» A $100,000 luxury-tax floor
on boats and yachts, rather
than a $30,000 figure agreed to

earlier. Key supporter: Senate

Majority Leader George Mitch- -

ell, D-Maine, whose state is a
major producer of boats. -
Grumblings from others:
> “Everyone is paddling
their own canoe while the na-

tion suffers,” said Rep. James !

Quillen, R-Tenn.

P “There’s nothing sinister :
or evil about it,. but preroga- -

tives have only so long a leash,”

said Rep. William Thomas, R- -
Calif. “It was a little more egre- .

gious than I thought was prop-
er.” His advice for leaders:

“Either take your pork out or

put our pork in.”
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HE huge éstablishment of

I modern American jour-
nalism repeatedly. shows

itself unable to bring proportion
and judgment to its coverage of
political controversies. Instead of
providing balance, it surges from
one exaggerated portrait to an-
other, playing havoc with the ner-

* vous system and decisionmaking

capacities of the body politic.
Press treatment of the Bush
presidency in the wake of its slips
on taxing and the budget are but
the latest example of this frustrat-
ing tendency. From a point of
high standing, the Bush adminis-

tration has been described as hav-
ing fallen over the past two weeks
into near-collapse and unremit-
ting incompetence - “disinte-
grating before our eyes,” as one
analyst put it.

Even the president’s warmest

admirers are likely to concede
that October 1990 has not been
the high point of the modern
presidency. With the GOP con-
trolling the White House and the
Democrats Congress, and the two
parties sharply divided, the
budget issue — which is, of course,
an argument over basic policies
and priorities — is genuinely in-
tractable. And, preoc-
cupied by the crisis in
the Middle East, and
with a less coherent vi-
ston of domestic policy.
than of the new
international order, the
president has made
mistakes of both sub-
stance and tactics on

the budget.

Stll, it's unlikely
that anyone looking
back three months

hence on accounts of
the plight of the Bush
presidency during the

first weeks of October’

will find them other
than woefully exagger-
ated.

- Poll interpretation,
the part of public-af-
fairs coverage I follow
most closely, also evi-
dences deficiencies. of
Jjudgment and propor-
tion. With few excep-
tions, recent poll stories
have shown the presi-
dent hit by a drastic,
virtually unprece-
dented, drop in pop-
ular standing, to the
point where his ca-
pacity to govern has
been  seriously im-
paired. In fact. survev
findings don’t support
any of these conclu-
sions.

The professionallv
sloppiest part of poll
coverage of Bush and
the budget involves
fixing upon the com-
parisons of his current
approval  scores 1o
those  of  August-
September. Doing so
makes for a more dra-
matic ~ story,
Bush’s public approval.
high through most of
his presidency. shot up
following his vigorou-
response to Iraq’s inva-
sion of Kuwait.

But it's an incom-
plete and thus inaccu-

because

rate story because - as most poll
analysts noted at the time - some
non-trivial part of the immediate
post-invasion endorsement was
evidently soft and short-term. It’s
safe to say from past experience
that even if things had gone
swimmingly for the administra-
tion in the early fall, the president
would have lost 10 points or so
from his inflated late summer
high. ;
Reports on Gallup polls (for
Newsweek) stressed Bush'’s falling
from 76 percent approval (Au-
gust 23-26) to 54 percent.(Oc-
tober 11-12); they should also
have noted another
relevant comparison
- from 60 percent
approval  (Gallup
poll of july 19-22) to
54 percent, a change

considerably  less
dramatic. Similarly,
reports on the

Yankelovich Clancy
Shulman polls (for
Time and CNN) led
with the drop from =
74 percent approval (August 23)
to 59 percent (October 10). They
omitted the fact that the poll had
the president's approval at 61
percent on July 24-25; by this
standard, the July to October de-
cline was a less than massive 2
percentage points.

Polls taken nationally in the
first two weeks of October' show
between 54 percent and 65 per-
cent indicating approval of
Bush’s handling of the presi-
dency, with the median in the
upper 50s. The composite of state
polls I have been able to review
suggest that the president’s pop-
ularity has, if anything, been
holding up even better. For ex-
ample, the California Poll for Oc-
tober 4-9 found 54 percent of

- Californians rating Bush’s job

performance as excellent or
good, 30 percent as fair. and just
15 percent as poor. This is the
second highest rating the Poll has
shown in the 21 months of the
Bush presidency - and one down
Just slightlv from the highest,
recorded in August.

Overall, then, polls show some
recent decline in Bush's standing
— but a decline at once moderate
and predictable given the rush of
budget problems. Should the ad-
ministration keep encountering
setbacks comparable to those of
early October. it will surely find its
popular base badly eroded. But
the decline thus far is of the sort
every administration has experi-
enced.

The idea that with 55-60 per-
cent of those polled approving his
handling of the presidency. and
70 percent saving they have a fa-

vorable view of him personally.

Is Bush’s Popfﬂar_ity in a Nosedive?
~What the Polls Are Really Showing

C
Bush lacks the popular support

needed to govern effectively is
Jjust plain silly.

Ronald Reagan was seen, cor-
rectly. as a popular president who
exerted enormous influence on
US policy. But Reagan's approval
scores over his first 21 months in
office were lower than Bush’s
have been at almost every point.
In the fall of 1982, with the
country in recession, Reagan

stood well below where Bush is
now in the fall of 1990 - but this
hardly signaled the failure of his
presidency. (See graph at left).
Americans obviously aren’t de-

EVERETT

lighted with the way
their political leaders
are handling taxing
and spending, and
Mr. Bush has been
dragged down some
by these adverse as-
sessments, But the
politics of the budget
doesn't find him
operating in a
“vacuum. Rather, it in-

? volves a competition
between the president and con-
gressional Democrats — and the
polls by no means tell us the latter
are winning,

For example, asked in the
Time/CNN survey of October 10
who is more responsible for the
current budget difficulties, 61
percent said Congress, just 23
percent the president. The CBS
News/New York Times poll of Oc-
tober 8-10 found 60 percent ap-
proving and 30 percent disap-
proving Bush’s handling of the
presidency, while it recorded just
27 percent approving and 60 per-
cent disapproving Congress’s
performance. The ABC News/-
Washington Post survey of -Oc-
tober 10-14 asked this same pair
of questions and got the same
basic results. The 63 percent
recorded . as  disapproving
Congress's overall performance
was the highest since the depths
of public frustration during Wa-
tergate in 1974.

Most of us would vastly prefer
a situation where both president
and Congres are held in record
high esteem. The polity would
then be healthier.

But if the current findings
should hardly give anvone satis-
faction. neither should thev be
seen supporting the conclusion
that the popular standing of the
Bush presidencvy has plunged
precipitously. or that Congress
has gained the upper hand in its
continuing competition with the
White House.

W Everett Carll Ladd is executive di-
rector of the Roper Center for Public
Opinion Research. University of Con-
necticul. .
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Senate Budget Package

e

Clears Two Big Hurdles

By John E. Yang

Washington Post Staff Writer

The Senate’s bipartisan deficit-
reduction package cleared major
legislative hurdles last night as law-
makers refused to modify its del-
icately balanced provisions in two
key votes.

On a procedural vote, lawmakers
voted 67 to 32 to rebuff an amend-
ment by Sen. Kent Conrad (D-N.D.)
that would have increased income
tax rates on the wealthiest Amer-
icans while scaling back a proposed
hike in the federal gasoline tax and
planned cuts in Medicare and farm
programs.

Later, Senate leaders of both par-
ties used parliamentary maneuvers
to defeat a potentially greater
threat on a vote of 59 to 40 an
amendment by Sen. Steve Symms
(R-Idaho) that would have elimi-
nated a politically unpopular in-
crease in the federal gasoline tax.

The Senate action came as law-
makers in the House and Senate
continued racing the calendar, try-
ing to implement by week’s end the
largest package of tax increases and
benefit program cuts ever proposed
as part of the plan to save $500 bil-
lion over five years, including $40.1
billion in the fiscal year that began
Oct. 1.

The legislation still faces efforts
to make politically popular changes
that could imperil it before a pos-
sible Senate vote on passage later
today.

Once the Senate acts on its def-
icit-reduction measure, a House-
Senate conference committee will
take on the formidable task of meld-
ing the two widely divergent bills
into one.

While the Senate worked late
into last night on its version of the
measure, top White House officials
continued their attack on a provi-
sion in the House’s version of def-
icit-reduction legislation, passed
Tuesday, that would -effectively
raise income taxes on all but the
wealthiest Americans. But admin-
istration officials also signaled that
President Bush might be willing to
keep the government funded be-
yond the deadline of early Saturday
morning, when the government’s
current stopgap spending authority
will end.

Senate leaders appealed to their
colleagues to reject any attempts to
change the measure before them,
even changes that might be polit-
ically popular, because they could
doom any chance of reaching an
acceptable compromise with the
House and the administration.

“We have to tell the American
people [this] if we’re going to pro-
vide leadership—in some cases
whether they like it or not,” said
Senate Minority Leader Robert J.
Dole (R-Kan.). “We have some peo-
ple who want to kill the package but
want to do it an inch at a.time.”

“We must show the rest of the
world that we’re in charge of our
economic destiny,” said Senate Fi-
nance Committee Chairman Lloyd
Bentsen (D-Tex.). Any change
would “put the entire deficit reduc-
tion effort in very grave peril.” It
took months to negotiate the pack-
age, he said, but it would “take only
a few minutes to tear it down.”

“You can’t pick this thing apart
one item at a time,” said Senate Ma-
jority Leader George J. Mitchell (D-
Maine). “Do we want to be respon-
sible for destroying the first signif-
icant deficit reduction effort in
these United States in 10 years?. . .
This is a test for the Senate and ul-
timately this is a test of our nation’s
future.”

“You don’t have to worry about
the political fallout from this be-
cause Congress can’t get any lower
than it is right now,” declared Sen.
Dale Bumpers (D-Ark.). “The way
Congress can resurrect this is to
show a little spine.”

Bumpers said he would vote
against the Symms amendment “not
because I favor a higher gasoline
tax” but because “it is the only re-
sponsible thing this body can do.”

Mitchell and Dole used arcane
Senate rules to preempt the Symms
effort to kill the gasoline tax in-
crease, altering the provision the
Idaho lawmaker sought to delete in
order to invalidate it.

Many Senate Democratic leaders
were sympathetic to the provisions
in the Conrad amendment. But in
order to garner enough Republican
votes in the Finance Committee to
win approval for the bill's tax com-
ponent, Mitchell and Bentsen

pledged to resist any changes on
the Senate floor.

To pressure Congress to finish
its work this week, Bush had vowed
not to accept a stopgap spending bill
to extend the government’s funding
beyond 12:01 a.m. Saturday if law-
makers had not agreed upon a final
deficit-reduction plan by then.

But yesterday White House Chief
of Staff John H. Sununu said the’
president might extend that dead-
line if a “good faith” effort is being
made and if the stopgap bill con-

‘tained some spending cuts.

“Business-as-usual spending lev-
els are not acceptable,” Sununu said
in an interview. But he indicated
that Bush might accept the short-
term spending bill if it contained
cuts proportionate to the full-year,
$40.1 billion savings envisioned by
the budget plan that lawmakers are
working to implement.

Sununu said Bush would consider
new, stopgap funding legislation “in
the context of the conditions at the
time. If they just need a hair or two
of extra time, if they just need a few
more hours.”

Sununu and other top adminis-
tration officials continued the White
House attack against the House-
passed plan, which had been crafted
by Democrats. They singled out a
provision that would delay for one
year the inflation-based adjustment
of income tax brackets and personal
exemptions, a move that would in-
crease taxes on all but the wealthi-
est Americans.

Vice President Quayle, appearing
on ABC-TV's “Good Morning
America,” called it “a whopping tax
increase” for the average worker.
“That is just soaking the middle in-
come and soaking the average
worker,” he said.

The measure the Senate was
considering last night contained
provisions designed to generate
$170.9 billion in new tax revenue
over five years.

It would raise federal taxes on
gasoline, cigarettes and alcoholic
beverages, limit the benefit of item-
ized deductions claimed by all those
with taxable annual incomes higher
than $100,000 and increase the
amount of yearly income subject to
the 1.45 percent Medicare payroll
tax from $53,100 to $89,000.

Income tax rates would not be
changed.

It also includes $28.7 billion in a
variety of tax breaks over five
years. They include a $3.4 billion
package of tax breaks designed to
spur domestic ol production and a
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than the House plan. The monthly
premium beneficiaries pay for ‘the
voluntary coverage of physicians
and hospital outpatient services
would gradually rise from $28.60
this year to $47 by 1995, about 80
cents higher than under the House
plan. The Senate would increase
the annual deductible beneficiaries
pay, now $75, to $150 next year,
compared to the House’s $100. -
Administration officials yesterday
were complaining about costly
items buried in both the House and
Senate deficit-reductions measures.
The Senate bill, for instance, con-
tains language authorizing a $300-
million uranium enrichment pro-
gram, added by the Senate Energy
and Natural Resources Committee.

On Medicare, both plans would

force the federal government to pay
a bigger portion of home health
care costs for the elderly, expenses
now met largely by the states.

The bills would also continue to
allow states to borrow money from

" hospitals in order to obtain federal

matching funds under the Medicare
program—and then return the
money to the hospitals. “The state
gets the federal government to put-
up matching money and the state:
never gives anything,” one admin-.
istration official said. -

The measure would cost an es-.
timated $1.7 billion over five years,
the official said.

Staff writers Ann Devroy and
Stéven Mufson contributed to this
report.
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James A. Baker, Please Resign

On April 1, 1982, after making several
overlooked threats, Argentina iiivaded the
British-ruled Falkland Islands. “While no-
body can be sure of the circumstances in
which Argentina might have desisted”
from carrying out its invasion, writes Mar-
-garet Thatcher’s biographer Hugo Young,
“what is incontestable is that British policy
offered no deterrent to her doing so.”

Four days later Thatcher’s foreign
ninister, Lord Carrington, resigned along

" with two deputies. Why? Ministerial re-
sporisibility. “I have been responsible for
“the policy. I think it is right that I resign.”
_Although the Falklands crisis turned out
well for Britain, it began with a botch, and
‘Carrington paid for it. Why shouldn’t a

- U.S. official whose botched policies led to
the current Gulf crisis pay a similar price?

_ Our Iraq policy was a double failure:
first, in misinterpreting Saddam’s inten-
tions; second, in failing to make clear our
own intentions in advance, which might
have dissuaded him. The misinterpreta-
tion of Saddam was also twofold. Not only

*did the United States overlook several
- specific signs that Iraq was going to
~invade Kuwait. It also utterly misjudged
Saddam’s general designs.

."" - Subsequent facile comparisons to Hit-
‘er notwithstanding, until the moment of
-tlie invasion the Bush administration saw

- Saddam as a potential moderate and ally

in the Mideast. It overlooked his nuclear
program, his chemical weapons, his mass
murder of his own people, his coddling of
terrorists. It fought against congressional
efforts to limit U.S. subsidies. All this was
in service of a foolish Realpolitik, a soft-
headed hardheadedness, a failed attempt
to play geo-chess like Henry Kissinger.

U.S. Ambassador April Glaspie’s noto-

rious transcribed audience with Saddam a
week before the invasion has been widely
misinterpreted. It's even worse than you
think. Having heard Saddam’s threat to
invade, Glaspie explicitly sympathized

with his complaint that Kuwait was driv-

ing down oil prices, and went on: ‘I know
you need funds, We understand that, and

our opinion is that you should have the-

opportunity to rebuild your country. But
we have no opinion on the Arab-Arab
conflicts, such as your border disagree-
ment with Kuwait.” In other words, the
famous “no opinion” remark was merely a
qualification of her general endorsement
of Iraqi war aims.

In truth, the Bush administration could
not have given Saddam a serious warning
about the consequences of invading Ku-
wait, because the administration . itself
didn’t know how strongly it would react.

With no underlying values to guide your -

policy, you lose the practical advantages of
consistency and predictability. You also risk

going too far on the momentum of shallow

enthusiasm-—something Bush’s serial Iraq

policies may have done in both directions.
If blame ranges from Bush himself to

- the hapless Glaspie, why should Secretary

of State James Baker resign? In Carring-
ton’s words, Baker was “responsible for
the policy.” A Baker resignation would
establish that there is accountability

- somewhere for monumental failures of

government. It would end the ugly scape-
goating of subordinates. And it would
protect President Bush, just as Carring-
ton’s resignation shielded Thatcher.

But taking responsibility isn’t Jim Bak-
er’s style. He has distanced himself from

Glaspie. He also has mounted a damage- -

control campaign, both contemptible and
hilarious, through his favorite medium of
self-aggrandizing leaks to the press.

A Newsweek cover story (Sept. 17)
revealing the “inside story of secret diplo-

macy between the superpowers” over Ku- -

wait, begins: “Secretary of State James
Baker brought troubling news.” It was
Aug. 1, and Baker was telling Soviet
Foreign Minister Eduard Shevardnaze that
Iraq was about to invade. Newsweek does
not ask why, if Baker kmew the invasion
was coming, he didn't try to stop it.

A front-page Wall Street Journat article
Oct. 1 reported that as long ago as last
April, Baker and two top aides decided at a

L

secret meeting that “Saddam Hussein
should be put on notice . . . that his menac-
ing behavior would not be tolerated.” Baker
approved tough sanctions, but—tragical-
ly—"the federal bureaucracy and members

“of Congress preoccupied with defending
special interests” slowed it down. Baker -

himself was “so preoccupied with momen-
tous evénts elsewhere in the world that he
failed to follow up. . . .” Damn!

A column in the Economist (Oct. 13)
asked: “Is there sommeone, anyone, in Wash-
ington who thinks that the same ghastly

mistake fas Vietnam] is going to be made-

all over again?” The amazing answer: “If
there is, his name is probably James Addi-
son Baker II1.” Of course there are many
people in Washington who are not afraid to
publicly predict disaster in the Gulf. None
«of them is named James Addison Baker III.
If Washington's greatest self-positioner is
now stashing away a little deniability for
future use, that is the best sign yet that
Bush's policy may be in trouble.

And if Baker really does disagree with
a policy that may yet kill thousands of
Americans and others, he ought to resign
now for that reason. To pursue a policy
you think is wrong, while busily distanc-
ing yourself not just from past failures but
from future ones, is precisely the opposite
of ministerial responsibility.

© 1990, UFSThe New Republic Inc.
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ax Accord

Blpartlsan Effort Made To Pass Budget Package

By Lawrence M. O’Rourke
Post-Dispatch Washington Bureau
WASHINGTON — Rejecting ap-

peals from left and right, the Senate -
Wednesday night advanced a $250 bil-
lion-budget-deficit reduction package

by endorsing a measure that would
increase gasoline taxes by 9% cents a
gallon.

In the first major test of a Demo-

* cratic-Republican leadership coali-

tion, the Senate, througha unique par-:.

liamentary maneuver, preserved the
tax proposal by a vote of 59 to 40.

In an ‘almost-frantic effort to win -
President George Bush's approval and -
hold off a shutdown of -the federal

government at Friday midnight, the
Senate took the critical first steps
toward the largest package of tax in-

creases and federal spending cuts in -

the nation’s history.

Responumg to a joint appeal by Sen- :

ate Ma)orlty Leader George Mitchell,’

D-Maine, and Minority Leader Bob'
Dole, R-Kan., a Senate majority '
turned aside. amendments_that the
leaders said were politically attrac-.
tive, but which they said wouid de-

-stroy the "effort to resolve the budget
" crisis without a government shutdown

or a massive mandatory. cutback in
military and civilian spending.

“This will be the moment of truth
whether or not there will be deficit
reduction,” Dole said as he argued

. against efforts by. Republicans to

block the gasoline tax increase. Dole’s
opposition to fellow Republicans was
backed by Bush’s aides who- moni-
tored the debate.

Scrubbing the gasoline-tax increase
— which would double the current tax
— would “destroy the first serious
effort in a decade to reduce the feder-

al budget eficit,” Mitchell said.

In an uusual display of coopera-
tion, Mitckll and Dole worked togeth-
er to creas complicated parliamenta-
ry situatias that obscured politically
touchy vces. on raising the gasoline
tax and rising individual income-tax
rates for te wealthy.

“Nobod’s violating the rules. We're
using therules,” Dole told his GOP
colleague. “I'm trying to do the best I
can for Fesident Bush and the last
time I clecked, 1 think he was a
Republica.

“We'reslaying by the rules to pre-
serve thisyackage.” ‘

Dole hal to work against the Repub-
lican righ on the preposal by Sen.
Steve Symns, R-Idaho, to cut the gaso-
line tax increase. The provision
backed by Mitchell and Dole would
increasette gasoline iax by four cents
a gallon m Dec 1, by another five

cents on July 1, 1991, and by another
half cent on Jan. 1, 1992.
Mitchell and Dole combined to
amend the Symms amendment so that
" it would have no ‘practical effect.
Symms denounced the move as a
sham, but he could not stop it.
Pointing out that the gasoline tax
would bring in $43 billion of the §142

billion in new taxes to be raised-over -

the next five years under the bill, Dole
said rejection of the gasoline tax
“would be an easy vote politically.”

It would “‘get great applause” from
voters but would mock the 200,000
Americans on military duty in the
Persian .Gulf region to defend the
Western world’s access to oil, he said.

Aware that the Symms’ amendment
had considerable Republican support,
Dole said, “If this amendment passes,
count me out.”

Mitchell had to struggle agamst
Democratic populists from the prairie
states who rallied behind a proposal
by Sen. Kent Conrad, D-N.D., and Max
Baucus, D-Mont.

They proposed cutting the gasoline
tax back to five cents a gallon but to
raise the top income-tax rate on the

wealthy from 28 percent to 33 percent
and to impose a surtax on those with

taxable income of more than $1 mil--

lion a year. The 33 percent tax is the
heart of the budget deficit-reduction
plan approved Tuesday night by the
House.

The Conrad-Bautus proposal was
defeated 67 to 32 through a technical
maneuver to have it declared non-
germane. Sens. John C. Danforth, R-
Mo., and Alan.J. Dixon, D-IIL., support-

ed the maneuever, and Sens. Paul -

Simon, D-Ill., and Christopher S. Bond,
R-Mo., opposed it.

The House bill’s principal sponsor is
Rep. Dan Rostenkowski, D-Ill., chair-
man of the House Ways and Means
Committee. Bush said he would veto
Rostenkowski’s bill if it reached his
desk. The president expresed a pref-
erence for the Senate bill, and Dole
came close to assuring the Senate on
Wednesday that Bush would approve
the Senate bill.

White House chief of staff John H.
Sununu said Wednesday that Bush
would rather order a government
shutdown than accept more income
taxes on the wealthy.

The legislation faces a tricky pas-
sage before it reaches Bush,

The leaders’ plan was to have the
Senate work through the night, pass-
ing its version sometime in the wee
hours. Then the idea was to send the
Senate bill along with the House bill to
a battery of Senate-House conference
committees that would work non-stop
to get a single package.

That would be returned Friday
morning to the Senate and House for
approval in each chamber in time to.
reach Bush's desk before midnight so
that the federal government shutdown,
might be averted.

Several congressional leaders
doubted whether they could pull all
this off. White House officials, work-
ing closely with the Senate leaders,
shared the pessimistic appraisal.

The Senate debate, unlike the
House debate Tuesday, did not turn
into an all-out Republican vs. Demo-
crat brawl. That was because Dole

.and Mitchell took the same position, -
"as did the top members of the Budget

Committee, Sens. James Sasser, D-
Tenn.,, and Pete Domenici, R-N.M.
Domemcn said he hoped the Senate

debate would not turn partlsan ”

The bipartisan approach was an ef-
fort to convince “people who see Con-
gress as a joke that has lost its ability
to govern” that the system can operate
on something as controversial as a
package of higher taxes and spending
cuts, he said.
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WASHINGTON — The Senate yes--‘:

. terday began debate on its own version :
of a deficit-reduction package -as’
Jawmakers raced to complete a budget”
by midnight tomorrow when federal:
government funding runs out. '

President Bush backed the bill as it
emerged from: the Senate Finance’
Committee but sdid he would veto.a"
House-passed bill because it increases;
income-tax rates and- hits middle-in-.
come taxpayers with a one-year infla-
tion penalty.

Senate and House negotiators are ex- :

pected to meet after the Senate voteina |-

conference committee to work out dif-
ferences. Both bills aim at reducing the |
deficit by $500 billion over five years |
— but go about it differently. ;
Although the White House remained
steadfastly against the House plan; offi- |
- cials yesterday backed off their hard- |
line threat to shut down the govern- |
ment. Presidential spokesman Marlin !
Fitzwater said that if the House and
Senate were close to agreement by the .
deadline, the president would accede to
a short-term funding bill, ‘;
The Senate bill, supported by the !
Democratic and Republican leader-

ship, raises taxes on the wealthy by

limiting deductions; increases the gaso-
line tax by 9.5 cents a gallon; increases
“sin™ taxes on liquor and cigarettes;
imposes a new luxury tax, and reduces
Medicare cuts from the failed budget
agreement to $48.9 billion over five
years.

An amendment proposed by Sen.
Steve Symms, R-1daho, to remove the
9.5-cent gasoline tax increase from the

_bill threatened 10 unravel the package.
The amendment drew strong support
from conservatives and liberals, but

~ Senators voted 59-40 against Symms’
proposal.

Sen. Lloyd Bentsen, D-Texas, chair-
man of the Senate Finance Committee
and an'architect of the tax package, said
he reluctantly supported the gasoline
tax as a way of keeping the entire deal
together. The gas-tax increase raises
$42.6 billion in revenue over five years,
and opponents gave no alternative plan
to raise the same amount to help reduce
the deficit. :

*“I don’t think anybody opposes a gas
tax moreor understandsit better thana
senator from Texas,” Bentsen said.

/
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The House-passed bill does not in-

clude a tax increase on gasoline but

raises taxes on the wealthy in a variety
of ways that the White House adamant-
ly opposes, notably an increase in the

toptax rateto 33 percent,an increasein |

the alternative minimum tax and a 10-

percent surtax on income over $1 mil-

lion. It also provides a capital-gains tax
break for middle-income taxpayers.

The Senate bill raises $142 billion in
taxes over five years but does not tamp-
er with income tax rates or the capital
gains tax. Instead, it would make tax-
payers earning more than $ 100,000 pay
more by reducing itemized deductions
by 5 percent. This provision would gen-
erate $29 billion over five years.

The House bill was rammed through
on Tuesday by Democrats who said it
was time to *‘tax the rich.” The bill was
largely opposed by Republicans who
decried the “tax and spend™ ways of
Democrats.

Yesterday, House Republicans also

"~ seized on a provision that would delay -

an adjustment for inflation in income
tax rates and in the personal exemption
for one year. Under current law, rates,
and the personal exemption are in-
dexed for inflation.

White House chief of staff John'
Sununu said yesterday that the provi-
sion “rips off the men and women of
America who are out there workingand:
earning a living.”

A study done by the Republican Re-l
search Committee, a House group, cal-,
culated that a family of ‘four with tax-
able income of $44,800 would have to
pay an additional $430 because of the
loss of the inflation adjustment. The
total tax liability for the family, includ-
ing additional Medicare costs and an
estim?* - ur a variety of excise taxes,
wou. .ncrease taxes to $695 a year,
according to Republican officials.

The unity among Republicans came
after the GOP abandoned the president
and the leadership and defeated a con-
troversial bipartisan budget agreement
nearly two weeks ago.

Bush subsequently refused to sign a
temporary funding bill Oct. 5, effective-
ly shutting down all but “essential”
government services over the Colum-
bus Day weekend. After the House and
Senate agreed on the outlines of a new
budget, Bush signed a short-term fund-
ing plan until Oct. 19 to give Congress
time to “fill in the blanks.” -

The government was on the verge of
running out of funds Oct. 1, the start of
the fiscal year and now needs either a

i
!

|
|
!
I

budget deal or another temporary fund-
ing measure to continue operating.

Senate leaders, both Democratic and
Republican, remained committed to
blocking any amendments that would
undo the Senate Finance Committee
package.

In a parliamentary maneuver yester-
day, the Senate shot down an effort by
Sen. Kent Conrad, D-N.D., for analter-
native plan that would raise the top tax
rate to 33 percent; lmpose a 25-percent

{ surtax on taxpayers earning more than

$1 million; and increase the alternative
minimum tax to 25 percent from 21

 percent. It would also have reduced the

gasplinetax increaseto 5 centsagallon.

Senate Democratic leader George
Mitchell of Maine said that it was
“ironic” that he was opposing the pro-
posal since he agreed with the rate in-

. crease. “The reality is that President

|

Bush has stated clearly and unequivo-
cally his intention to veto a tax rate of
33 percent on higher-income taxpay-
ers,” he said.

“We must play with the cardsthat are
dealt us.”

‘The Senate debate yesterday, which .
promised 1o stretch into the early !
morning hours, was filled with the same !
divisions over economic philosophy
that have marked the entire budget pro-
cess.
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Senate nears
inal vote on budget plan

By Mike Christensen
Journal-Constitution Washington Bureau

WASHINGTON — The Sen-
ate heads to a showdown today in
its attempt to reach agreement
on a compromise budget plan
that would reduce the deficit by
$500 billion over five years.

The Senate is confronted with
a fiscal package that would dou-
ble gasoline taxes, cut Medicare
and agriculture spending, and
raise taxes somewhat on the
wealthy.

~ “We're either going to come

out of this with a $500 billion def-
icit-reduction plan or with noth-
ing,” Senate Majority Leader
George J. Mitchell (D-Maine)

told his colleagues as they debat- .

ed the issue.

He predicted "the Senate
would successfully wade through:
dozens of pending amendments
and reach final action today.

" Then the Senate would go into
a conference with the House,
which passed its own, different
approach to deficit reduction
Tuesday night.

In an impassioned defense of
the proposed gas tax, Sen. Wyche
Fowler Jr. (D-Ga.) said Ameri-
cans should be willing to sacri-
fice and reduce their depen-
dence on foreign oil so the nation
would not have to send thou-
sands of troops to the Middle
East.

“Isn’t there some patriotism
tax?” Mr. Fowler asked. “Isn't
there something we can ask the
American people to do that will
make them participate ... in
backing up Americans abroad?”’

Democratic and Republican
leaders in the Senate used their
gothic rules of procedure
Wednesday to defeat the first of
several proposed budget amend-
ments, which they feared might
be politically popular but practi-
cally devastating to the fragile

bipartisan deficit-cutting pack-
age fashioned by the Finance
Committee.

By a vote of 32-67, the Senate
refused to adjust the limits of a
budget resolution passed last
week to accommodate an amend-
ment by Sen. Kent Conrad (D-
N.D.).

Mr. Conrad’s proposal would
have cut the Finance Commit-

tee’s proposed gasoline tax from
91 cents to S cents, eliminated a
S percent ceiling on tax deduc-
tions by those making more than
$100,000 a year, and added pro-
visions from the House plan — a
33 percent top income tax rate, a
25 percent alternate minimum
tax, and a 10 percent surtax on
millionaires.

Mr. Conrad also proposed
limiting the proposed $135 billion
five-year cut in agriculture pro--
grams to about $9 billion and
easing a proposed increase in
Medicare deductibles for doc-
tor’s care.

Senate leaders appeared
ready to use procedural maneu-

.vers to keep colleagues from

having to vote directly on pro-
posals to eliminate the gasoline
or other taxes.

Emergency spending legisla-
tion, which has kept the govern-
ment operating for the past
week, will expire at mldmght
Friday.

President Bush has threat-
ened to veto any extension unless

- Congress finishes an acceptable

deficit-reduction measure and
all 13 regular appropriations
bills. However, administration
officials indicated Wednesday
that Mr. Bush might agree to a
new “continuing resolution” if fi-
nal agreement is near and in-
cludes spending cuts.

White House Chief of Staff
John H. Sununu said Mr. Bush
still favors the Senate package
over a House bill that includes a
S percent income tax increase on
the wealthy — single people with
taxable income over $97,620 and
couples above $162,770 — and
would delay tax indexing for a
year.

“The White House is ready to
receive the bipartisan package
similar to the Senate package,”
Mr. Sununu said. “Get it to the.
president’s desk and he’ll sign
it.”

Senate leaders from both par-
ties were trying to do just that
Wednesday, arguing that their
plan was balanced and fair. But
with elections approaching and
many voters, industries and in-
terest groups disgruntled over

the tax hikes and spending cuts
in both the Senate and House
plans, there was little enthusi-
asm among Senate followers.

“This package, imperfect as
it is, is the best that could be
done,” Mr. Mitchell said. ‘I ask
my colleagues, for once can we
not keep in mind the national in-
terest?

“You can't pick this thing
apart one item at a time,” Mr.
Mitchell said.

At the time, Mr. Mitchell was
trying to stave off an attempt by
Sen. Steve Symms (R-Idaho) to
strip from the package a 9%2-cent
increase in the gasoline tax over
the next year and a half. The gas
tax was at the heart of the tax
side of the plan drafted by the

“Senate Finance Committee and is

expected to raise $4.6 billion this
year and $42.6 billion over five
years.

As debate began, Budget
Committee Chairman Jim Sasser
(D-Tenn.) said, “We tell the
American people that there will
be some sacrifice in this pack-
age. But we tell them at the same
time that it will be fair.”

An alternative prepared by
Democrats Sam Nunn of Georgia
and David Boren of Oklahoma
called for raising the income tax
rate for the wealthiest Ameri-
cans to 33 percent, using the $44
billion inrevenue over five years
to finance a capital gains tax cut,
a “super” IRA plan that could be
used for first homes and college
tuition, and a reduction in the
proposed gas tax increase.



Party rhetoric on budget rises

GOP hitting hard
at Democratic plan

By Julia Malone ,
Journal-Constitution Washington Bureau

WASHINGTON — With the
deadline only hours away for a
deficit-cutting  agreement, offi-
cials in the capital Wednesday
were hurling partisan slogans in
a bitter slugfest over taxes.

White House Chief of Staff
John H. Sununu set the tone with
an early-morning assault on

' Democrats in the House for pass-

ing a tax increase that “rips off
the men and women of America
who are out there working and
earning a living.”

Mr. Sununu’s response to the
House plan came as Democrats
continued to beat out their own
refrain: that their party wanted
to cut the deficit by making the
rich pay their “fair share.”

“Taxocrats” countered Re-
publicans, as ‘both sides honed
phrases more suited for cam-
paign bumper stickers than for
resolving the divisions in time to
pass .a deficit-cutting plan by
midnight Friday, when spending
authorization for the federal gov-
ernment expires.

The Bush administration hit,,

on its “working Americans™}
theme soon after the House

passed its version of the deficit-

reduction plan Tuesday night.

Chief of Staff
John H. Sununu
said the
Democratic
budget “‘rips
off” ordinary
Americans. -

The Democratic tax plan had
some politically appealing
points, since it would not raise
the gasoline tax, but instead
would raise rates for the most
wealthy. Also, Republicans have
been fighting a public perception
that their party is friendlier to
the rich.

However, the Bush aides fo-
cused on another part of the
House plan: the provision that
would suspend for one year the
adjustments for inflation that are
now built into tax brackets. That
would cost taxpayers an estimat-
ed-$36 billion over five years, ac-
cording to some estimates.

The familiar buzzwords were
repeated many times afterward.
Mr. Sununu referred to working
Americans a half-dozen times
during his combative appear-
ance on NBC’s “Today” show.

White House press secretary
Marlin Fitzwater drove home the
point during a briefing with re-
porters, charging, “What the
Democrats stand for . . . is higher

taxes on the working men and
women of this country.”

The organized assault came
after days of hearing Democrats
claim that they are the real
champions of the middle-income
working Americans.

Chief author of the House
plan, House Ways and Means
Committee Chairman Dan Ros-
tenkowski (D-IIL.), said the de-
bate was ‘“‘about who will pay.”

House Minority Leader Rob-
ert Michel (R-Ill.), responded
that the Democrats were practic-
ing “economic McCarthyism”
and the politics of class warfare.

Even in the Senate, where the
parties have worked together to
produce a tax plan, the two par-
ties sought to draw political
lines.

Sen. James Sasser (D-Tenn.),
the Budget Committee chairman,
said the Senate package “seeks
to make up for the fiscal ex-
cesses” by raising taxes for
700,000 ‘wealthy Americans
whose rates were reduced under
the policies of the Reagan admin-
istration.

At the White House, a senior
official denied that Mr. Bush is
concerned that Republicans
have a fairness problem. He said
Mr. Bush planned to continue at-
tacks on the Democrats over the
taxes. “The president is dying to
get out on the campaign trail on

these issues,” said the official,

who declined to be named.
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- Democratic Offenses

Fraud. Class warfare Economic sabotage.
Congressional Democrats, especially mem-

bers of the House of Representatives, are guilty -

of engaging inall three of these repugnant activ-

ities in the process of developing a plan to

reduce the federal deficit. Rarely have the na-
tion’s political leaders shown such arrogant dis-
regard for the national welfare.

In a blatant attempt to set class against class,
House Democrats have pushed through a budget
plan they gleefully boast will hit “the rich” with
higher taxes. This is a shameful attempt to
capitalize on — and fo exacerbate — the envy
that many poor and middle-income Americans
harbor toward their more prosperous fellow
citizens. Underlying this resentment is the un-
fair and unrealistic notion that those who have
used their skills, and their luck, to achieve out-
standing economic success in this land of up-
ward mobility deserve to be punitively taxed for
having done so.

Of course, the Democrats piously insist they
only want the “rich” to bear their proper share
of the cost of government, as if they are now
getting a free ride. So congressional Democrats
would raise the income tax rate for all who earn
more than $97,620 a year and impose a 10 per-
cent surtax on all with taxable income of $1
million a year. That the 5 percent of the people
in the highest income bracket already pay about
46 percent of the federal income taxes goes un-

acknowledged. E

But the Democratic plan is not only an exer-
cise in class warfare; it is fraudulent as well. The
“rich” would not be the only victims of its tax
scheme. By.cancelling .for one year the anti-
inflation adjustments to income tax brackets
and personal exemptions, the Democrats would
soak taxpayers at the very lowest income levels.
Their taxes would rise not only in 1991 but also in
following years. And for whom would the Demo-
crats’ proposed increases in taxes on tobacco
and alcohol be most pamful" Certainly .not the.
rich.

Imposing hxgher taxes, as the Democrats ad-

- vocate, could send the economy, already reeling

* toward a recession, over the brink. The more
money the government takes from citizens, rich
or poor, the less they-have to spend and invest
and the more sluggish the economy is likely to
become as a consequence. In pushing this plan,
the Democrats clearly are sabotaging the econo-
my at the very time it needs stimulation.

Deliver us from this kind of leadership. If this
is the best plan the Democrats ‘who control
Congress can produce, forget it. Should anything
resembling this scheme reach President Bush’s
desk, he should veto it and allow the budget-
cutting provisions of the Gramm-Rudman-Hol-
lings law to become effective and prevail until
Congress developed a truly responsible deficit-
reduction plan.
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EDITORIALS

Exposing capital gains issue
for what it is: a financial fetish

‘Painful to report; the major obstacle delaying
settlement of the deficit reduction problem in
Washington is more fetishism than finance.

From the initial meeting of the “summit” be-
tween Congressional and administration leaders,
continuous contention over the capital gains tax
has dominated the negotiations. President Bush's
flip-flopping has underscored.-the obsession with
that single issue: Tuesday he indicated he would
accept higher taxes on the wealthy in exchange
for reducing the capital gains levy. A few hours
later, he backed off. Thursday, he was again
ready to accept the deal. Both sides are overly
nervous about the political symbolism of the tax.
Its.proper place in the revenue spectrum is clear
from the actual amount of money involved: $17.5
billion — about 4 percent of total personal in-
come-tax revenues.

The Statistical Almanac of the United States
discloses that in the last year complete figures
are available (1987), net capital gains income
was roughly $135 billion. Taxed at the present 28
percent marginal rate, that would bring the Trea-
sury $37.8 billion. Taxed at President Bush’s goal
of 15 percent, it would collect $20.25 billion.

“-Democrats offered to accept the reduction if
the top tax rate for the wealthy were increased
from 28 to 33 percent (eliminating the controver-
sial “bubble” in marginal rates). The highest 1
percent income ($100,000 or more) group had
total adjusted gross income of $376 billion that
year. Increasing the tax rate by 5 percentage
points would add $18.8 billion to the Treasury —
more than offsetting the reduction in the capital
gains tax.

Bush advisers and Republican Congressional
leaders raised a point: Only half of the wealthiest
1 per cent report capital gains earnings. That
half would pay more tax on their other income
without getting any offset from the capital gains
cut. The prime beneficiaries of the deal would be
the 20 percent of the taxpayers who report capi-
tal gains and fall below the $100,000 benchmark
figure.

Later, the President said he would go along
with higher tax rates in exchange for a capital

gains cut, but that he doubted Congress would
agree. This was in a context of a maximum tax
rate of 31 percent. That would mean that those of
the upper 1 percent who had capital gains would
end up paying $8,000 a year less in income taxes.
Other proposed adjustments would cut almost ev-
eryone’s income taxes — but exact more money
from excise taxes, a greater share of which are
paid at lower income levels. _

As the dickering continues, it would be pro-
ductive if both sides would contemplate the prin-
cipal argument advanced for special tax
treatment of capital gains income: That it encour-
ages investment and fuels economic growth.

If the argument means putting the tax savings
into investment, it's small potatoes. That $17.5
billion savings would amount to only 3.6 percent
of the $487.2 billion in private "investment in
1987. Moreover, the argument is not discrete as
to the form of investment.

In 1987, capital gains income was more than
double income from dividends, $133.5 billion to
$66.5 billion. This striking imbalance indicates
more investors were churning assets in the secu-
rities markets or selling off real estate than were
buying long-term equity holdings. And taxable in-
come from interest was $164 billion, telling us
that investors are netting more from bonds —
many of them government rather than corporate
-— than from either capital gains or dividends.

The most optimistic extension of the premise
that taxing capital gains less will fuel economic
growth is that it will encourage the transfer of
capital from other types of investment to corpo-
rate stocks. But the current economic doldrums
and state of the stock market provide little incen-
tive for such investment roll-overs. Few investors
will take risks in a contracting economy.

None of the above, however, is likely to break
the spell of the capital gains tax cut fetish. But it
is strange that decisions vital to reducing a $200
billion deficit and slowing the rise of a national
debt nearing $3.5 trillion should be so long so
hung up on a paltry $17.5 billion.



The price of politicians’ impotence

. " Though they deserve part of the blame, Patti

Woodworth (the governor's budget chief) is in-
tent on exculpating herself and her boss, the gov-
ernor, from the charge of fiscal irresponsibility.
They could use some Teflon: State agencies face
troubling layoffs, dented programs, and emascu-
lated services.

Parents are upset because their children’s
teachers have been reassigned. Social-service ad-
vocates are livid watching hard-won programs
disintegrate. Regulators are depressed as their
effectiveness is clipped.

The- economy, according to Woodworth, is a
thing beyond understanding. Unknown variables
determine whether the state is in the pink — or
in the red. Such forces defy charting. Naturally,
then, the current crunch caught her unaware.

“If our economists could predict what's going
to happen a year from now, they wouldn’t be
working for state government. We're always
wrong; it's just a matter of degree. I can’t predict
next year, much less five years out.”

Granted. Economic prognostication is a risky

business, equal parts art, science, and voodoo.

Whoever predicts is guessing, and sometimes
those guesses become self-fulfilling prophecies.

Even so, a budget chief need not be a genius
to notice that tax receipts have fallen short of
projections two years in a row. Most Floridians
weren't born yesterday, and neither was this bud-
get crisis. : )

What's more, Martinez’ reaction to fiscal dips
generally makes matters worse. Read these ex-
cerpts, eerily prescient, from a paper produced
by Florida TaxWatch Inc., titled The. State of
Florida Is Bankrupt: “Florida TaxWatch is ex-
tremely disappointed in the lack of concern ex-

hibited by the Governor and Legislature in ad-
dressing the precarious fiscal situation facing the
state and its citizens.

“The continued decline in general revenue re-
ceipts for the balance of the current fiscal year,
and a further lowering of revenue projections for
1990-91, requires an immediate re-examination of
how the state protects its citizens from a reduc-
tion in critical-need services brought about by
economic decline or natural disaster....

“The-all too easy answer has been across-the-
board cuts when revenues decline, TaxWatch is
the foremost proponent of eliminating waste, and
unnecessary and inefficient programs from state
government. However, by not having an ade-
quately funded Working Capital Fund, no option
other than program reductions exists.”

These facts were true on the date of this docu-
ment — April 20, 1990. They were true the year
before. They are true now.

“The Governor and Legislature either are
more concerned about their respective political
fortunes, or truly don't know how to protect the
state in times of emergency.”

Alas, both assumptions are on the money.

Whoever is elected governor Nov. 6 must
commit himself to establishment of an adequate-
ly stocked Working Capital Fund. (“Adequate” is
somewhere around 5 percent of general revenue
receipts; 10 percent would be better.) And the
Legislature must resist temptation to squander
needed reserves on turkeys.

The Governor’s Office can’t be faulted for not
predicting -exactly where the economy would
wend. But the governor, his economists, and state
lawmakers are accountable for their impotent re-
sponse to an utterly predictable hardship.
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Budget row hurts
nation in drawing
foreign dollars

‘Crisis sending ‘very
bad message to
world financial
community’

By Miles Benson

NEWHOUSE NEWS SERVICE

WASHINGTON — Americans
are not alone in their disgust at the
_ federal budget fandango.

Foreign eyes are also watching
with disdain, and that has had seri-
ous economic consequences, say
many financial experts and politi-
cal leaders. Among them are less
foreign investment, higher interest
rates, lower stock prices and sink-
ing real estate values.

On-again, off-again deficit-cut-
ting schemes “make our country
look as though we can no longer
govern ourselves,” said Rep. Bill
Green, R-N.Y., who represents the

financial centers and the corporate .

towers of midtown Manhattan.
“This is very damaging to the
country. It's giving a very bad mes-
sage to the world financial commu-
. nity.”

Michael P. Andrews, a director
at Salomon Brothers Inc., the giant

international investment banking

concern, said the United States’
reputation as a safe haven for for-
eign capital was eroding every day.

“T've been in Australia, Europe
and Japan, and people have been
saying to me, for the first time, that
they worry about whether money
they put into the United States will
be retrievable some day because
‘the United States seems less and
less a reliable economy,” Andrews
said.

The Commerce Department re-
ports that foreigners spent 30 per-
cent less in the first six months of
this year buying existing compa-
nies or opening new ones in the
United States than they did during

the same period last-year. Pur-

chases of American stocks and
U.S. Treasury securities by for-
eigners also are down sharply.

That means the U.S. govem;

" ment would have to pay .higher

interest rates to attract foreign
money and to get domestic money
invested in government securities.

- Borrowing ever-larger amounts at
-‘hxgher costs, in turn, would in-

crease the federal debt, diverting
funds from productive, job-creat-
ing activities such as investing in
new plants and companies.

. ! .
“What’s going on is a loss of

. confidence in the ability of the U.S. -

government, and perhaps the sys-
tem, to generate any sort of budget :

discipline,” said Marcos Jones,

first vice president of Deutsche :

Bank Capital Corp., a subsidiary of
Germany'’s largest bank.

The United States finished the
fiscal year that ended Sept. 30 with
a $220 billion deficit, “and we're
getting ready to be comfortable
with a $300 billion deficxt this
year,” said Jones.

“When you are a big borrower,
it's best to show a certain image of
self-discipline, because if you don’t
discipline yourself, then your lend-
ers will discipline you,” said Neil
Soss, an economist at the First
Boston Corp.

“We look like a sinkhole of pub-
lic spending,” said Robert Brusca,
chief economist for Nikko Securi-
ties International, a large Japanese
investment banking firm.

“Foreigners are becoming in
some ways more disenchanted,” he
said. “They are less ready investors
in our stocks and bonds this year.
They are net sellers. That tells you
more than anything else. They are

voting with their pocketbooks. And

Americans are going to see it in
higher interest rates and possibly a
deeper recession.”
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it’'s No Deal-It’s A Blank Check!

With Congress and the president
unable to do their job of coming to

~grips with the huge deficit problem,
and with the American people irate
over proposals for higher taxes and
spending cuts, a new approach has
been attempted to keep the govern-
ment running, at least till Oct. 19. But
what has been worked out is no sound

.solution. It’s just a blank check de-

_signed to raise taxes even more and

-Still leave a series of staggering budget
.Qeficits over the next five years.

" . The package that was originally

"proposed, and then wilted under voter
heat, suggested about $135 billion in
‘new taxes and some program cuts to

-result in what was claimed to be a $500

Dillion deficit reduction over five

-Years. It was a fraud, because its pro-

-ponents declared congressional com-

-mittees would have “flexibility” in ap-

. plying its terms, meaning they would

-shift the tax-and-cut package and

‘“dodge really effective deficit reduc-
tion.

=~ . But when the people protested in

-po-uncertain terms — particularly op-

. posing a 12-cent-per-gallon increase in

:4he gasoline tax and cuts in Medicare

“benefits along with added costs — the

.House of Representatives quickly

ZPacked away.

o-: That left the government broke

:and without any kind of budget for the

=1991 fiscal year that began Oct. 1. So

~iechnically the government “shut
~ddwn” over the long Columbus Day

..Weekend.

"= But the story wasn’t just inconven-
ience to tourists who couldn’t visit the
Washington Monument and the Statue
of Liberty. The real story was congres-
_sional failure to do its job — not just in
Tecent days but over many years.

Democratic Senate Majority Lead-
er George Mitchell. who hasn’t been
right about much lately, was right
when he said. “Tonight we reap the
bitter harvest of a decade of national
indulgence.”

Congress can't escape the major
weight of blame. But in fairness, we
must note that “we. the people,” de-
serve blame, too. The reason Congress
votes to spend too much is that is the

- way to buy “our” votes to keep repre-
sentatives and senators in office. Wit-

ness the present mess: The people pro-
test higher taxes, rightly, but also pro-
test spending cuts, wrongly. How can
deficits be overcome without spending
cuts?

The latest bill, passed by a desper-
ate House with a vote of 363 to 3 and by
the Senate in an uncounted voice vote,
does not solve anything. It just keeps
the government going for a while with
the suggestion that the previously re-
jected $135 billion in tax increases be
raised to $145 billion so the proposed
spending cuts may be reduced by about
$10 billion. Does that sound like real
deficit reduction to you, especially
when the same bill raises the legal
debt limit to $3.195 trillion? :

Sen. Phil Gramm (D-Texas), whom
we should fervently thank for his
Gramm-Rudman-Hollings deficit-re-
duction plan that, with its imperfec-
tions, at least is forcing some effort at
remedial action, soundly said of the
stop-gap measure adopted: “I'm not
going to sign onto this fill-in-the-blanks.
package.”

He’s right. Congress needs to be
told to make real budget cuts, with “No
new taxes” — and the American peo-
ple need to face the fact that “we” are
going to have to take cuts in many of
our “pet” handout and benefit pro-
grams if the deficit crisis is to be
solved. Neither Congress nor the peo-
ple seem ready to face the facts. Many
in Congress need to be removed; many
in the public need to face responsibili-
ty, too.

Congress does not tax too little. No
new tax is justified. Congress does
spend too much — even now proposing
to raise spending beyond the deficit-
ridden budget of last year.

We need to take the money that is
coming in, apply it to necessities of
national security and human need and
cut the rest.

Now here is a tempting idea: Be-
cause a budget outline had not been
agreed, the federal government was
faced with the prospect of “shutting
down” today. Maybe what ought to
happen is to pick the many parts of
federal government that are not essen-
tial and “shut them down,” not tempo-
rarily but permanently.Then we might
get lots of relief.



