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PRES. BARACK OBAMA:  (From tape.)  While we have fought back from the worst of this recession, we’ve still got a lot of work to do.  We’ve still got a long way to go.

MR. PETERSON:  A long way to go.  This week on “Inside Washington,” Wall Street chokes on fears of a double-dip recession.  

MR.
:  (From tape.)  These funds are needed now to prevent layoffs and actually rehire teachers and prevent law enforcement officers from losing their jobs.

MR. PETERSON:  In the face of grim economic news, the House approves a $26 billion spending bill for cash strapped states.

REP. JOHN BOEHNER (R-OH) [House Minority Leader]:  (From tape.)  We are broke.  We do not have the money to bail out the states.

MICHAEL BENNET [Colorado Senate Candidate]:  (From tape.)  So to the pundits and the talking heads I have a simple message: welcome to Colorado.

MR. PETERSON:  Democrats take heart from primary election results.

ED GILLESPIE [Republican Strategist]:  (From tape.)  They ought to savor it because there aren’t too many more good ones, election nights coming their way.

MR. PETERSON:  As the American troop commitment in Iraq winds down, the secretary of defense announces plans for major belt-tightening.  And Charlie Rangel continues to fight for his political life.  

REP. CHARLIE RANGEL (D-NY):  (From tape.)  Hey, if I was you, I may want me to go away too.  I am not going away.

(Musical break.)

MR. PETERSON:  Thursday morning’s headlines give you the flavor of the week’s economic news – “Markets Swoon on Fears” – the “Wall Street Journal”; “Investors Rattled by Economic Surprises” – the “Washington Post”; “Trouble Abroad Adds to Worries for U.S. Recovery” – the “New York Times.”  And yes, some of us still do read newspapers, the kind you hold in your hand.  On Tuesday, the Federal Reserve announced that it would buy Treasury debt to help shore up the economy.  On Wednesday, the Dow dropped 265 points.  The message from the Fed, as the “Wall Street Journal” put it, the world’s biggest economy still needs extraordinary government help.  
Add to that a wider trade gap, more lousy news on the jobs front and you have people talking about a double-dip recession.  As a matter of fact, according to the latest “Wall Street Journal”/NBC News poll, two-thirds of the American people think the economy has yet to hit bottom.  I hate to be crass about such bad news, Mark, but should the Republicans take heart from it?

MR. SHIELDS:  Yes, the Republicans should take heart from it.  Predictions are now, today, as we meet here, by economists that unemployment will not drop until the middle of next year to 8.5 percent.  The household spending – this was probably the most fearsome indicator – was down 1.2 percent from 2009.  That’s really what generates – drives our economy.  That is the first and largest drop – the largest drop since 1942 in the middle of World War II.  It’s not good news.

MR. PETERSON:  Charles.

MR. KRAUTHAMMER:  I think what happened was that the Fed action, repurchasing the debt, was a signal that it is worried about the economy, but it’s out of bullets.  And that I think is what sent the market into a swoon.

MR. PETERSON:  Good news for Republicans, Jeanne?

MS. CUMMINGS:  Well, I think any bad news, economic news is something that they can try to use to argue that we need a change in leadership in Washington and so that is good for them.  But if you go deeper into that NBC/“Wall Street Journal” poll, the Republicans – the voters only give the Republicans a two or three-point edge when it comes to managing the economy.  So voters – I think the Republicans still need to develop a strong message about how they would fix things and take that out on the road with them instead of just saying, you need somebody new.  I think they’d benefit if they provided an answer or some roadmap on what they would do.

MR. PETERSON:  Congressman Ryan has a roadmap.  We can get to that later.  Colby.

MR. KING:  The unemployment number is one that’s hurting this economy.  I mean, without – people who don’t have jobs don’t spend money and essentially that’s what you need to have.  You also have a lot of liquidity in the system.  I mean, the banks have money to lend but they’re not lending money, A, because they don’t find good borrowers out there but also they are being cautious.  And the other thing that’s happening globally, you have the Chinese that are now slowing down their purchase of imports.  Well, that’s where we sell.  If the Chinese economy is slowing down as well, that’s going to have a ripple effect on us as well.

MR. PETERSON:  Well, meanwhile, Nancy Pelosi dragged House members back from vacation to vote on a $26 billion jobs bill that the Republicans say we can’t afford.

MS.
:  (From tape.)  The bailouts have to stop.

PRES. OBAMA:  (From tape.)  We can’t stand by and do nothing while pink slips are given to the men and women who educate our children or keep our communities safe.

MR. PETERSON:  The president says that doesn’t make any sense, but it makes sense to Congressman John Boehner who says, we’re broke.  We don’t have the money to bail out the states.  We’ve got a recession, 9.5 percent unemployment.  Is there a new normal, Laura Tyson, the former head of OMB under Bill Clinton, says there is a new normal and it means that recoveries are much, much slower.

MS. CUMMINGS:  Recoveries have been getting slower.  If you go back even into the early ’80s during the recession that President Reagan was dealing with, there was a long lag before the jobs came back.  And with each recession, the same thing has happened.  And what many economists believe is that during the recessions that businesses are becoming more efficient and so they don’t hire back as quickly as they did before.  There’s also a new normal because we have to remember where we were before this recession.  We were in a bubble.  We were in a fake economy.  And so in some ways we can’t go back to that because then we’re going to be in trouble again.

MR. PETERSON:  Mark.

MR. SHIELDS:  Two things – maybe for the first time I’m going to disagree with something that Jeanne Cummings said.  We went through, prior to this downturn, this recession, this pain, we went through a basically 25 years of uninterrupted low inflation, low unemployment.  I mean, it was really unprecedented.  So if the new normal, as Laura Tyson describes it, means unemployment at 8, 8.5 percent, that’s going to take a hell of a lot of adjusting to.  But the point where I would dissent from Jeanne is when she said the Republicans have to come up with some ideas.  They really don’t because what we’re facing right now is a Mae West election.  Mae West, the profane blonde bombshell, said when forced to choose between two evils, I always like to pick the one I haven’t tried before.  And that’s what the Republicans have going for them and the Democrats don’t.  

MR. PETERSON:  But wait a minute.  What about Congressman Paul Ryan’s roadmap for America’s future?  It wins high praises from people like Charles Krauthammer, I believe, but not high praise from Paul Krugman, the economist, says Ryan is a flimflam man.  

MR. KRAUTHAMMER:  Right.  Well, that’s an argument that – I mean, Krugman is a guy who says that a $1 trillion stimulus didn’t work because it wasn’t enough.  I’m not exactly sure – I mean, he’s Keynesianism squared and I’m not sure it’s exactly a prescription for our recovery.  What Ryan offers is something honest.  He’s the only person I’ve heard of who offers an honest program on entitlements, which is where we’re going to cure our economy or we are going to destroy our economy.  And everybody understands it’s going to have to happen eventually.  He said it a little early.  In 10 years when we’re going to be way over a cliff, everybody’s going to agree with him.  Today, even Republicans don’t want to embrace his agenda because they’re going to win in November.  They don’t have to have a program.  With the economy this lousy, with disaffection with the president this high, all you’ve got to be is a party of no.  It’s a referendum on Democrats.  So I think it’s bad advice presenting another alternative.  But after this election, when we’re going to have to get together at some point and work together, I think it will be on the Ryan outline or blueprint eventually.

MR. PETERSON:  Entitlements, Colby.  Seventy-five years ago this weekend President Roosevelt signed Social Security into law.  Is it going to be here 75 years from now, 25 years from now, 10 years from now?  

MR. KING:  It will be here 10 years from now.

MR. PETERSON:  In what form?

MR. KING:  In sort of its present form.  Look, Social Security is going to get fixed.  It has to get fixed.

MR. KRAUTHAMMER:  And it’s fixable.

MR. KING:  It has to get fixed.  The problem with the other entitlements, what are we able to do about Medicare?  Some of the measures that we’ve imposed on the states that they have to do the spending but we do the mandating – those things have to be changed and that’s going to take a political earthquake to make it happen, but it has to happen.  

MR. PETERSON:  Okay.  Primary election results, let’s talk about that.  Next.

LINDA MCMAHON [Republican Nominee for Senate]:  (From tape.)  They don’t want to send the same politicians to Washington and get the same politics out of Washington.  They want someone that’s an outsider who’s had real life business experience and really hope that someone who’s built a business and created jobs and understands the impact of taxes and regulations on small businesses can have more of an impact on the economy.

MR. PETERSON:  Okay.  That’s Linda McMahon, former CEO of World Wrestling Entertainment.  Spent millions of her own money to win the Republican nomination for the U.S. Senate in Connecticut, seat currently held by Chris Dodd.  He’s retiring.  She’ll face Richard Blumenthal in November.  Democrats claim they had a good night because of Michael Bennett with a lot of help from the Obama administration.  But they’re also claiming, Jeanne, that even Republican victories helped them.  Would you explain that to us?

MS. CUMMINGS:  Well, the Republican primary voters are really, really angry.  If there’s anger out there, the epicenter of it is really in the base of the Republican Party.  So they threw overboard the more established candidates that have the backing of the U.S. Chamber of Commerce and leaders here in Washington and instead nominated outsiders, newcomers and very strong conservatives who’ve got some flaws and the Democrats are hoping that they can exploit those flaws and eke out some victories that might have been hard or not even possible before those nominees were selected.

MR. PETERSON:  Is that wishful thinking, Mark?

MR. SHIELDS:  I don’t think it is wishful thinking in all cases and I agree – Jeanne’s absolutely right.  The anger centers on Republican primary voters.  Peter Hart, the Democratic pollster said, I think it’s a jet blue election.  Everyone is frustrated and everyone is headed for the emergency exit.  I think there’s a lot to it.  I’ll just give you four names: Jane Norton in Colorado, Trey Grayson in Kentucky, Sue Lowden in Nevada, Rob Simmons in Connecticut.  Those were the four consensus establishment candidate choices for Republicans in each of those states.  I don’t think there’s any question that they would all be competitive or ahead in the races now.  Instead they went and chose people who are far to the right and have flaws, like Ms. Angle in Nevada who wants to abolish Social Security or privatize Social Security, get rid of Social Security is the phrase she used.

MR. PETERSON:  Charles, we heard Ed Gillespie, a good Republican, say at the beginning of this broadcast that Democrats are whistling in the wind here.  

MR. KRAUTHAMMER:  Well, yes, I heard a lot of loud whistling right here.  I think in Nevada it’s probably true.  Sharon Angle is an iffy candidate.  And this – 

MR. SHIELDS:  Iffy?

MR. KRAUTHAMMER:  – and this was a really winnable seat.  It shouldn’t be close.  It is, and it’s because she is not mainstream.  I’m not sure about Rob Simmons in Connecticut who I love.  I think he was a fantastic congressman and he was my choice for Republican senatorial candidate.  But Linda McMahon has got a lot of money and that may be an ingredient that Simmons didn’t have and would have handicapped him in the election.  The only thing I would add about McMahon is if we can elect a professional wrestler to the governor of Minnesota, we can have his boss essentially as a senator from Connecticut.

MR. PETERSON:  Colby, let me ask you a question.  Michael Bennet got a lot of help from the Obama people.  When George Stephanopoulos asked him if he would welcome that help in the general election, he took the Fifth Amendment.  Why is that?

MR. KING:  Well, because I’m not sure he needs that kind of help in the general election.  He needed to have a good, on-the-ground operation and he got it from the Democratic Party.  Governor Tim Kaine, who’s chairman of the Democratic Party, takes great credit for having put the team in place to help him with the get out the vote campaign.  I think he needs Obama for fundraising but in the go head to head against the other candidate – 

MR. PETERSON:  But he doesn’t need an Obama visit.

MS. CUMMINGS:  No.

MR. KING:  But he doesn’t need a visit.  He’s going to be busy campaigning.  But he may need the robocalls and things like that that Obama can do from Washington.

MS. CUMMINGS:  One way though, to get a sense of what happened, really what happened Tuesday night – and Charles is right.  The Democrats aren’t going to have a good year.  They had one good night.  But if you look at Linda McMahon and you look at Simmons, Rob Simmons, the congressman, Blumenthal’s weakness had to do with his Vietnam War record.  And Simmons was a combat officer and that’s what the Democrats were facing, that kind of debate.  

MR. KRAUTHAMMER:  Why did he get (questioned ?) in the primary?

MS. CUMMINGS:  Who really served?  Who didn’t serve?  And now Simmons is gone and Blumenthal can fire away using all of the kind of muck that comes out of world wrestling to try to stick it on Linda McMahon.

MR. PETERSON:  Mark.

MS. CUMMINGS:  Very different race.

MR. SHIELDS:  Jeanne is absolutely right.  And as far as the president’s flying all over the country and in a few states candidates are letting him land.  (Laughter.)  

MR. PETERSON:  All right.  The secretary of defense announces major cutbacks in defense spending as the American combat mission in Iraq winds down.  Next.

ROBERT GIBBS [White House Press Secretary]:  (From tape.)  We are on target by the end of the month to end our combat mission, turn over bases that Americans have been on to the Iraqis, and transition our role there.

MR. PETERSON:  That’s Robert Gibbs at the White House, plans to have 50,000 Americans troops there by the end of the month.  Five months after the Iraqi election, we still don’t have a government there, Colby.  And electricity in Baghdad like, I don’t know, three or four hours a day.  Shouldn’t that worry people?

MR. KING:  It should worry the Iraqis.  Look, we’re coming out of there.  There’s no doubt about it and going to leave a – well, 50,000 is not exactly a skeletal crew, but they’re going to need some people there.  But this is the Iraqis now.  This is up to them to pull together their government and learn to carry on from here.  We’ve done our job.  We’ve made the sacrifices.  They have to pick that up now and take on -- take on the rest of it, as will the Afghans at some point.  We can’t stay there forever, carry them.

MR. PETERSON:  What do you think, Charles?  Can they pull it off?

MR. KRAUTHAMMER:  Well, it’s still problematic.  No government after all this time is a real issue.  The chief of staff of the Iraqi Armed Services said this week they’re going to need American help until 2020, which is interesting because it tells you that the people in charge of keeping the country together are worried about America leaving entirely by the end of 2011, which was in the agreement that Bush and Maliki had signed.  
Now, the issue is what’s going to happen after that.  And I think Colby’s right.  It will probably be a situation like in Korea where the war ended 60 years ago and we still have a huge contingency of American troops as a kind of a deterrent.  I think that’s going to be probably what occurs.  I’m not sure the president has said we’re going to have no troops after December of next year and that again was what had been agreed.  The Iraqis understand if that happens, that could be catastrophic.  I think there will be a renegotiation, a quiet one happening next year.

MR. PETERSON:  Meanwhile, the secretary of defense is talking about huge savings, military savings, talking about closing the U.S. Joint Command down there in Norfolk, admirals and generals are going to be going.  What’s the story here, Mark?

MR. SHIELDS:  I mean, the defense budget has doubled in the past 10 years and we talk about deficits.  That’s one place he’s already announced $100 billion in cuts.  But immediately it’s 6,700 jobs in the Norfolk area and you get the entire Virginia congressional delegation, understandably and legitimately, objecting to it.  Just one point on Charles’ comparison to Korea – it is not Korea.  Iraq is not Korea.  The United States defended Korea against an invading army and drove it out and negotiated the peace.  And the United States troops are not subjected to sniping and IEDs anywhere in Korea.

MR. PETERSON:  Let’s hear from Jeanne just for – 

MS. CUMMINGS:  On the defense cuts, a good defense is a good offense and I think that’s what Gates is doing.  He’s trying to get ahead of Congress so that he cuts where he wants to cut.  He gets savings where he wants them rather than having the politicians try to do it for him.

MR. PETERSON:  Yes, but there must be some one or two stars at the Pentagon, Colby, who are kind of nervous when they hear this kind of talking.

MR. KING:  That’s all right.  They’ve got their stars and that’s it.  I find that the governor of Virginia, Bob McDonnell – very interesting on this.  He was on TV on Sunday talking about government spending, if they could something about government spending the Republican way, then maybe we can get this country on the right track.  And as soon as they talk about reducing government spending in Virginia with this Joint Force Command, he’s weeping and wailing about need to keep this defense posture up.  You can’t have it both ways.  Of course, politicians want to have it both ways.

MR. PETERSON:  Stay out of my backyard.  Charles.

MR. KRAUTHAMMER:  One point on Iraq and Korea, yes, they are not the same.  America lost 4,000 troops in Iraq, 10 times as many in Korea.  In Iraq, we ended up by installing a government that was a friend of the United States as opposed to an enemy in Korea.  We ended up exactly with the status quo as it had been on day one of the war.

MR. PETERSON:  Except now that Iraq and Iran are allies.  

MR. PETERSON:  Yes.

MR. KRAUTHAMMER:  They are not allies.  They’re not even near to being allies.  That’s preposterous.  

MR. SHIELDS:  They are a lot closer than they were before we went there and we remain the first invading, occupying country of an Islamic holy land.  

MR. KING:  Iraq and Iran fought when Saddam Hussein was running Iraq.

MR. PETERSON:  We have to go.  A couple of old lions meet their final reward and one of them is still with us, fights to hang on.  Next.

FORMER SENATOR TED STEVENS (R-AK):  (From tape.)  To hell with politics.  Just do what’s right for Alaska.

MR. PETERSON:  Former Republican Senator Ted Stevens of Alaska, who died this week in a plane crash, 40 years in the Senate, never saw a bill that benefited his home state that he didn’t like.  His Senate career ended with a corruption conviction which would later be overturned.  Former Democratic Congressman Dan Rostenkowski of Illinois spent more than 30 years on the Hill, some time in prison, died of lung cancer this week, 82.  Now we have Charlie Rangel – this week celebrated his 80th birthday.  He’s fighting to save his career on charges on corruption.  Mark, what happens to these guys when they’ve been around for so long?

MR. SHIELDS:  I think there’s no question an air of entitlement, an attitude of entitlement sets in when enough checks have been picked up for you, probably enough doors have been held, enough private planes have been sent.  And I think to her credit, Nancy Pelosi has repealed many of those perks are speaker.  But on Danny Rostenkowski, just one word.  I’ve already spoken positively and emotionally about Charlie Rangel and I won’t do that again.  But Danny Rostenkowski was a throwback.  He was a guys’ guy.  He liked a steak.  He liked a good story.  He liked to tell a good story.  And he worked across the aisle.  He was just phenomenal that way.  There was no ideology to him.  And you want to know how politics has changed?  Danny Rostenkowski used to go back to Chicago by car.  You know who rode with him?  Bob Michel, the Republican leader, rode with him and back, and Henry Hyde, the conservative leader.  And they were friends.  Can you imagine now under this present climate these guys being together for a 20-minute subway ride?

MR. PETERSON:  Danny liked a good steak but did he bring home the bacon?

MR. SHIELDS:  Oh, so good.  And he had too many pork chop – (inaudible).

MR. KRAUTHAMMER:  Bob Michel rode in his car and I’m sure they had a lovely time with a lot of stories but that’s why Republicans were in the minority for 40 years until he was taken over by Newt Gingrich who had an agenda, a contract with America, and brought the Republicans into power in the House.  So I know how if you’re a Democrat, it’s lovely working across the aisle if you’re in charge of the aisle.

MR. PETERSON:  Danny Rostenkowski, Newt Gingrich, Colby.

MR. KING:  Yes.  What really intrigued me it’s this chairmanship of the Ways and Means Committee.  It’s like a place of death.  Wilbur Mills, Danny Rostenkowski, now Charlie Rangel.  Who wants that job?  

MS. CUMMINGS:  Everybody.  

(Cross talk.)

MR. SHIELDS:  (Inaudible) – wants it, Sandy Levin wants it, Ritchie Neal wants it.

MS. CUMMINGS:  I think if you look at – if you look at the eulogies for Stevens and Rostenkowski, you understand why Rangel is fighting as hard as he is.  Stevens’ conviction was overturned.  Rostenkowski was pardoned.  But all the talk of – one of the first things that’s said, that is said about both men is that they had these corruption convictions.  That is one of the reasons Rangel won’t lay down because he doesn’t want that asterisk on his epitaph.  

MR. PETERSON:  Dan Rostenkowski told Mark Shields and Bob Novak in an interview – I think it was in 1998 – that what it will say in his obituary was that he went to prison, right?

MR. SHIELDS:  Yes.  He did and he was aware of it and in spite of the pardon that Bill Clinton gave him – a lot better than the Marc Rich pardon, I’ll say.  

MR. PETERSON:  All right.  Last word.  Thanks.  See you next week.

(END)

