
THE GOOD AND THE BAD 

ABOUT THE BUDGET DEAL 
 

 

As you surely know by now, the Congress is certain to pass, and the President has said he 

will sign, a “budget deal.”  Reactions have been sharp in both the “thumbs up” and the 

“thumbs down” directions – as seems to be the case with just about everything 

substantive in Washington these days. 

 

But that is not just a reaction to form.  Viewing this deal from just about any perspective, 

there are things to like, and there are things to dislike.  In fact, picky eaters could dispute 

whether this really is a “budget deal” or not.  I don’t want to be a nit picker, but if we 

want to see what is coming in the next few years, it is worth taking just a few pains to 

look closely at what it is that we have now.  And for that matter, some of the early 

commentary has been less than precise about this legislation that is becoming law in 

Washington. 

 

So let’s take a moment to identify the good, and the bad, in this budget deal. 

 

Good.  Republicans and Democrats agreed on something in Washington.  This is not just 

good, it’s good news.  Major recent economic legislation, like the debt-limit deal in 

August of 2011 or the tax agreement early this year, has been about as much like a 

meeting of the minds as a head-on car crash.  Unlike the economist’s theoretical mutually 

agreed-upon voluntary exchange between two winners, those agreements have had 

casualties instead.  This time seems a little different.  Both sides seemed to get a bit more 

of what they wanted, and to walk away from the table a little closer to a smile. 

 

Bad.  But Republicans and Democrats didn’t agree on much.  The scope of the agreement 

was extraordinarily narrow (see below for details).  Unlike some legislative deals that 

seem to build a base for further cooperation, this time seems much more like a one-off.  

The lead Democratic negotiator, Senator and Budget Committee Chair Patty Murray of 

the State of Washington, has said as much.  And the lead Republican, House Budget 

Committee Chair Paul Ryan of Wisconsin, has talked about his side’s likely demands for 

the next round of crisis.  (More on that later, too.) 

 

Good.  By all appearances, this deal was delivered early.  The last temporizing legislation 

set the expiration of the current extension of appropriations on January 15 of 2014.  This 

deal is being delivered almost a full calendar month before that date.  By recent 

Washington standards, that seems almost as though the two events would be taught in 

different history courses in college. 

 

Bad.  This deal might appear to be early, but appearances can be deceiving.  The 

conference committee that produced this deal was nominally tasked to produce a budget 

resolution.  The budget resolution for fiscal year 2014 was due on April 15, 2013 – 

exactly nine months, or one full-term human pregnancy, before that January 2014 

deadline.  So much for an on-time delivery.  Furthermore, some of the most important 



Members of Congress had given the negotiators a deadline of almost two weeks ago for 

even this belated agreement; more details on that later. 

 

Good.  The press has cheered that we now have “a budget” – a truly novel state for 21
st
 

century Washington.  Given that this deal is the product of a budget resolution conference 

committee, it is fair to note that the nation has not had a budget resolution since fiscal 

year 2010.  (To pick a nit, those who contend that the nation has a budget problem 

because it has not had a budget arguably have the causation backwards.) 

 

Bad.  However, what we have today is not a “budget” – far short of one, in fact.  A 

normal “budget resolution” includes detailed budget projections and economic 

assumptions, and might include “reconciliation instructions” that can direct all of the 

congressional committees with jurisdiction over entitlement programs or taxes to produce 

policy changes that reduce the deficit.  Those program changes then would proceed 

through the Congress with parliamentary privilege – most notably, limited debate (that is, 

protection from filibuster) in the Senate, and therefore enactment with as few as 50 votes 

from Senators (plus the Vice President’s tiebreaker).  Thus, a budget resolution can be a 

major step toward substantial changes in policy.  This budget “deal” has none of those 

attributes. 

 

Good.  But this budget deal did produce the one number that it was most urgently 

charged to do, and which every budget resolution in every year must produce – and that 

is a single target number for total annual appropriations.  Without such an overall target 

number, it always is extremely hard to pass appropriations bills in the Senate.  But this 

year in particular, that number was the major hangup in the recent government shutdown.  

The House was aiming for a lower target, and could not agree on appropriations bills 

within that tight limit.  The Senate was using a higher target, and was having less trouble 

producing appropriations bills, but those bills would not have met the House’s limit and 

would not have passed the House.  Now the House and the Senate have a single target, 

and some news stories have gone so far as to say that the risk of a second government 

shutdown on January 15 has been averted. 

 

Bad.  But those news stories have it wrong.  This budget deal has not hit the target; it has 

merely identified the target.  To avert a shutdown in reality, the Congress must enact 

appropriations legislation that the President will sign before January 15. 

 

Good.  The odds are that the Congress will be able to work out an appropriations deal 

without a shutdown.  After all, the Congress has agreed on the compromise number in 

this budget deal.  And it seems almost certain that the compromise number was cleared 

with the two Appropriations Committee Chairs – Senator Barbara Mikulski (D-MD) and 

Representative Hal Rogers (R-KY).  You might assume that to ascend to the 

chairmanship of the Appropriations Committee of either chamber, you would need to be 

a pro with a good sense of where the Members of your Committee stand, and where the 

members of your party stand.  And you would be right.  They could pass legislation that 

would finish the job for the fiscal year, or they might extend appropriations temporarily – 



a “continuing resolution,” or CR – to give the Congress more time past January 15 to 

work out a final deal. 

 

Bad.  However, the current political environment is about as clear as mud.  House 

Speaker John Boehner (R-OH) has read his own caucus wrong several times.  The Tea 

Party is a wild card, as Republican House Members and Senators begin to smell primary 

challenges and to fear that they might fail to achieve re-nomination if they do not toe the 

line.  Although the more-extreme elements of the Democratic party do not have such a 

widely known label, they also have the numbers to upset an excessively moderate 

Member in a primary election.  The Appropriations Chairs might know their own 

Committees well, but they probably know their full caucuses somewhat less well.  

Furthermore, they will not really know whether they can write appropriations bills (or 

more likely, a single “omnibus” bill) within that target number until they really try.  They 

asked the budget negotiators to get them a deal by early this month so that they would 

have about two weeks to start writing appropriations before the Congress recessed for the 

holidays.  Instead, the deal is still stumbling toward the finish line, and the House already 

has gone home.  The appropriators will have to start actually writing their legislation after 

the holidays, with less than two weeks before the January 15 deadline.  Then, they will 

have to try to satisfy the very different interests of the Republican House and the 

(filibuster-prone) Democratic Senate, including the substantial numbers – though, to be 

sure, a minority – who voted against this initial deal.  So, yes, it is great that the budget 

negotiators have reached a deal; but it is not a sure thing that this deal will be brought to 

fruition in final appropriations legislation for fiscal year 2014 without another 

government shutdown. 

 

Good.  But the compromise that was struck in this deal does include some modest relief 

from the very painful sequester of annual appropriations – also called “discretionary 

spending” – over the next two years.  It is not a shock that this deal obtained majority 

support in both chambers of the Congress.  The sequester cut the already reduced levels 

of spending that the Congress enacted under the pressure of the August 2011 debt crisis, 

winding up significantly below the discretionary levels recommended by the Bowles-

Simpson and the Domenici-Rivlin bipartisan task forces.  Only a minority in the 

Congress actually wanted those additional cuts that the sequester would impose.  The 

sequester was supposed to be an action-forcing event, and it took effect only because it 

forced no action; it succeeded because it failed.  It was supposed to motivate cuts in the 

rest of the budget, not to take effect as written.  Once the Congress began to look at the 

effects of the sequester, many Members blanched.  Some dreaded the effects on national 

defense; some feared the effects on domestic spending; and some balked at both.  This 

budget deal addressed that concern by making the fiscal years 2014 and 2015, the worst 

two years under the sequester, slightly more bearable. 

 

Bad.  However, the budget deal leaves in place the sequester spending levels of 2016 and 

beyond.  Though most Members of Congress are relieved at the slightly higher spending 

levels for 2014 and 2015, it will be highly painful to write appropriations bills even with 

that relief, and it will become increasingly difficult to enact bills with each succeeding 

year.  Thus, we may need to replay the awkwardness of this budget deal in just a couple 



of years – though after the 2014 congressional elections, which was a major part of the 

point for the players this time around. 

 

Good.  But making this budget deal attractive to some Members of Congress will be the 

deficit reduction that it already has achieved.  A budget resolution can lay plans for 

deficit reduction.  It can even facilitate deficit reduction by mandating a reconciliation 

bill that is not subject to filibuster.  But a budget resolution itself cannot actually achieve 

deficit reduction.  A budget resolution is enacted as a concurrent resolution, not a bill.  It 

is not signed by the President, and it does not become law.  Thus, it can lay down binding 

rules only for the Congress itself.  In contrast, this new budget deal is being passed as an 

Act of Congress, it will be signed into law, and it does itself include deficit reduction.  

And over the next ten years, this deal will reduce the deficit by about $23 billion.  

Advocates of the deal are touting it enthusiastically on this ground. 

 

Bad.  But $23 billion in budget savings isn’t real money any more.  In current terms, it is 

the metaphorical drop in the bucket.  CBO’s projected cumulative deficits over the next 

10 years – the duration of this budget deal – came to $6.340 trillion.  So the $23 billion 

reduction is approximately 1/276
th

 of that – about 0.36 percent.  One could say with some 

optimism that “it’s a start” – if there were any realistic prospect that there were going to 

be a finish.  Sadly, there isn’t. 

 

Furthermore, even those limited budget savings will strike some as not fully real.  It is not 

only that those savings occur in future years rather than the current budget year; if as a 

matter of principle we cannot plan for the future, we’re sunk.  But for one example, $28 

billion – or more than the total net savings of the package – comes from extending the 

sequester’s automatic entitlement cuts (not the discretionary spending cuts, relief from 

which was the main object of this exercise) into the ninth and final years of the 10-year 

budget window.  That will sound artificial – it certainly isn’t structural – to many 

congressional critics. 

 

The budget negotiators did a really good job of keeping their cards close to their vests, so 

that affected groups learned about the oncoming train only when it was truly upon them.  

That can be necessary to prevent lobbyists from mobilizing and killing a painful but 

essential deal.  However, those affected groups are sure to try to take this game into extra 

innings.  Their pitch will be that they were asked to sacrifice while virtually no one else 

was.  This is a small deal; it doesn’t solve the budget problem; so undoing their part of 

the package will not markedly change the outcome.  Why should the flying public make 

larger contributions toward airport security?  Don’t they pay enough already?  Isn’t the 

war on terrorism everybody’s business?  And why should our men and women in uniform, 

those in harm’s way for us, have to look toward a future with retirement benefits that do 

not keep up with inflation?  Expect to hear these and similar arguments next year, when 

the Congress returns from its holiday break. 

 

Good.  Advocates of the deal point out that the pre-existing discretionary-spending 

sequester, beyond being arguably excessive, did not address the root of the budget 

problem.  Annual appropriations have not been growing relative to the size of the 



economy, and are not projected to do so.  The budget and spending problem is on the 

entitlement side of the budget, not on the discretionary side, and so this deal, in providing 

relief for discretionary spending and more than paying for that relief with entitlement 

spending cuts, is shifting the emphasis to where the real budget problem lies. 

 

Bad.  This argument is accurate, so far as it goes.  But it stops far short of the underlying 

reality.  The budget and spending problem is on the entitlement side, but it is solely in the 

healthcare part of entitlements.  This deal does virtually nothing to curb healthcare 

spending, and it does precisely nothing to do so in a structural way.  It does not “bend the 

cost curve” in any way, shape or form.  So just as the deal has a trivial numerical impact 

of the problem, it does not begin to open the door on a substantive solution. 

 

Good.  Approaching the bottom line, we have come through years of almost constant 

budget turmoil, including such nodes of chaos as the debt crisis of August 2011, and the 

government shutdown this year.  This budget deal, if taken at face value, offers peace 

(after a fashion) to men of good will (or at least a basic willingness to cooperate, when it 

is in their own interest) for almost two years – until the fiscal year 2016 appropriations 

deadline approaches on September 30, 2015.  Some will argue that such stability is what 

the nation really needs, so that the major economic actors can begin to build some 

confidence and plan for the future, investing and hiring and generating economic growth. 

 

Bad.  But others will fear that what the nation will get is not stability, but complacency.  

That line of analysis holds that we got this deal not because the Capitol Hill actors 

decided to pursue the nation’s interest, but because they perceived that a changing 

political environment changed the strategy that would advance their self-interest.  Some 

players decided that another shutdown would hurt their electoral prospects.  The other 

side concluded that their programs would be more disrupted and would receive less 

funding in the end if they did not cut the best deal they could get right away.  So both 

sides are more than willing to follow a strategy of delay and denial, while the underlying 

problem festers. 

 

The most unalloyed Keynesian economists say that the nation’s major problem is 

economic weakness, and that we do not need deficit reduction now.  That simple 

statement is arguably true.  But its naïveté is that it misses the constant and rapid buildup 

of public debt.  The consequences of debt are suppressed for now because we are the 

best-looking horse in the glue factory, and so the rest of the world remains happy to lend 

to us because they see no better alternative.  But the day will come when interest rates 

will begin to rise – perhaps for a reason as innocent as the resumption of better-than-tepid 

economic growth – and at that point the mass of debt will impose enormous leverage on 

the cost of debt service in the budget, to the detriment of public and private finances alike. 

 

And the next two years could hold worse than blissful complacency alone.  This budget 

deal does nothing to forestall the next round of tension over the debt limit, which is 

scheduled to begin on February 7.  It may well be that the same force of political self-

interest that motivated stability on the appropriations front will induce a glide-by on the 

debt ceiling as well.  But that outcome is not foreordained.  Some of the political players 



who believe that they took one for the team in signing off on this deal may want 

compensation in the form of crisis when the debt-limit game starts again next year.  As 

noted earlier, House Budget Chair Paul Ryan already has begun to muse in all of the 

privacy afforded by national network television about “what we want for a debt-limit 

increase.” 

 

Conclusion.  Clearly, this telling of the budget-deal story has been written to achieve 

more plot twists and turns than normally is appropriate in non-fiction.  But the emerging 

point is valid.  This deal embodies enormous ambiguity.  Even a straightforward 

examination shows numerous pluses and minuses.  A deeper analysis requires the choice 

of an alternative.  If it is this deal or another shutdown, then certainly, take the deal.  But 

the deal is by no means a resolution of our long-term fiscal problems. 

 

Most of the players on both sides of the political aisle surely realize that the budget 

problem remains, and that the problem is health care.  They surely understand that the 

longer we wait to address the problem, the harder and more painful it will be.  But no one 

has the will to touch it.  Partly that is because each side hopes that the next election will 

deal it a royal flush.  Partly, as well, it is denial and avoidance.  This budget deal serves 

both of those motives.  So we may have avoided a sequester.  But we have not avoided 

something potentially far worse.  CED will continue to push for a comprehensive solution 

– we think our Savego idea would be a great start – and we hope that we can have your 

support and active involvement. 


