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agreement in its first congressional test on October 5. With this defeat, the Bush administration decided to allow
the Democratic leadership to formulate a new budget package that could pass the House and Senate. A revised
budget resolution was quickly passed, and Congress then approved a budget reconciliation bill to implement
the Democratic deficit-reduction program. This program, however, was quite different from the previous
budget agreement. Revenue increases were larger, and much heavier tax burdens, including higher marginal
rates, were imposed on upper-income taxpayers. Entitlement savings were sharply reduced. Of the
approximately 480 billion in 5-year deficit reduction, only 75 billion came from entitlements and mandat or y
spending, compar ed t o 190 billion in 26 discretionary spending savings. In sum, the 1990 OBRA legislation was
a policy victory for congressional Democrats. The administrations lone success was in persuading Congress to
retain multiyear budget process controls. Discretionary spending caps and pay-as-you-go ( PAYGO ) li mitson
r evenues and entitlements were the main enforcement provisions under this new approach to deficit reduction,
and these same feat ur es wer e i ncor por ated i nto t he Clint on administrations deficit-reduction program 3
years later. The impact of the 1990 law on budget deficits was obscured by the economic slowdown that
continued through 1991 and 1992. When OBRA 1990 was enacted, for example, the deficit for FY 1993 was
expected to be approximately 215 billion. The actual deficit during FY 1993 instead r eached 290...
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