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(1) The “Andrews Summit.”  The so-called Andrews Summit refers to the bipartisan negotiations among 23 leaders of Congress and the Executive Branch that produced the 1990 Budget Agreement.  The negotiations took place under the overall direction, and with the periodic participation, of the President, the Speaker of the House, the Senate Majority Leader, the House Majority Leader, and the House Minority Leader.  The Summit group included the leaders of the budget, tax, and appropriations committees, the President’s chief of staff, the Secretary of the Treasury, and the Director of OMB.
· Aside: “Andrews Summit” is partly a misnomer.  The word “Summit” is appropriate.  But the use of “Andrews” is unfair to those who feel the negotiations may have given the Air Force base a bad name.  In reality, the negotiations took place in several different locations over the course of many months: in private offices, the Capitol, the White House residence, and the West Wing, in addition to the location for which the negotiations were named.
(2) The Product.  Almost the entire summit Agreement was enacted (on November 5, 1990) – the largest deficit savings program in the history of the United States (relative to then-current law and baselines).

· Aside: The 1990 Act happened also to be the largest program of deficit savings in the history of the world, although that is not the way it is usually remembered (!).
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· Further aside re mistaken memories: Unfortunately, even though only 28% of its savings came from tax provisions, the 1990 Act is often mistakenly remembered as if it were principally a tax increase.  That is because it was linked with the political controversy concerning President Bush’s courageous decision to put his “no new taxes” pledge aside (and incur obvious personal political cost) in favor of the larger public interests at stake.  Indeed, because the tax issue was used as a political litmus test in some quarters, many of the people who eagerly negotiated the successful Summit Agreement subsequently seemed to misremember whether they were involved at all!

· Further still: The Agreement is sometimes mistakenly spoken of as if it did not even get enacted!  That is because the remarkable success of the Summit was overshadowed by the attention given to Newt Gingrich’s highly visible political decision to lead a revolt against his fellow negotiators and the President.  The Gingrich revolt temporarily slowed the process of enactment.  But, in fact, almost all of the Agreement was enacted.  The Gingrich revolt merely forced the adoption of a few minor changes in order to gain the votes necessary to replace those led away by Gingrich.  The most notable of these minor changes was the replacement of a small gasoline tax increase (which might have been good energy and environmental policy) with a small change in income tax rates (raising the top rate from 28% to 31%, while eliminating the “bubble” rate of 33%).
(3) The Precedents.  The Andrews Summit is often treated as if it were an unusual way to proceed.  In fact, such summit-style negotiating mechanisms had been used with some consistency in the Reagan years – when action was required on politically controversial issues that could only gain enactment on a bipartisan basis: notably, the deficit reduction program of 1982, the Social Security reform package of 1983, and the post-crash deficit reduction effort of 1987.  

(4) The Substance.  Although often treated rhetorically as if it were principally a tax increase, that characterization reflects an absolutely fundamental misconception.
(a)  Two facts give a sense of proportion: (i) The 1990 tax increase was less than half President Reagan’s 1982 tax increases, measured as a percent of GDP.  (ii) As noted above, the 1990 Act’s savings from tax measures amounted to only 28% of the total savings in the Act.  The remaining savings (the other 72%) were accounted for by limitations on the growth of spending.  
(b)  Some of these spending limitations were through entitlement reforms of several broadly-based middle-class entitlements.

(c)  Some of the spending limitations were through explicit caps on discretionary spending.  For the first time, such caps were made enforceable with mandatory across-the-board cuts to correct for any appropriation that might otherwise exceed the caps (with potential criminal penalties for any expenditures that violated these rules).  
(d)  Other important limitations were indirect.  For the first time in federal budgeting, effective limits were placed on the then-exploding growth of credit programs – which were forced to account for implicit or explicit subsidies, and to treat these as up-front costs subject to budgetary limits.
(e)  Perhaps the most important of the limitations was the so-called “PAYGO” provision.  It introduced the surprisingly radical notion (for U.S. budgeting) that any new entitlement spending or tax reduction should be paid for!   That is, any such entitlement or tax measure that might increase the deficit should be offset by counter-balancing measures at the time of enactment.  This forced the political system to consider the unpopular along with the popular, and had a predictable effect: No significant new entitlement program or tax cut was enacted until the discipline of PAYGO was allowed to lapse many years later.
(5)  The Economic Effect.  Although at the time, critics of the 1990 Act confidently forecasted that its modest tax increase would cause a recession (or worse!), the Act was followed almost immediately by the longest period of sustained economic growth in the history of the United States.  
· Of course, the 1990 Act was not the sole cause of this growth.  But it is at least noteworthy that the 1990 Act and the 1993 Clinton deficit reduction program that followed happened to come at the start of a period of economic growth that lasted from March 1991 until the start of the second Bush administration.  One of the many favorable byproducts of the spending control and sustained growth was the fiscal surplus that developed in the course of the 1990s.
Note: In assessing the return to surplus in the ’90s, CBO and other analysts have estimated that the 1990 Act contributed about 60% of the effect caused by the enactment of policy changes.  (The 1993 Act contributed about 40%.) 

· Aside re the mistakenly alleged 1992 “recession”: Republican politicians and political managers did Democrats a favor in the presidential election year of 1992 by allowing their distaste for the 1990 Agreement to allow them to characterize the economy as in “recession” (as if a recession had been caused by the allegedly misguided tax increase, as some of them had predicted it would be).  Naturally, Democrats did nothing to discourage the perception that the economy was in recession.  In point of fact, the National Bureau of Economic Research (NBER) officially dated the start of the brief 1990 recession as August 1990 (right after Saddam’s invasion of Kuwait, when interest rates spiked).  That was three months prior to enactment of the 1990 Act – and five months before its tax provisions went into effect.  NBER dated the end of the brief 1990 recession as March 1991.  The official record shows that the economy grew for the rest of 1991, and in all four quarters of 1992!  In 1992, there not only was no recession; real GDP went up in each of the four quarters as follows: +3.1%, +2.4%, +3.5%, and +5.4%. 
(6)  Circumstances that May Require Comprehensive “Summit” Negotiations.  Summit negotiations may be required when these three basic conditions are met:
(a)  No single political party controls both houses of Congress and the Executive Branch.

(b)  The substantive problem to be addressed is very large, including major elements that stretch across several Congressional committee jurisdictions – and the character of an effective solution requires that these separate elements be treated in a way that coheres logically and practically.

(c)  The character of the likely solution involves major political risk to both political parties – risk that could be mitigated by: (i) a comprehensive solution that offsets the unpopular with the popular; and (ii) a process that provides political “cover” – allowing each side to claim victory without harming the other.
(7)  Necessities for Successful Negotiations.  The fact that circumstances may require Summit negotiations (as above) is not sufficient to ensure that such negotiations will have a reasonable chance of success.  For Summit negotiations to succeed, these minimum conditions must be met:

(a)  Commitment.  The parties must all believe – and be committed to the view – that the circumstances require a comprehensively negotiated settlement.  If key parties do not share this view, they must be persuaded of its merit prior to the start of the negotiations.
(b)  Trust.  The parties must have a basis to trust that the ground rules for the negotiation will be honored.  This trust may be derived from prior experience in dealing with each other, or from a judgment about the dictates of the circumstances.  But it must be present.
(c)  Prior Consultations.  On the basis of preparatory consultations, the parties must believe that there is a reasonable possibility that a mutually agreeable solution might be found – and that no arbitrary constraints will limit areas of possible exploration that may be required by a fair-minded and politically-sophisticated analysis of the merits.

(d)  Confidentiality.  The negotiations must be conducted in a manner that preserves complete confidentiality until they succeed (or until it is clear that they cannot continue). Note:  While there are good grounds for insisting on openness and transparency in many contexts, the conditions that necessitate a summit negotiation are generally such that progress can only be made if the negotiations can be conducted in confidence until trust is solidified and substantial agreement is within reach. 

(e)  “Nothing’s agreed ’til everything’s agreed.”  The negotiations must proceed on a basis that assures that participants are free to volunteer or accept controversial or politically risky elements of a possible solution – in the spirit of exploring a hypothetical compromise – with the understanding that: (i) such acceptance is conditioned upon certain other elements of a potential solution being met; (ii) participants are free to disown such conditionally or hypothetically accepted elements if the overall solution is not satisfactory to them. 

(f)  Qualified Negotiators.  The executive branch must be represented by negotiators who have the capacity to speak authoritatively, promptly, and reliably on behalf of the President.  Such representatives must be good at the arts of negotiating.  (Note: Representatives of the legislative branch, being committee chairman and ranking members, tend to have developed these arts through years of experience in trying to forge agreements and consensus.  This is sometimes not the history of key members of the executive branch.)
(8) The Current Context.  At this writing (March 13, 2007), there are several major public policy problems that would seem to require comprehensive summit negotiations (e.g., budget and entitlement policy; energy and environment policy; Iraq policy).  All three of the summit-related circumstances noted at (6) above are present with respect to these policy problems.  But few of the conditions required for successful summit negotiations (as noted at (7) above) are present for any of these problems.  .  .  . 
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