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ROTARY CLUB LUNCHEON
HOLIDAY NN

SAN RAFAEL; CALIFORNIA - FEBRUARY 12, 1982
1'N DELIGHTED T BE YOUR GUEST TODAY =~ EVEN IF [T'S~ —
TommAWMTESMEOFmEmwmt THERE ARE OTHER SUB-
 JECTS EASIER TO RHAPSODIZE OVER - BUT NONE SO THPORTANT OR SO
CENTRAL TO ONE OF THE GREAT SOCIAL AND POLITICAL EXPERINENTS
OF OUR HISTORY, FOR IF THISIISQ AS 1 BELIEVE, A YEAR FILLED |
WITH OPPORTUNITY SUCH AS WE HAVE RARELY SEEN, IT IS ALSO A
~ YEAR OF RISK. BOTH ARE ROOTED IN THE EXTRAORDINARY ACHIEVE-
NENTS OF THE REAGAN ADMINISTRATION'S FIRST YEAR.
EVEN BEFORE THE MOST_REcENT.dﬁEMPLoYMENT FIGURES WERE
RELEASED LAST WEEK, FIUCH OF THE ECONONIC NEWS WAS ENCOURAGING -
'ESPECIALLY WHEN CONTRASTED WITH THE GLOOMY HEADLINES OF JUST
ONE YEAR AGO. ' |
 INFLATION IS DOWﬁ'SIGNIFICANTLYi EVEN MORE SIGNIFICANT,

HOWEVER - IT CONTINUES'TO.HEAD:DONN. BEFORE THIS YEAR IS OUT,
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NE CAN EXPECT AN TNFLATION RATE AROUND 7%, THERE
- 1S HOTHING ‘ACCIDENTAL ABOUT THAT,

B O

A YEAR AGO INTEREST RATES WERE PEAKING AT 20 1/27, TODAY, |

THE PRINE RATE' STANDS AT 16 1/2%, THAT'S TOO HIGH - BUT IT
'STILL REPRESENTS IMPROVEMENT,  AND WITH A LITTLE LUCK.AND
A LOT OF FISCAL RESTRAINT, THE PRIME WILL RESUME ITS INTER-
RUPTED SLIDE WITHIN DAYS. THAT, T00, IS NO ACCIDENT,

DURING THE LAST THREE YEARS OF THE CARTER ADMINISTRATION,

" - FEDERAL.EXPENDITURES ROSE AT AN ANNUAL RATE OF 14%. THAT RATE
HAS BEEN CUT-IN HALF - AND THAT, TO0 IS NO ACCIDENT OF G0OD
FORTUNE.

LESS DRAFIATIC BUT NO LESS ENCOURAGING IS THE RATE OF PER-
SONAL SAVINGS = HHICH IS UP BY NEARLY A FULL PERCENTAGE POINT
OVER A YEAR.AGO --.TO ABOUT 6%, AND AS SAVINGS RISE IN THE

MONTHS AHEAD, WE WILL GAIN A POWERFUL WEAPON IN THE WAR AGAINST
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HIGH INTEREST RATES AND STUBBORN UNEMPLOYMENT,
o THERE, YOU MAY SAY, LIES THE RUB. IF ALL THESE BRIGHT
SHINY OHENS OF PROSPERITY ARE NOT ACCIDENTS, THEN IS UNEMPLOY-
MENT AN ACCIDENT? CAN AN ADHINISTRATION AND A CONGRESS WANTING |
T0 TAKE CREDIT FOR POSITIVE DEVELOPHENTS IN THE ECONOMY' ESCAPE
BLAME FOR THE BAD NEWS? I DON‘T THINK THEY CAN - 1 DON'T

THINK THEY'RE TRIED,

THE ECONOMY THAT MIGHT- HAVE BEEN

BUT WHILE JOBLESSNESS IS NO ACCIDENT, NEITHER DOES IT
FOLLOW THAT THIS ADMINISTRATION DESERVES BLAME FOR THE POLICIES
mmﬁmmmmewn ON THE CONTRARY, RONALD REAGAN IS A
LITTLE LIKE THE NEW HOMEOWNER HHO'S JUsT HOVED IN, ONLY. Td
DISCOVER THE ROOF LEAKS AND THE FOUNDATION IS SETTLING. SO LET

ME BACKTRACK A BIT ~ AND CONDUCT A SHORT HISTORY LESSON.
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IN 1976, WE WERE RECOVERING FROM A STEEP RECESSION, A
- RECESSION FOLLOWING HARD ON THE HEELS OF INFLATION THAT EX-
CEEDED 127 IN 1974, PRESIDENT FORD RESPONDED TO INFLATION
WITH A CALL FOR FISCAL RESTRAINT - BACKED UP BY A GENEROUS
USE OF HIS VETO -'AND'II WAS THROUGH FISCAL RESTRAINT.THAT
"WE BEGAN TO BEAT BACK INFLATION. BY THE END OF 1976, INFLATION
WAS DOWN TO 4.8%, WHILE THE COST IN UNEMPLOYMENT WAS HIGH,
" AMERTCANS. WENT TO THE POLLS THAT FALL AGAINST A BACKDROP OF
 DECLINING INFLATION AND UNEMPLOYIENT. |
. MANY OF US FELT THEN THAT THE GROUNDWORK FOR A RETURN
TO STABLE GROWTH WITHOUT INFLATION HAD BEEN LAID. IT HADN'T
BEEN EASY, THE POLITICAL COST WAS HIGH - BELIEVE ME, T KNOW.
BUT AT LEAST WE HAD THE CONSOLATION OF ECONOMIC SUCCESS. UN-

FORTUNATELY, IT DIDN'T LAST. EXPANSIONARY POLICIES, UNDER-
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TAKEN WITHQUT REGARD TO THE DEE#—SEATED SOURCES OF INFLATION
OR THE NEED TO CREATE JOBS THAT WOULD LAST, PUT US RIGHT BACK
~ON THE INFLATION - RECESSION ROLLER COASTER. LATE IN HIS TERM
PRESIDENT CARTER TRIED TO PUT ON THE_BRAKES}'WITH THE RESULT
THAT THE CART NEARLY WENT OFF THE TRACKS. 'Now; ONCE AGAIN,
WE FIND OURSELVES—MiRED I RECESSION. THE DIFFERENCE IS THAT,
AFTER SEVERAL YEARS OF DOUBLE-DIGIT INFLATION, WE ARE FIGHTING
THE PRICE SPIRAL FROM A MUCH HIGHER BASE. ~ IN SHORT, THE OPPOR-
~ . TUNITY FOR SUSTAINED RECOVERY IN-THE LAST ‘70'S WAS WASTED.

AND IT’S HARD TO SEE HOW WE ARE BETTER OFF FOR THE EXPERIENCE,

E PAINEU

EXPECT THAT, PERHAPS, WE HAVE LEARNED SOMETHING, THE
[NFLATION DOES. RESPOND TO CHANGES N PUBLIC POLICY, PROVIDED
THOSE CHANGES ARE CONSISTENT AND SUSTAINED: THAT HEALTHY ECONOMIC

GROWTH IS INCOMPATIBLE NITH PERPETUALLY RISING TAXES: AND THAT
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ECONOMIC STABILITY CANNOT BE ACHIEVED WITHOUT A CLEAR DEMON-

STRATION OF CONTROL OVER THE FEDERAL BUDGET. OF COURSE,
deE OF US HAVE BEEN PREACHING THIS GOSPEL FOR YEARS.

THERE'S NOTHING VERY RADICAL ABOUT THE DILEMMA FACED BY
- PRESIDENT REAGAN; IT IS MUCH THE SAME CHALLENGE THAT CON-
_FRONTED GERALD FORD: NAMELY, HOW TO RETURN TO THE PATH OF
STEADY GROWTH WHILE SIMULTANEOUSLY COOLING INFLATIGN; THE
DIFFERENCE IS THAT IN THE INTERVENING YEARS, THE SPENDING

 PROBLEM HAS BECOME SO MUCH MORE~URGENT THAT ONLY DRAMATIC

ACTION —- éUCﬁ-AS LAST YEAR'S BUDGET AND TAXCUTS -- CAN MAKE
A REAL DENT IN THE FEDERAL APPETITE.

THERE IS ANOTHER DIFFERENCE BETHEEN NOW AND 6 OR 7 YEARS
AGO. PRESIDENT REAGAN HAS BEEN ABLE, EARLY IN HIS TERM, TO

MAKE LONG-TERM PLANS FOR ECONOMIC GROWTH. WHAT'S MORE, HE'S
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ACHIEVED A SERIES OF POLICY CHANGES TO IMPLEMENT THOSE PLANS.

WHAT’S IMPORTANT NOW IS TO REMEMBER HHY THESE POLICY CHANGES
- MAKE A DIFFERENCE,

A PROGRAM FOR PROSPERITY

FIRST, THERE IS TAX RELIEF - TO STABILIZE INCOME TAX RATES, .
TO ENHANCE THE ECONOMIC INCENTIVE FOR SAVING AND INVESTING,
AND IN GENERAL TO LIGHTEN THE TAX BURDEN SO THAT WE CAN GENERATE
THE CAPITAL FOR ECONOMIC EXPANSION. DESPITE RHETORIC ABOUT THE
HAGNITUDE OF THE REVENUE LOSS - $750 BILLION OVER FIVE YEARS -

~ FEW WOULD DISPUTE THE FACT THAT THIS SHIFT IN OUR TAX BURDEN

THE GROWTH-OUR ECONOMY NEEDS.
. NEXT, THERE IS MONETARY RESTRAINT -~ T0 BRING INFLATION
DOWN AND KEEP IT DOWN WITHOUT THROTTLIVG THE ECONOMY, THERE

ARE BOUND 10 BE FLUCTUATIONS FROM W PEEK TO WEEK - AND GENUINE
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CONCERN WHEN THE MONEY SUPPLY SHOWS ANY SIGN OF RUNAMAY EX-
-PANSION. YET THE RECORD OF THE LAST SEVERAL MONTHS SHOHS
THE FEDERAL RESERVE IS AT LEAST ON THE RIGHT TRACK.

THIRDLY, THERE IS REGULATORY REFORM - TO CUT UNNECESSARY
COSTS TO BUSINESS THAT ARE A GENERAL DRAG ON THE ECONOMY,
AND TO ENCOURAGE A SHIFT FROM WHAT HAS BEEN QUR BIGGEST
GROWTH INDUSTRY -- PAPER SHUFFLING -- INTO MORE PRODUCTIVE

‘ ACTIVITIES. 1IN 1981, THE REAGAN ADMINISTRATION SLASHED THE

AND_CQNSUMERS NEARLY SIX BILLION DOLLARS IN ENFORCEMENT COSTS
ALONE.

FINALLY, AND FORG;VE ME IF I SEEM TO LISTITHESE IN DES-
CENDING_ORDER OF POPULARITY WITHIN CONGRESS - THERE IS SPENDINGi

'RESTRAINT-- NOT JUST TO KEEP THE COSTS OF GOVERNMENT DOWN, BUT
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TO GIVE FREER REIN TO MARKET FORCES IN ALLOCATING OUR NATIONAL

RESOURCES. THAT MEANS GREATER EFFICIENCY AND MORE JOBS, BOTH
(OF WHICH ARE ANTI-INFLATIONARY.

HEADLINES - AND HISTORY
BUT WHAT REALLY MADE 1981 A YEAR OF NEW BEGINNINGS WAS NOT

THE HIGHLY PUBLICIZED ACTIONS OF PREéIDENT_AND CONGRESS:  THE
TAX CUTS, THE BUDGET REDUCTIONS, THE CONFRONTATION THAT SHUT
DOKN THE MARBLED CORRIDORS OF WASHINGTON FOR ONE DAY IN NOVEM-
BER. AL THAT WAS_THE STUFF OF HEADLINES. - BUT WE MADE HIS-
- TORY AS WELL AS HEADLINES IN 1981:--WE REDUCED THE OVERALL
NUNBER OF THOSE EMPLOYED BY GOVERNMENT AT ALL LEVELS FOR THE
FIRST TINE SINCE WORLD WAR II. DESPITE ALL THE TALK OF DEFI-.
CITS, WE ACTUALLY REDUCED THE SHARE OF CREDIT MARKET FUNDS.
CONSUMED BY FEDERAL BORROWING. WE SAVEb'Two BILLION DOLLARS
IN WASTE, FRAUD AND ABUSE -- TURNED IN MORE THAN A THOUSAND

INDICTMENTS FOR FOOD STAMP FRAUD - AND DIRECTED AGENCIES AND
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 DEPARTHENTS TO BEGIN COLLECTING BACK DEBTS OHED TO UNCLE SAM,
ON WHICH YOU AND T PAY $10 NILLION IN INTEREST EVERY SINGLE
DAY.
WE'VE SHOWN THAT GOVERNMENT CAN FUNCTION WITH ITS HEAD
AS WELL AS IT FEELS WITH ITS-HEARTI AND YET WE'VE ACTUALLY
ALLOTTED A FAR HIGHER PERCENTAGE OF THE FEDERAL BUDGET TO
NON-HILITARY "PEGPLE PROGRAMS THAN DURING THE HEYDAY OF THE
- NEW FRONTIER AND GREAT SOCIETY. FOR ALL THE CONTROVERSY OVER
- CUTS 1IN HuhAN SERVICES SPENDING, WE'HAVE A WAY OF FORGETTING
THAT THE CUTS, SO-CALLED, WERE NOTHING MORE THAN REDUCTIONS IN
PLANNED INCREASES - AND THAT OVERALL SOCIAL WELFARE EXPENDI-

TURES WILL IN FACT CONSUME A LARGER SHARE OF THE FEDERAL PIE
THIS YEAR THAN THEY DID IN 1981
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THE CHANGES THAT HAVE BEEN MADE WERE NEEDED. MAKE NO
DOUBT ABOUT. THAT. ~BUT THEY ARE NOT AN END IN THEMSELVES,

'TOGETHER THEY FORM AN ECONOMIC FRAMEWORK, A FOUNDATION FOR

A STRONGER, BETTER BUILT ECONOMIC HOUSE. NOW WE MUST COMPLETE

THE JOB OF CONSTRUCTION, WE MUST ADDRESS THE MISSING PIECE
WITHIN THE PUZZLE: THE DEFICITS THAT THREATEN TO CAPSIZE

ECONOMIC RECOVERY BEFORE IT CAN BE FAIRLY LAUNCHED,

DEALING WITH THE DEFICIT

THIS TS NO TIME TO EQUIVOCATE. -THE DEFICITS ARE A PROB-
" LENM, WLHmeaTmYmuBEMEAmmummma BUT

70 DEAL WITH THEN, WHILE PRESERVING THE GAINS ALREADY HON,
WE HAVE TO UNDERSTAND THEN,
1M CONVINCED THAT MOST PEOPLE ALREADY UNDERSTAND THE |
1982 DEFICIT. iT IS THE RESULT oF'RECESSIONs‘A BY-PRODUCT OF
OUR SUCCESS LAST YEAR IN RE-ESTABLISHING A REVENUE BASE THAT

NO LONGER RELIES ON BRACKET - CREEP AND INFLATION ITSELF FOR
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FOR MOST OF ITS EXPANSION. WHILE THE 1982 DEFICIT IS CAUSE
- FOR CONCERN, FEW WOULD ARGUE THAT WE SHOULD SACRIFICE OUR

OTHER ECONOMIC GOALS IN ORDER TO MODERATE IT.

1983 AND 1984 ARE ANOTHER STORY. IN THOSE YEARS WE ANTI-
CIPATE STRONG GRONTH AS THE INCENTIVES BUILT INTO THE PRESI-
'DENT'S PROGRAM SWELL AND MAGNIFY OUR RECOVERY FROM.THE CURRENT

RECESSION.  NOW WE COULD ARGUE FOR DAYS ABOUT WHAT SIZE DEFICIT
IS ACCEP}ABLE. BUT THIS MUCH AT LEAST IS CLEAR: TRIPLE-

- DIGIT DEFICITS ARE NOT TOLERABLE,"*SUCH A SURRENDER TO OUR
OKN WORST IMPULSES WOULD BRING ABOUT NEW INFLATIONARY PRES-
SURES - OR DIVERT CREDIT TO PAY FOR GOVERNNENT'S SPENDING

SPREE.
IF WE HAVE TO REDUCE THE DEFICIT FURTHER -- AND I BELIEVE WE

DO -- THEN WE HAVE TO CUT THE BUDGET FURTHER, RAISE REVENUES, OR

PROJECT FASTER GROWTH OR HIGHER INFLATION, I‘LL LEAVE PRO-
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JECTIONS TO THE STATISTICIANS WITH THEIR COMPUTERS AND THEIR
MODELS. I PREFER TO DEAL IN THE REALM OF DOLLARS AND CENTS.

- FIRST OF ALL, LET NO ONE BELIEVE THAT AFTER LAST YEAR'S

EFFORTS THE FEDERAL BUDGET HAS BECOME NEAT AND TRIM. IT HAS
NOT. REMEMBER THAT IN 1960 NONDEFENSE FEDERAL SPENDING TOOK
9 PERCENT OF THE GROSS NATIONAL PRODUCT. BY 1970, THE FIGURE
WAS 13 PERCENT, AND BY 1980, 17 PERCENT. CLEARLY THERE IS
ROOF FOR FURTHER DEDUCTIONS IN DOMESTIC SPENDING WITHOUT

" SHREDDING THE SAFETY NET A COMPASSIONATE SOCIETY HOLDS OUT

FoR THE DISADVANTAGED, THE ELDERLY, AND THE DISABLED.
AND WHEN I SUGGEST THAT NO CORNER OF THE FEDERAL ESTABLISH-

MENT 15 IMMUNE T0 SCRUTINY IN THE INTEREST OF GREATER EFFICIENCY'
AND SAVINGS, THEN T INCLUDE THE PENTAGON I MY SUSGESTION. IT
SHOULD NOT BE A SCAPEGOAT, BUT NEITHER SHOULD IT BE A H0G.

PRESIDENT REAGAN DISAGREES WITH SOME IN THE CONGRESS OVER THE
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PRECISE SIZE OF THE DEFENSE BUDGET.  BUT THERE IS ROOM FOR

DIALOGUE, AND THERE MAY YET BE SOME ACCOMMODATION WITH CON- i

GRESS IF ONLY 'TO MAINTAIN THE MOMENTUM OF ECONOMIC RECOVERY.
FINALLY, THERE IS THE REVENUE SIDE, THE PRESIDENT HAS
NADE CRYSTAL CLEAR HIS OPPOSITION TO ANY TAX INCREASES AT THIS
TIME. T APPLAUD HIS COMHITMENT AND HIS CONSISTENCY. NEVER-
THELESS HE Kﬁows; AS-WE ALL DO, THAT THE REVENUE QUESTION
WILL NOT GO AWAY. HE HAS ACKNOWLEDGE AS MUCH BY PROPOSING
LOOPHOLE_ CLOSINGS AND MANAGEMENTREFORYS THAT COULD RAISE
ABOUT $32 BILLION OVER THE NEXT TWO YEARS. THAT HOULD INCLUDE
THE IMPOSITION OF A CORPORATE MININUM TAX, THE DETAILS OF
WHICH ARE STILL BEING WORKED OUT. |
S0 fHE REVENUE DOOR 1S NOT CLOSED., WHAT IS CLOSED IS ANY TINKERING

WITH THE PERSONAL TAX CUTS OR MAJOR CHANGES IN BUSINESS CUTS, ENACTED
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LAST SUMMER AS AN ANTIDOTE TO JIMMY CARTER'S MALAISE, WE
HAVE ALSO -AGREED THAT PENALIZING SAVING AND INVESTMENT MAKE
- NO SENSE. SO IF WE NEED ADDITIONAL REVENUES, WE WILL HAVE
TO LOOK ELSEWHERE: THAT MEANS, TIGHTENING LOOPHOLES AND
MAKING SURE THAT EVERYONE PAYS A FAIR SHARE OF TAX. IT ALSO
MEANS LEVIES THAT RELATE MORE TO CONSUMPTION THAN TO fNCOME- |
PRODUCING AND CAPITAL-ACCUMULATING ACTIVITIES. BUT WHATEVER
WE DO IN THE END, THERE IS ONE THING WE POSITIVELY CANNOT DO.
WE CANNOT AND WILL NOT ALLOW THE OPTION OF RAISING REVENUES
TO REDUCE PRESSURE TO CUT FEDERAL SPENDING. THAT, I AM CONVINCED,
IS A MAJOR REASON WHY THE PRESIDENT HAS RULED OUT ANY SIGNIFICANT

REVENUE INCREASES FOR NOW.
T —

EVEN THIS COURSE IS NOT WITHOUT ITS HAZARDS. TO CUT SPEND-

ING FURTHER, WE HAVE TO JUSTIFY THE ACTION TO THE PEOPLE
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IN TERMS THEY CAN UNDERSTAND AND SUPPdRT; A BALANCED BUDGET
1S ONE SUCH GOAL. WITH THAT GOAL TEMPORARILY PUT OFF, WE
MUST PERSUADE PEOPLE THAT NODERATING THE DEFICIT IS THE KEY
T0 FULFILLING THE ECONOMIC RECOVERY PLAN. I BELIEVE WE |
CAN DO THAT - BUT NoT UNLESS EVERYONE PULLS HIS OWN WEIGHT,
THE AMERICAN PEOPLE UNDERSTAND A COMMON EFFORT FOR THE
COFFON GOOD, AND THEY WANT TO GIVE THE PRESIDENT ‘EVERY OPPOR-:
TUNITY TO FULFILL HIS DREAN OF CREATING MORE JOBS WITHOUT IN-
FLATION,  AFTER ALL, IT'S THEIR DREAN AS WELL. THEY BELIEVE, -
BY AND LARGE, THAT THE REAGAN VIEW OF OUR FEDERAL SYSTEM MAKES
SENSE, AND THAT HORE POWER AND RESPONSIBILITY SHOULD BE RETURNED
TO THE LOCAL LEVEL. BUT MANY OF THESE SAME PEOPLE ARE NOT YET
CONVINCED THE ENTIRE PROGRAN WILL HORK - OR EVEN PASS MUSTER
WITH THE CONGRESS. .SOME ARE SUFFERING THEMSELVES. OTHERS ARE

FEARFUL OR CONFUSED. TO EARN THEIR ACTIVE SUPPORT, WE HAVE TO
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DEMONSTRATE THAT OURS IS A PROGRAM FOR THE GOOD OF ALL, THAT
NO ONE GETS SPECIAL PRIVILEGE, AND THAT EACH AND-EVERY AMERI-
- CAN IS VITAL TO ITS SUCCESS.

MUCH HAS BEEN SAID, IN THIS CENTENNIAL YEAR, ABOUT THE
EADERSHIP OF FRANKLIN ROOSEVELT Awﬁ THE STYLISH SIMILARI-
TIES BETWEEN THAT PRESIDENT AND RONALD REAGAN. I SUBMIT
THAT THE COMPARISON GOES DEEPER. FRANKLIN ROOSEVELT GAVE
THE PEOPLE A SENSE THEY WERE PART OF A COMMUNITY, THAT THEY
SHARED COMMON CONCERNS AND A COFFON DESTINY. PRESIDENT
REAGAN ADDS TO ALL THAT A CONVICTION THAT EACH AND EVERY
INDIVIDUAL IN OUR SOCIETY IS IMPORTANT -- THAT IT IS AS A

| COMMUNITY- OF INDIVIDUALS, EACH WORKING TO SHAPE HIS OR ER
OWN FUTURE, BUT WITH REGARD TO HIS FELLONS; THAT WE BECAME
AND REVATN A GREAT NATION,
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THAT IS WHY OUR ECONOMIC PROGRAM OFFERS SUCH HOPE: IT

_ IS GROUNDED IN A FIRM FAITH THAT THE PEOPLE SHARE WITH THEIR |

LEADERS, WE .CANNOT AFFORD fO UNDERMINE  THAT FAITH. SO LONG

AS WE BALANCE OUR CAMPAIGN TO RESTORE INDIVIDUAL INITIATIVE
WITH A SENSE OF EQUITY AND A PASSION FOR ECONOMIC JUSTICE,
THEN THE PROSPECTS ARE BRIGHT. o

1T IS A GREAT MD WORTHY GOAL HE HAVE SET FOR OURSELVES.

IT WILL BE REACHED ONLY HITH THE SUPPORT AND CO-OPERATION OF
MILLIONS OF AMERICANS LIKE YOURSELVES. A DEMOCRACY CAN WITH-
STAND POLITICAL DIFFERENCES. THE ONLY THING IT CANNOT SURVIVE
VOULD BE POLITICAL INDIFFERENCE. SO 1 HOPE THAT EACH OF YoU
WILL MAKE YOUR VOICE HEARD. I GUARANTEE THAT I°M NOT-THE ONLY

MAN IN WASHINGTON WHO WILL LISTEN.
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