Money Talks

Robert Rubin remembers Clintonomics.

By Steven Mufson

he thought of Robert Rubin
Tever writing a memoir would

have struck those of us who
met him during his first weeks in
Washington as far-fetched. In his
debut luncheon with reporters and
editors at The Washington Post, the
understated former co-chairman of
Goldman Sachs seemed barely able
to ask for a cup of coffee without let-
ting his young, garrulous aide Gene
Sperling speak for him.

That was before federal budget
battles, the Asian financial crisis, the
Mexico rescue, and the roaring "90s
economy turned Rubin into one of
the most widely recognized U.S.
Treasury secretaries ever, adorning
the covers of newsweeklies and
briefly (if implausibly) rumored to
be a possible vice presidential candi-
date for Al Gore.

Now, a decade after his arrival in
Washington, a more politically sea-
soned and somewhat less cautious
Rubin has written, with the help of
Slate editor Jacob Weisberg, a mem-
oir of his days on Wall Street and his
six and a half years in the Clinton
administration.

In an Uncertain World: Tough
Choices from Wall Street to Washington
is no kiss-and-tell memoir, though it
does have a few moments of humor
and genuine tension. The philosoph-
ic core of the book is not profound,
composed of Rubin’s “fundamental
view that nothing in life is certain
and that, consequently, all decisions
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are about probabilities” He imagines
“the mind as a virtual legal pad,”
where variables and probabilities are
identified then subjected to a deci-
sion based on “instinct, experience
and ‘feel.” This is Rubin’s recurring
theme throughout the book, and-it
helps explain how he got along so
well with the number-crunching
Republican Federal Reserve chair-
man Alan Greenspan.

But the book is illuminating, most
of all for the light it sheds on Amer-
ica’s current fiscal situation. Once
again the nation finds itself with large

structural deficits, growing interna-
tional uncertainty, and gargantuan
Social Security obligations of the
Baby Boom generation looming ever
closer. Mindful of Republican efforts
to discredit the Clinton administra-
tion’s economic policies, Rubin
makes a spirited and largely persua-
sive defense of those policies while
denouncing the “fiscally unsound”
tax-cutting frenzy of the Bush
administration.

Arrant Nonsense

When Clinton was elected in
1992, the federal government had lit-
tle credibility on fiscal matters. had
been covering economic policy for
the three previous years and “smoke
and mirrors” had become an annual
feature after the release of adminis-
tration budget proposals. Taxes were
taboo (or heavily disguised), because
the first President Bush had sworn he
would back “no new taxes?” Spending
would not be called spending.
Democrats and Republicans used
every conceivable trick to make it
appear they were living up to the
rules of the Gramm-Rudman Act—
legislation that had been designed to
force lawmakers to balance the
books.

So when the Clinton administra-
tion released its first budget propos-
als, Iinstinctively started writing the
“smoke and mirrors” story, until a
senior editor came by to suggest that
this time it might be different. And
it was (mostly). Rubin and the rest of
the Clinton team weren't saints (“a
small puff of smoke and a little glint
of a mirror,” as one congressional
budget expert described the first
budget proposals), and many eco-
nomic policy issues under their
watch were, and are, open to legiti-
mate debate. But even though the
president’s credibility in his person-
al life would be destroyed, the
administration’s credibility on eco-
nomic issues grew. More important-~
ly, record-breaking deficits disap-
peared, replaced by record-break-
ing surpluses, and the politics of
scarcity ended. Once again Democ-



rats and Republicans could debate
what government should or should
not do rather than what it simply
could not do.

It has become fashionable among
some people to attribute the pros-
perity of the Clinton era to the for-
mer president’s good fortune. And
while Rubin’s book doesn’t have any
startling revelations about the eco-
nomic policy decisions of the Clin-
ton presidency, it does serve as a
reminder that Clinton did indeed
make some tough and potentially
unpopular choices.

The first was his decision in 1993
to press for a budget package aimed
at reducing the mounting federal
deficit. The package—a combina-
tion of modest trims in federal
spending, an inching up of the tax
rates on upper-income earners, and
an expansion of the Earned Income
Tax Credit for the working poor—
passed without Republican support.
With hindsight, the administration’s
budget plan appears prudent. It
boosted confidence in Washington’s

fiscal responsibility and thereby
helped drive interest rates lower. Lib-
erals at the time accused Clinton of
betrayal for abandoning the middle
class tax cuts he had campaigned on,
but those accusations seem trivial
now. Conservatives at the time pre-
dicted the deal would slow the econ-
omy. It was instead followed by the
longest economic expansion in
American history.

Many conservative economists
have since argued that interest rates
had already begun falling under the
first Bush administration, and that
the economy’s total amount of sav-
ings and investment is not affected by
the federal deficit because individuals
and corporations adjust their behav-
ior. Rubin calls the idea that big long-
term fiscal deficits have no effect on
interest rates “arrant nonsense” and
spends several pages calculating just
how much of a premium can be
attributed to the deficit. Republicans
who argue that the growth of the late
1990s was a result of Ronald Reagan’s
tax cuts, Rubin quips, might as well

give credit to Herbert Hoover. And
to those who think that technology
advances explain American success,
Rubin notes that identical technolo-
gies failed to spark the same growth
in Japan or Europe. Credit, he argues,
must go to Clinton’s budget-balanc-
ing fiscal policies, pro-trade achieve-
ments, and willingness to intervene
selectively to stabilize international
markets.

Rubin portrays Clinton as smart,
engaged, and willing to take political
risks to do what seemed right. In a
fast-paced chapter about the Mexi-
can financial crisis of 1994, Rubin
recalls going to Clinton, describing
the situation, and telling him that
the rescue plan that Rubin and his
team had devised with the IMF
would be “massive, potentially
unpopular, and risky” It would be
criticized as “bailing out” wealthy
American and European investors,
Rubin predicted, and it would bring
a battle with Congress, which in elec-
tions nine weeks earlier had fallen
under control of the Republicans.
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White House Chief of Staff Leon
Panetta, who supported the package,
still told Clinton it could cost him
the election in 1996. Nonetheless,
Rubin says, Clinton did not hesitate
to support the rescue package for
Mexico. “He gained nothing politi-
cally by helping Mexico and risked
much at a time when his political
capital had already been greatly
diminished,” Rubin writes. It was, he
says, a Bill Clinton “the public too
seldom saw”

Keeping his distance

Rubin is charmingly candid about
how he first came to the attention of
Democratic Party leaders for a whol-
ly different kind of economic acu-
men: political fundraising. As a senior
partner and co-chairman at Gold-
man Sachs, he was a campaign
finance rainmaker, and that gave him
entrée. Rubin became Walter Mon-
dale’s New York State finance chair-
man in the 1984 presidential cam-
paign. He concedes bluntly that “my
place at the Mondale table came from
fund-raising?” In 1991, he co-hosted a
series of small dinners held by a
group of 15 wealthy New York busi-
ness and media figures with prospec-
tive Democratic presidential candi-
dates. One was named Bill Clinton.

But Rubin does come by his twin
interests in finance and politics quite
naturally. Rubin’s paternal grandfa-
ther fled to the United States from
Minsk, Russia. Like many Jewish
immigrants he arrived penniless, but
grew wealthy speculating in Florida
real estate during the 1920s before
losing his fortune in the land bust
that followed the stock market crash
of 1929. Rubin’s maternal grandfa-
ther was a lawyer and real estate
investor whose real passion was pol-
itics. He ran a Democratic club in
Brooklyn, part of the party’s
machine, and was a major figure in
his slice of Brooklyn.

Unlike his grandfathers, however,
Rubin entered the worlds of business
and politics from the top. A graduate
of Harvard College and Yale Law
School, he joined Goldman Sachs,
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Robert Rubin was a
good fit for the
Democratic Party in the
Clinton era.During
those years, Democrats
traded places with the
pre-Reagan Republi-
cans and became the
party of fiscal responsi-
bility. Rubin—a liberal
in a business suit—
wanted the govern-
ment to have social
programs, but he also
wanted Washington to
figure out how to pay
for them without
running huge deficits.

one of the most respected invest-
ment banks, after becoming bored
with practicing law at Cleary Got-
tlieb. He touches on some of the
giants of Goldman Sachs, the tem-
pestuous Gus Levy and legendary
“Bunny” Lasker. And he is not too
proud to recount how he lost half a
million dollars of the firm’s money
by guessing wrong on a merger. He
must not have bet wrong too often,
because he rose to the top of the
firm. N

Rubin spent 26 years on Wall
Street as a trader, but he came to
Washington unburdened by the
arrogance and missionary zeal many
businessmen bring to government.
In business and politics, both known
for their rude, over-the-top ways,
Rubin was distinguished by his cour-
tesy and reserve. He writes that when
he came to the nation’s capital in 1993
as head of the newly created Nation-
al Economic Council, he had much
to learn from the more experienced
political hands, even if many of them
were 20 years younger than he was.
But those young political hands in
the White House learned much
from Rubin—especially a respect for

the power of financial markets.

Rubin was a good fit for the
Democratic Party in the Clinton era.
During those years, Democrats trad-
ed places with the pre-Reagan
Republicans and became the party of
fiscal responsibility, all things being
relative. Rubin wanted the govern-
ment to have social programs, but he
wanted government to figure out
how to pay for them without run-
ning huge deficits.

Clinton adviser James Carville
lampooned Rubin’s concern about
bond markets by calling him “Nick”
after Bush Treasury Secretary
Nicholas Brady. But Rubin was, in
fact, a liberal in a business suit, con-
cerned with “the fundamental prob-
lem of an urban underclass cut off
from the mainstream of American
society.”

This concern for the poor led
him to side with administration lib-
erals in opposing Clinton’s signing
of the welfare reform bill of 1996. “1
felt strongly that some people on
welfare are unable to work for rea-
sons that are beyond their control,
whether psychological, physical, or
simply through a lack of work skills
and work habits” He says cutting
off food stamps and other benefits
to legal immigrants “just seemed
wrong to me.” Clinton eventually
got some of these benefits put back,
and Rubin retained his respect for
his boss.

Perhaps Rubin was able to keep a
favorable view of Clinton because
he was not a great chum of the pres-
ident. Rubin likes a full night’s sleep.
He returned home to New York on
weekends. He tells one revealing
anecdote about his relationship with
his Clinton colleagues. During the
early days of the administration,
Vice President Al Gore suggested
the Cabinet members spend a week-
end at Camp David. After dinner,
they sat in a circle and each person
was supposed to tell something per-
sonal the others didn’t know. “When
my turn came, I said I didn’t have
anything I particularly wanted to
share,” Rubin recalls.

Perhaps that distance helped his



relationship with Clinton in the
end. Monica Lewinsky is mentioned
in the book only twice, and there is
no news in either instance. Where-
as many of Clinton’s most devoted
supporters have spoken of their bit-
terness and sense of betrayal about
Clinton’s affair, Rubin betrays none
of those feelings. Indeed on the sub-
ject of Lewinsky, Rubin is relatively
forgiving. He says Clinton was
“remarkably focused” and that in
talking to him about economic
problems in Russia, for example,
“you wouldn’t have known he had
anything else to worry about” And
whereas some former Clinton aides
have said Clinton could have
accomplished greater things were it
not for Lewinsky and the impeach-
ment, Rubin says that wasn't true in
the economic sphere. He believes
that the next big economic policy
issue at the time was Social Securi-
ty reform, but there wasn’t any
appetite for such a potentially
unpopular undertaking among
Republicans, who controlled Con-
gress, or among Democrats when a
government surplus was in sight.
“Well before the scandal, we already
felt stuck,” he says.

Deficit redux

If there is any bitterness in the
book, Rubin reserves it for members
of Congress. He spears former
House Speaker Newt Gingrich for
toying with the possibility of an
unprecedented and potentially dis-
astrous default on US. government
bonds in 1995. Gingrich opposed
the normally routine measure to
raise the national debt ceiling unless
he could attach unrelated and unac-
ceptable items to the legislation. The
debate was harsh. Ultimately Rubin
found a way to pay the government’s
bills for a short period, and Gin-
grich backed down. After that fight
was over, Gingrich was friendly
again. But, Rubin writes, “even after
a few years in Washington, I could-
n't relate to the idea that you should-
n't take it personally when someone
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calls you a liar and a thief. The
propensity to convert policy and
political disagreement into person-
alized assault can have consequences
for decision-making”’

He also remains incredulous that
Gingrich would use the federal gov-
ernment’s reputation and credibility
as a hostage for a political agenda. ‘At
the time, I didn’t think that this
threat was serious,” Rubin writes.
It was, he said then and now,
“unthinkable”

But in Washington politics these
days, the unthinkable has become
reality. To me, it is hard to conceive
how any president would want to
return to an era of big budget
deficits. Having written about the
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1990 budget battle under the first
President Bush and seen the close
call President Clinton had getting
his budget deal through Congress, I
would think that any president
would want to avoid such legislative
bloodshed. And yet surpluses are
now gone, massive long-term
deficits are back, apparently by
design, and the government’s
reserves of credibility have been
depleted once again. Replenishing
them will take leadership, and time.
Even in Rubin’s “uncertain world,”
that much seems certain.

Steven Mufson is deputy editor of the Out-
look section at The Washington Post. He cov-
ered U.S. economic policy for the Post from
1990 to 1993.
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