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Part V

7. Macro-Reaganomics: the Latest
Since we have begun this series, the Reagan record has become so putrid that even the right-wing of our movement has fallen into a conspicuous silence about their erstwhile Hero. Our assaults on the Reagan performance have lately been pushing on an open door.

Inflation has dramatically “abated,” but interest rates remain very high, clearly because the public and the market understandably distrust the enormous and unprecedented deficits and the fact that the Fed has been quietly pouring in more money since last October at the whopping annual rate of 10 per cent. All this means an imminent reflation, high interest rates, and a big increase in both once a boom reappears.

For the last several months, the Reagan Administration has been desperately attempting to deflect the attention of the public from its rotten record. In addition to scapegoating the Democrats and the Carter Administration, the Reaganites have thrown up a series of razzle-dazzle gimmicks to try to gull the voters.

First, trotted out in last-minute desperation at the 1982 State-of-the-Union message, was the New Federalism (remember that one?). Even the original version was so vague and so pie-in-the-sky (taking a decade to go into effect), that it was difficult to take it seriously or to figure out whether federal spending or each state’s spending, would go up or down as a result. But, in offering to assume all state Medicaid costs for the federal government in exchange for shifting welfare and food stamp costs to the states, it was at once clear that Reagan was offering to shoulder the fastest-growing expenditure of the three (Medicaid) by the federal government, so that the feds would probably wind up spending more money than ever before. In addition, Robert Carleson, White House aid in charge of welfare, was reportedly unhappy because the proposed swap would be setting the stage for national health insurance from the next administration.

Now, the Reagan Administration has caved in even more, since it is now offering to keep food stamps for the feds, and only shift welfare to the states. More and more, the New Federalism is looking like the same old galloping statism under the cloak of Reaganite rhetoric.

When the New Federalism failed to fly, the next gimmick adopted by Reagan was the balanced budget amendment, which has been kicking around for a long while, and has now been introduced in the Congress. The President must get high marks for unmitigated gall; here he is, presiding over by far the biggest budget and the biggest deficit in American history, and still attempting to curry favor with opponents of Big Government by self-righteously urging a constitutional amendment for a balanced budget! How can Reagan keep getting away with his favorite ploy of being Head of State and yet still sounding like a private citizen reading oppositional anecdotes attacking Big Government from his eternal 3x5 cards?

Furthermore, the main balanced budget amendment before Congress is so namby-pamby and so attenuated that it would probably be better if it were defeated right now. First, Congress is not required to balance the actual budget, but only its estimates of future budgets, estimates which are notoriously vague and chronically inaccurate. Second, there is no enforcement procedure to bring Congress to heel. Deficits are right now against the law, though not yet unconstitutional, and yet no one pays any attention to the continuing violation, let alone proceed to incarcerate some erring Congressmen. Third, it is absurdly easy for Congress to override this solemn amendment, ranging from a mere majority to a three-fifths vote. Even easier than overriding the constantly abused statutory limit on taxes would tie tax revenues to a percentage of the “national income.” It is truly absurd to enshrine a slippery concept such as “national income” in to the basic law of the land. Who knows what “national income” is? This is not a precise or scientific concept, but whatever government statisticians say it is. For example, every time the government hires a bureaucrat, the salary is counted as a per se addition to the “national income.” The saints preserve us from Friedmanites (for such they are) adding their mumbo-jumbo to an already much-abused Constitution!

