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benefits will be commensurate with their
earnings. To protect the fiscal integrity
of the social security trust funds as well
as the benefits of contributors, the House
and Senate conferees have resisted many
of the additional benefits sought by vari-
ous interest groups, and pruned down
certain benefits in the law which were
going to people who had not contributed
their fair share—notably through the
elimination of coverage for limited part-
ners and the reform of the minimum
benefit structure.

But perhaps the greatest accomplish-
ment of H.R. 9346, Mr. Speaker, is that it
sets the stage for a thoughtful and
thorough review of the basic social secu-
rity financing system. Without this bill
becoming law, the Disability Trust (DI)
fund will run out in 12 to 18 months and
the Old Age and Survivors Trust (OASI)
shortly thereafter. If that occurred,
thoughtful analysis would be impossible
and panicky, shortsighted decisionmak-
ing would be inevitable.

The taxes contained in H.R. 9346 have
focused national attention on the un-
desirability of continuing to finance the
entire social security system through
payroll taxes. Payroll taxes are regres-
sive—striking hardest at low and middle
income wage earners while those with
high salaries or investment earnings pay
comparatively little. Moreover, the pay-
roll tax is a tax on labor. At a time of
continuing high unemployment, we can-
not afford to increase the disincentives to
hire new employees.

I feel strongly that the taxes imposed
under H.R. 9346 are too high, and that
ways of reducing the tax without post-
poning benefits or undermining the new-
found financial soundness of the system
must be explored. Early next year I in-
tend to introduce a bill which will meet
those objectives. The bill will remove the
Health Insurance Trust fund (HI) which
was added in the 1960’s and the Disabil-
ity Insurance Trust fund which was
added in the 1950’s from the system, and
restore it to the single purpose retire-
ment and survivor system created in the
1930°s. This change will also mean a re-
duction in the payroll tax of about one-
third for both employer and employee.

The purpose of such a bill would not
be to abandon HI and DI, however, but
to provide that the funds needed to carry
on their functions be obtained from gen-
eral tax revenues. We know that this is
a workable financing system because un-
der current law, nearly 40 percent of HI
funds are derived from the treasury.

The key elements to a successful social
security system are maintaining an ade-
quate level of benefits, and maintaining
the acceptance of those currently work-
ing who are paying the benefits of those
currently retired. H.R. 9346 fulfills the
first of those criteria. Unfortunately, ac-
ceptance of the taxes needed to insure
adequate benefits is dwindling, as the
one-time hidden payroll tax emerges as
a regressive and antiemployment tax. In
the long run, acceptance may be as cru-
cial a factor in the life of the system as
actuarial soundness. I urge my colleagues
to vote for H.R. 9346 because it finances
promised and well-deserved benefits for
the next 50 years. But, I look upon our
vote today as a prelude to the decisions
we must make in the near future to re-
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duce payroll taxes and restore the sys-
tem’s credibility. If we do not meet that
challenge, then we run the risk of gen-
erational warfare which will ultimately
destroy, the system. —

CALL OF THE HOUSE

Mr. WRIGHT. Mr. Speaker, I mov:
a call of the House. a

A call of the House was ordered.

The call was taken by electronic de-
vice, and the following Members failed

to respond:
[Roll No. 781}

Addabbo Fraser Panetta
Andrews, N.C. Fuqua Pettls
Andrews, Gammage Pike

N. Dak. Ginn Poage
Armstrong Hall Pursell
Ashley Harkin Quie
Aspin Harshsa Quillen
Badillo Hefner Rangel
Baucus Holtzman Rinaldo
Bedel Ichord Rlsenhoover
Beilenson Ireland Rose
Bolling Jacobs Runnels
Bonker Keys Ruppe
Breaux Koch Ryan
Brodhead Krebs Santini
Burke, Callf. LaFalce Scheuer
Burke, Fla. Le Fante Shipley
Burleson, Tex. Lent Shuster
Burlison, Mo, Long, La. Sisk
Burton, John Long Md. Skubltz
Burton, Phillip Lujan Smith, Tows
Carney Lundine Solarz
Cavanaugh McCloskey Stark
Cederberg McDonald Steed
Chappell McEwen Symms
Collins, 111, McHugh Traxler
Conyers McKlnney Tsongas
Corman Madigan Udall
Davls Maguire Van Deerlin
Dent Marlenee Vander Jagt
Derwlinski Mathis Weiss
Dickinson Meeds Whalen
Diggs Metcalfe Wiggins
Drinan Mollohan Wllson, Bob
Fary Moorhead, Pa. Winn
Fisher Murphy, N.Y. ° Wolff
Fithian Myers, Michael Yates
Foley Neal Zeferettl
Ford, Tenn. Nix
Forsythe Nolan

The SPEAKER pro tempore. On this
rollcall 317 Members have recorded their
presence by electronic device, a quorum.

By unanimous consent, further pro-
ceedings under the call were dispensed
with. %

SOCIAL SECURITY AMENDMENTS
OF 19177

The SPEAKER pro tempore. The Chair
recognizes the gentleman from Oregon
(Mr. ULLMAN).

Mr. ULLMAN. Mr. Speaker, to con-
clude debate, I yield the balance of the
time to the distinguished Speaker of the
House (Mr. O'NEILL),

Mr. O’NEILL. Mr. Speaker, how did
this bill happen to come before the Con-
gress this year? I want the Members to
think about that. How did it come up?

I will tell the Members how it came up.
It came up because the liberal lobby and
those who are supporters of the Reagan
group, the Right Wing of America, so
mollified and so frightened the aged of
America and the senior citizens, that
each one of us who went to any meeting
where the senior citizens were present
were asked: Is the social security system
going down the drain? Did they have
something to fear? No. We assured them
that they had nothing to fear. We said,
“No, this Congress, the Congress of the
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United States, would never let the social
security system go down the drain.”
Why, we would go into the general fund
before we would ever allow that to
happen.

I think we are the only Nation in the
world that does not dip into the general
fund. But, interestingly, the votes are not
here for that purpose.

Mr. Speaker, I want to talk to the
Democratic Members of this House; 1935
was the year that social security came
Into existence. Do the Members know
what the vote was that day? There was a
vote to recommit. And the vote was 97
Republicans voted to recommit, 1
voted for the legislation. And the inter-
esting fact about it is that the philosophy
has not changed on the Republican side
since 1935.

What did the social security bill do at
that particular time? There used to be in
America what was called the poorfarm,
the poorhouse, the almshouse; and those
who had no insurance, no protection,

went to the almshouse, to the poorhouse, .

to be fed and to be harbored. And when
one walked by and he looked, he said to
himself, “What a disgust to America that
we have homes for the poor, the aged,
those who have made America great. And
what do we do? We put them in a poor-
house.”

But we have changed. We came up
with a philosophy which changed that.
We came up with the philosophy of the
Social Security Act.

Mr. Speaker, there are those who have
gotten up and who have talked and who
have said that the bill is repressive, there
is too much tax.

There are those over here who are say-
ing it is regressive, not enough tax, we are
not taxing the right people.

Mr. Speaker, the philosophy of the
Democratic party has always been to
help the needy, to help the downtrodden.

Sure, I have had Members come up to
me and say, concerning the social secu-
rity bill, “Why. I could go-to an insurance
company and get a policy that would be
so much more equitable, and when I
reach the age of 65 I can receive so much
more money than through social secu-
rity.” That is true. All of us, with our
salary, could do that. But what about the
unfortunate who cannot go out and get
insurance? Who rely on social security as
their sole source of retirement income?
These people are the object of this legis-
lation. They are the beneficiaries of so-
cial security.

I have heard all types of figures thrown
around here today. But under the new
law, if you earn $10,000 a year, 10 years
from now, in 1987, you pay $59.58 more
than you do under the present bili,

If you earn $20,000 a year in 1987, you
pay $119 more a year in tax than you do
under the present bill; if you earn $30,000
a year, you pay $178 more a year than
you do now.

On the subject of this tax, let me re-
mind the Members that there are 33 mil-
lion people on social security—1 out of
every 7.

We are leaving here. We are leaving
here within a matter of minutes, and
there are those of us who are going to go
home and visit our clubs and attend

Christmas parties; we are apt to have
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Waggonner
Whalgren
Wampler
Waxman
Weaver
Weiss
Whitley
‘Wilson, Tex.
Wwright
Yatron
Young, Fla.
Young, Mo.
Zablockl
Zeferettl

Myers, John
Nichols
O'Brien
Pressler
Pritchard
Quayle
Quillen
Rallsback
Regula
Reuss
Rhodes
Robinson
Rose
Rousselot
Rudd
Sarasin
Satterfleld
Sawyer
Schroeder
Schulze
Sebelius
SBhuster
Sikes
Skelton
Slack
Smith, Nebr.
Snyder
Spence
Stangeland
Stanton
Bteed
Stelger
Stockman
Studds
Stump
Taylor
Teague
Thone
Thornton
Treen
Vander Jagt
Volkmer
Walker
Wealsh
Watkins
White
‘Whitehurst
Whitten
Willson, C. H.
Wirth
Wydler
Wylle
Young, Alaska
Young, Tex.

Metcealfe
Mollohan

Mosa

Myers, Michael
Neal

Nix

Panetta
Pettis

Pike

Poage
Pursell

Qule
Rinaldo
Risenhoover
Runnels
Ruppe

Ryan
Santinl

Smlth, Towa
Symms
Traxler
Tsongas
Udall

some fellow who makes $50,000 g year Rahall Simon
come up to us and say, “Thanks. You Roneet =~ Skubltz
made my Christmas happy because I Roberts Spellman
didn’t get an added tax.” Rodino St Germain
But there will be those of us who may Roe e
happen to talk to a senior citizen. He 0F gposentio S
she is going to come up to you and say, Rooney Stokes
“What about my sccial security? Is is go- ggs:nthﬂl " Stratton
ing down the drain?” Ro;,f;}k"“ e
If you voted against this, you are going gysso Tucker
to say, “Well, we are going to do some- Scheuer Ullman
thing about this along the line.” But g;‘:"““g gmg
what a miserable Christmas that senior P o0
citizen is going to have. NAYS—163
I say to the Members on the Demo- Abdnor Flippo
cratic side of the aisle that if I have ever Allen - i W
seen an issue that is a Democratic issue, 4ngerson.7il. Fountain
. . ndrews, N.C. Prenzel -
it is this issue. This reverts right back to  archer Frey
that day in 1935 when the party on the Ashbrook Gibbons
other side of the aisle voted against this Aucoln et g
issue by a vote of 97 to 1. The leopard ggralis Goodling
does not change its spots. Bauman Gore
sMr. Speaker, I ask for a aye vote for Beard, Tenn. Gradlson
Bennett Grassley
the conference report. Bevill Guyer
The SPEAKER pro tempore. Without Bowen Bigaartn
objection, the previous question is or- Brodey =~ Hammer
dered on the conference report. Brown, Mich. Hansen
1 $ Brown, Ohilo Holt
The was no objection. e e s Horton
The SPEAKER pro tempore, The ques- Burgener Huckaby
tion is on the conference report. Burton, John Hyde
Butler Ireland
The question was taken; and the Byron Jecobs
Speaker pro tempore announced that gaputo gegords -
arr ‘ohnson, Colo.
the ayes appeared to have it. Clsniem Jones, Okla,
Mr. CONABLE. Mr. Speaker, on that Don H. Kasten
I demand the yeas and nays. Clawson, Del  Kazen
Th Cleveland Kelly
e yeas and nays were ordered. Cochran Kemp
The vote was taken by electronic de- Cohen Eetchum
3 ness
vice, and there were—yeas 189, nays 163, Sg}f{;,‘:,‘}“, ‘x.,‘g“gm’mno
answered “present” 1, not voting 81, as Conable Latta
foll s Conte Leach
ollows:
[Roll No. 782 Gurcorar e
0. 1 Coughlin tllvingston
YEAS--189 Crane oyd, Tean.
Cunningham Lott
Addabbo Duncan, Oreg. Krueger D:gtell.l%an McClory
Akaka Early LaFalce Danlel, R. W. McDonald
4{le!mnder Eckhardt Lederer de la Garza McKinney
mbro Edgar Leggett Derwinskl Madigan
Ammerman Edwards, Callf. Levitas Devine Mahon
Anderson, Ellberg Lloyd, Calif. Dornan Marriott
i Callf, Emery Luken Duncan, Tenn. Michel
nnunzlo Ertel McCormack Edwards, Ala. Milkulsk!
Applegate Evans, Colo, McDade Edwards, Oklae. Miller, Ohlo
gs’“w Fascell McFall English Mitchell, N.Y.
Baldus Fisher McHugh Erlenborn Montgomery
arnard Flood McKay Evans, Del. Moore
Beard, R.I. Florio Mann Evans, Ga. Moorhead,
Benjamin Flowers Markey Evans, Ind. Calif.
Blagg! Foley Merks Fenwick Mottl
Bingham Ford, Mich. Martin Findley Murphy, Pa.
Blanchard Fowler Mattox Fish Myers, Gary
Blouin Fraser Mazzoll 4
ggss Gephardt Meyner ANSWERED “PRESENT"—1
land Glaimo Mikva
gonlor Gilman Milford i
rademas Glickman
Breckinridge Gudger nhg{ﬁ:a.lcallt. i s
Brodhead Hamllton Minish Andrews, Ford, Tenn.
Brooks Hanley Mitchell, Md. N. Dak. Forsythe
Brown, Callf. Hannaford Moakley Armstrong Fuque
Broyhill Harrington Mofett Aspin Gammage
Burke, Mass. Harrls Moorhead, Pa, Badlllo Gaydos
Carter Hawking Murphy, 11 Baucus Ginn
Chishoim Heckler Murphy. N.Y. Bedell Hall
Clay Heftel Murtha Bellenson Harkln
Collins, 11, Hillis Natcher Bolling Harsha
Corman Holland Nedzi Bonker Hefner
Cornell Hollenbeck Nolan Breaux Ichord
Cornwell Holtzman Nowak Burke, Callf. Koch
Cotter Howard Oakar Burke, Fla. Krebs
D’Amours Hubbard Oberstar Burleson, Tex. Le Fante
Danielson Hughes Obey Burlison, Mo, Lent
Davis Jenkins Ottinger Burton, Phillip Long, La.
Delaney Jenrette Patten Carney Long, Md.
Dellums Johnson, Callf, Patterson Cavanaugh Lujen
Derrick Jones, N.C. Pattison Cederberg Lundine
Dicks Jones, Tenn. Pease Chappell McCloskey
Diggs Jordan Pepper Conyers McEwen
Dingell Kastenmeler Perkins Dent Maguire
Dodd Keys Pickle Dickinson Marlenee
gl?i‘";ev ﬁ"dtee Preyer Fary Mathis
nan 0stmayer Price Flthian Meeds
s, SR
s
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Van Deerlin Wilson, Bob Yates
Whalen Winn
Wigglns Wolff
The Clerk announced the following
pairs:

On this vote:

Mr. Hightower for,
against.

Mr. Le Fante for, with Mr. Pursell agalnst.

Mr. Carney for, with Mr. Plke against.

Mr. Wolff for, with Mr. Cavanaugh agalnst.

Mr. Metcalfe for, with Mr. Lundine agalnst.

Mr. Neal for, with Mr. Santini against,

Mrs. Burke of California for, with Mr.
Chappell against.

Mr. Baucus for, with Mr. Panetta against.

Mr. Traxler for, with Mr. Ginn against.

Mr. Risenhoover for, with Mr. Fuqua
against.

Mr. Ford of Tennessee for,
Andrews of North Dakota against.
Mr. Conyers for, with Mr.

agalnst.
Mr. Nix for, with Mr. Dickinson against.
Mr. Koch for, with Mr. Lent against,
Mr. Badillo for, with Mr. Marlenee against.
Mr. Meeds for, with Mr. McCloskey against.
Mr. Shipley for, with Mr. McEwen against.
Mr. Burleson of Texas for, with Mr. Ryan
agalnst.
Mr. Beilenson for,
against.
Mr. Breaux for, with Mr. Symms agalnst.
Mr. Moss for, with Mr. Wiggins against.
Mr. Fary for, with Mr. Wirn agalnst.

Until further notice:

Mr. Aspin with Mr. Gammage,

Mr. Bedell with Mr, Bob Wilson.

Mr. Bonker with Mr, Udall.

Mr. Burlison of Missouri with Mr. Rinaldo.
Mr, Fithian with Mr. Whalen.

Mr. Harkin with Mr. Dent,

Mr. Hefner with Mr. Harsha,

Mr. Krebs with Mr, Ichord.

Mr, Maguire with Mr. Long of Maryland.
Mr. Long of Loulslana with Mr. Lujan.
Mr. Smith of Iowa with Mr, Mathis,

Mr. Tsongas with Mr. Michael O. Myers.
. Gaydos with Mr. Hall.

. Sisk with Mr. Van Deerlin.

. Yates with Mr. Armstrong.

. Burke of Florida with Mr. Ruppe.

Mr. GHTOWER. Mr. Speaker, I
have a live pair with the gentleman from
New Mexico (Mr. RUNNELS) . Had he been
here, he would have voted “nay.” I voted
“yea.” Therefore, I withdraw my ‘“yea”
and vote “present.”

Mr. HIGHTOWER changed his vote
from “yea’” to “present.”

So the conference report was agreed to.

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on the
table.

with Mr. Runnels

with Mr.
Cederberg

with Mr. Mollohan

GENERAL LEAVE

Mr. ULLMAN. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
extend their remarks and include ex-
traneous material on the conference re-
port just agreed to.

The SPEAKER. Is there objection to
the request of the gentleman from
Oregon?

There was no objection.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Sparrow, one of its clerks, announced
that the Senate had passed without
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THE WHITE HOUSE
(- WASHINGTON

—.

Date: 8/11/82

TO: KLK
FROM: MISTY L. CHURCH\\@__,
RE:

Social security, etc.

Enclosed are a number of additional
items:

l) Memo detailing social security
numbers (and background).

2) Carter's message to Congress
when he presented social
security legislation.

3) Quotes from "What they said in
.." for 1977 and 1978. Library
is missing 1979 (will find)
and 1980's was not published.

I copied entire section on economy
from both years to give flavor of
what was said. (Some are unusable
because they are quotes from
academia, etc.)

Last couple pages of each package
are quotes from those years on
Social security or Jimmy Carter
performance.
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WASHINGTON

Social Security trust funds

(OASDI=01d Age and Survivors and Disability Trust Funds)
(HI=Hospital Insurance Trust Fund)

There are 3 trust funds. OAS and DI and the ones in trouble.
They are the ones dealing with cash benefits. HI is solvent,

but involves only in-kind benefits. (SSA pays the hospital
directly.)

Year* OASDI HI

1976 $ 41.133 billion $ 10.605 billion
1980 26.453 " 13.749 "

With amount left in OASDI at end of 1976, they could meet
47% of their out go for 1977 if no more money came in.

With amount left in OASDI at end of 1980, they could meet
18% of their out go for 1981 if no more money came in.

With amount left in HI at end of 1976, they could meet

66% of their out go for 1977 if no more money came in.
With amount left in HI at end of 1980, they could meet

45% of their out go for 1981 if no more money came in.

Combined... OASDI/HI left end of 76, could meet 50% in 1977.
OASDI/HI left end of 80, could meet 23% in 1981.

Carter message to Congress, enclosed in this package, notes
when the trust funds would have (by their estimates then)
gone dry.

*Numbers are end of calendar year estimates.

NOTE: 1977 Trustee report (end of year, right after social
security bill was passed) noted that 1980 end-of-year
trust fund should have $32.46 billion (intermediate
assumptions). As noted above, it had only $26.453
billion, or about $6 billion short.

Source: Jim Brown, Public Affairs Director, Social Security
Administration (End-of-year trustee reports)
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Q. How do you see the coming meeting
with President Asad of Syria and your
meeting with Mr. Allon of Israel?

SEcRETARY VANCE. The question was:
How do I see the forthcoming meeting
with President Asad, which we will have
tomorrow, and also my meeting with For-
eign Minister Allon?

The President and I are looking for-
ward very much to our meeting with
President Asad. He is one of the key
figures, of course, in the Middle East and
in the solving of the Middle East ques-
tion. We have had the opportunity to
meet with most of the other Arab leaders,
but this will be our first meeting with him,
at least the President’s first meeting with
him.

His views are going to be extremely
important in the development of our final
views with respect to the proposals which
we may choose to make in connection
with the settlement of the Middle East
question.

I met with Foreign Minister Allon on
my last Middle East trip. A good deal has
happened since that time, and we have
had these meetings with the other Arab
leaders during that period. Therefore, I
thought it was time for us to meet again,
where T could review with him what had
come out of the conversations with the
other Arab leaders and get the latest
thinking of the Israelis on the Middle
East question.

Q. Mr. Secretary?

JAPAN

SecrETARY VANCE. One or two more
questions,

Q. Excuse me; one followup. You did
mention the trade surplus of Japan to the
European Economic Community, but was
it resolved? Did Japan make any over-
tures at reducing trade surplus and help-
in these economic deficits in Europe?

g m

N

Administration of Jimmy Carter, 1977

SEGRETARY BLUMENTHAL. Japan, along
with the other countries, committed itself
to meet its growth targets and to meet its
targets that had previously stated. And it
did accept the notion that the strong
countries must make a particular effort so
that the surpluses in the world can be
taken care of. So, in that sense, the Japa-
nese took full cognizance of their position
and promised to act accordingly.

SECRETARY VANCE. One final question.

FOREION NUCLEAR SALES

Q. Is the United States willing to
modify its nuclear policy if the result of
the 2-month study should request, and
especially in terms of the condition, or
requirement, of the approval for doing
the reprocessing in foreign countries—or
do you know if the United States expects
to store the nuclear waste inside the
United States in the future?

SEGRETARY VANCE. The 2-month study
will be a preliminary analysis, as I indi-
cated, which will develop the terms of
reference for the longer study which will
go into the kinds of question which you
are talking about, Of course, what comes
out of that will be very important, not
only to the United States in determining
what its policy should be in the future,
but to all the other participants who will
be involved in it.

Thanks very much.

Nore: The news conference began at 8:20

p-m. in the press center at the Churchill Hotel,
London.

Social Security System

Message to the Congress. May 9, 1977

To the Congress of the United States:
The Social Security system affects the
lives of more Americans than almost any

e
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other function of government. More than
33 million people currently receive bene-
fits. Another 104 million people are mak-
ing contributions with the expectation
that they will receive benefits when they
retire or become disabled, or when their
survivors need help.

Today, the Board of Trustees of the
Social Security Trust Funds is submitting
its 1977 report to the Congress, The re-
port tells us that the system critically
needs financial support in the short term.
The high unemployment of recent years
has curtailed Social Security’s revenues,
while benefits have risen with inflation.
Since 1975 expenditures have exceeded
income; and existing reserves will soon be
exhausted.

Unless we act now, the Disability In-
surafnce Trust (DI) Fund will be ex-
hausted in 1979 and the Old Age and
Survivors Insurance (OASI} Trust Fund
will run out in 1983.

The Trustees Report indicates that
there are serious longer term problems as
well. Under current law the Social Se-
curity system will have an estimated defi-
cit of 8.2 percent of taxable payroll over
the next seventy-five years. About half of
this deficit is due to changes in the pro-
jected composition of our population over
those years, Higher life expectancy and
lower birthrates will make the nation older
as a whole. About half is due to a techifr~
cal flaw in the automatic cost of livifig
formula adopted in 1972,

While campaigning for President, I
stressed my commitment to restore the
financial integrity of the Social Security
system. I pledged I would do my best to
avoid increases above those already sched-
uled in tax rates, which fall most heavily
on moderate and lower-income workers.
I also promised to correct the technical
flaw in the system which exaggerates the
adjustment for inflation, and to do so
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without reducing the relative value of re-
tirement benefits as compared with pre-
retirement earnings.

I am announcing today a set of pro-
posals which meet those commitments
and which solve both the short-term and
long-term problems in the Social Security
system through the end of the twentieth
century. These proposals are designed to:

—Prevent the default of the trust funds
now predicted to occur,

—Bring income and expenses into bal-
ance in 1978 and keep them that way
through the end of the century.

—Create sufficient reserves to protect
the system against sudden declines
in revenue caused by unemployment
or other economic uncertainties.

—Eyotect the system’s integrity beyond
the turn of the century to the extent
we can predict what will happen in
the next 75 years.

—Provide for an orderly review and ex-
amination of the system’s basic
structure.

My proposals are the result of a num-
ber of hard choices. I am convinced that
action is needed now, and that these steps
will restore the financial integrity of the
Social Security system.

T will ask the Congress to take the fol-
lowing specific actions:

1. Compensate the Social Security trust
funds from general revenues for a share
of revenues lost during severe recessions.
General revenues would be used in a
countercyclical fashion to replace the pay-
roll tax receipts last as a result of that por-
tion of unemployment in excess of six
percent. General revenues would be used
oaly in these carefully limited situations.
Because this is an innovative measure, the
legislation we submit will provide this fea-
ture only through 1982. The next Social
Security Advisory Council will be asked
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to review this countercyclical mechanism
to determine whether it should be made
permanent.

2, Remove the wage-base ceiling for
employers. Under present law employers
and employees pay a tax only on the first
$16,500 in wages. Under this proposal the
employer ceiling would be raised over a
three-year period, so that by 1981 the
ceiling would be removed. This action
will provide a significant source of reve-
nue without increasing long-term benefit
liabilities.

3. Increase the wage base subject to
the employee tax by $600 in 1979, 1981,
1983, and 1985, beyond the automatic
increases in current law. This will provide
a progressive source of financing.

4. Shift revenues from the Hospital In-
surance Trust Fund to the Old Age, Sur-
vivors, and Disability Trust Funds, In
part, this shift wiil be made possible be-
cause of substantial savings to the Medi-
care system from the hospital cost con-
tainment legislation that I have proposed.

5. Increase the tax rate on the self-
employed from 7 percent to 7.5 percent.
This will restore the historical relationship
between the OASI and the DI rates paid
by the self-employed to one and one-half
times that paid by employees.

6. Correct certain technical provisions
of the Social Security Act which differ-
entiate on the basis of sex. This will in-
clude a new eligibility test for dependent
benefits. Recent Supreme Court decisions
would result in unfinanced increases in
the cost of the system and some inequities
without this change.

These six steps, along with measures
already contained in existing law, will
eliminate the short-term financing prob-
lem and improve the overall equity of the
Social Security system. 7

In order to guarantee the financial in-
tegrity of the system into the next cen-
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tury, two additional steps must be taken.
I will be asking the Congress to:

1. Modify the Social Security benefit
formula to eliminate the inflation over-
adjustment now in law. This medifica-
tion, known as “decoupling,” should be
done in a way that maintaing the current
ratio of retirement benefits to preretire-
ment wages.

2. Adjust the timing of a tax rate in-
crease already contained in current law.
The one percent tax rate increase pres-
ently scheduled for the year 2011 would
be moved forward so that .25 percent
would occur in 1985 and the remainder
in 1990.

Taken together, the actions I am rec-
ommending today will eliminate the
Social Security deficit for the remainder
of this century. They will reduce the esti-
mated 75-year deficit from the Trustee
Report forecast of 8.2 percent of payroll
to a manageable 1.9 percent.

Prompt enactment of the measure I
have recommended will provide the So-
cial Security system with financial stabil-
ity. This is an overriding immediate
objective.

In addition, I am instructing the Sec-
retary of Health, Education and Welfare
to appoint the independent Social Secu-
rity Advisory Council required by law to
meet each four years. I will ask the Coun-
cil to conduct a thorough reexamination
of the structure of the system, the ade-
quacy of its benefits, the effectiveness and
equity of disability definitions, and the
efficiency and responsiveness of its ad-
ministration. Their report, which will be
issued within the next two years, will pro-
vide the basis for further improvements,

I call upon the Congress to act favor-
ably on these major reform initiatives.

Jimmy CARTER

The White House,
May 9, 1977.
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Thirtieth World Health
Assembly

Message to the Assembly. May 5, 1977

To the President and Members of the
Thirtieth World Health Assembly, Ge-
neva, Switzerland

I want to commend the outstanding
work of the World Health Organization,
under the leadership of Dr. Halfdan
Mahler. Public health has been a particu-
lar concern of mine for many years. My
mother is a nurse, and my wife is deeply
committed to improving health services.

During my lifetime, science and tech-
nology have brought under control a
number of diseases that once weakened,
crippled, or killed people throughout my
home state of Georgia.

But many parasitic and infectious dis-
eases remain, even in a country such as
ours. In some areas of the southeastern
United States, more than 25 percent of
the children suffer from intestinal para-
sites,

The situation is far worse, of course, in
countries which have not yet reached the
technical and scientific levels made
possible by our abundance of natural
resources. In the developing countries of
Asia, Africa, Latin America and the Mid-
dle East, some two billion people live with
the constant threat of malaria, schistoso-
miasis, leprosy, measles, yaws, and other
terrible diseases.

Malnutrition and high population
growth rates complicate the problems of
health care—and the chief sufferers are
children.

In Upper Volta, to pick one tragic ex-
ample from the many, mortality among
children under five is close to 50 percent.

These questions affect us all, since in-
creased international travel hastens the
spread of disease throughout the world.
But a greater degree of cooperation be-

tween scholars and scientists of all nations
can slow that spread, and even wipe out
certain diseases altogether. Smallpox, for
example, is almost eradicated except for
Somalia.

In my speech to the United Nations
General Assembly several weeks ago, [ em-
phasized our commitment to basic human
rights. These include the right of every
human being to be free from unnecessary
disease.

To work toward that right, we will
offer to share our medical know-how with
all nations, regardless of politics or ideol-
ogy. We will work together to control dis-
ease, improve nutrition, and raise the
quality and productivity of life through-
out the world.

The United States is ready to help de-
velop a truly international program to
identify and report epidemic and endemic
diseases. We will work with the World
Health Organization, as well as with in-
dividual countries, in a global effort to
give early warning of impending disease
outbreaks.

The gap in health and productivity be-
tween developed and developing nations
is bound to increase political and social
instability in the world.

In some measure this gap is due to un-
equal distribution and consumption of
food, energy, and water. We know the
economic and social consequences to
other nations of our own waste of non-
renewable energy resources, and we are
determined to correct the situation.

We also know that health and eco-
nomic development are closely linked.
The child with malaria often misses
school. The anemic worker, with a para-
sitic infection, is less productive than he
should be. We need to pursue progrars
which break this cycle of poverty, dis-
ease and hunger.

When I return to the United States, I
will strive personally to find ways in which
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V. WORKERS' BUYING POWER DECREASES

The buying power of American workers' paychecks continues to decline in
1982 and remains considerably below the levels prevailing in the late 1970s. While
gross average weekly earnings for workers in private industry increased by
4.9 percent from $254.53 in May 1981 to $267.05 in May 1982, real spendable
earnings reduced by social secﬁrity and federal income taxes and adjusted for
inflation, actually declined by 1.4 percent.

This decline in workers' buying power erodes the living standards of workers

and their families and contributes to the recession as reduced buying power leads

to lower production and further layoffs. Since 1977, average real spe&@bl%

<W by 14.1 percent.

Average Weekly Earnings, Production or Nonsupervisory Workers

Current, Constant, & Spendable Dollars

1977 - 1982
Average Weekly Earnings Real Spendable
Year Current Dollars Constant Dollars Earnings
(adjusted for (constant after-
price changes tax $)*
since 1977)
1977 $189.00 $189.00 $169.93
1978 203.70 189.31 167.95 7 S
S 0\1/7 6 /C:
1979 219.91 183.41 lozas > = 1° P
1980 235.10 172.74 151.65 .
: ;{fﬁ',:f
1981 255.20 170.13 147.05 N
1982 May(p) 267.05 169.45 146.02
Percent Change
1977 to +41.3% -10.3% -14.1%

May 1982

*Worker with three dependents
Annual Averages

Source: "Real Earnings," Bureau of Labor Statistics, Spendable earnings for
May 1982 calculated by the AFL-CIO using BLS methods.
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* THE WHITE HOUSE
./ WASHINGTON

Date: 8/10/82pm

TO: KLK

FROM: MISTY L. CHURC

RE: Carter litany

Enclosed, as promised, are a number
of items you requested.

First off, there is an index of

events, 1977 to 1980, regarding

his economic policy. Copies of

his remarks from presidential documents
is provided for 'most, however some

were released by administration officials
only and then are noted in FACTS on FILE
only (also noted on index).

I've added a number of other various
speeches, remarks, and Q&A's that
have what I think may be useful
quotes by Carter. However, I've
number on the index the economic
programs to make them stand out.




THE WHITE HOUSE
WASHINGTON

Date:

(page 2)

TO:

FROM: MISTY L. CHURCH

I've also enclosed four Sunday
morning talk show transcripts

(two from JC, one each from Byrd
and Cranston) which may have some
helpful quotes. oOur library only
has transcripts back to 1979, and
I've found that ‘TIP was on a couple
in 1977. I'm trying to secure
copies now.

Also enclosed is a compilation of
facts on file to give you (in short
articles) the litany of events.

They should be able to brief you
adequately so you know what Speeches
I've sent and why .

Finally, some articles on TIP, Byrd
and Mondale have been enclosed.

May have some helpful quotes, don't
know. Also TIP 1977 Social Security
statement I told you about.

Bye for now.




meainy,

DEPARTMENT OF HEALTH & HUMAN SERVICES Social Security Administration

Office of Family Assistance
July 9, 1982 Washington, D.C. 20201

245-2971
Dear Misty:

Attached are some arguments that could be
used to counter charges of unfairness to
the poor. They deal with unfairness to the

taxpayer .

Paragraph number 8 provides you with the
numbers you asked for on length of time
on the AFDC welfare rolls.

Please call if we can provide any other
information.

Sincerely,
o -»
i
Ceil Frank
Public Affairs

5 I




ARGUMENTS TO COUNTER ACCCUSATIONS OF UNFAIRNESS

In this time of budgetary constraint and limited resources, AFDC
assistance must be targeted to those individuals who, through no fault of
their own, are temporarily unable to provide for themselves. Those who
are able to work and can support their families should be required to do
so. The American taxpayer should not have to support individuals simply
because they prefer dependency.

Welfare is a program of last resort. It is unfair to ask the
taxpayers to support welfare recipients with substantial amounts of income
for long periods of time.

Before the 1981 reforms, welfare recipients could earn incomes well
above the poverty line and continue to receive welfare and other benefits
at the taxpayers' expense. In 15 States, families with annual earnings
over $15,000 could remain on the welfare rolls. We do not believe that
American taxpayers wanted to go on supplementing the income of these
families and we do not believe the Federal Government can afford to.

It is unfair to ask taxpayers to support AFDC recipients and their
children who are attending college when many families not on welfare do
not have that opportunity. The AFDC program was designed to meet the
basic living requirements of needy children and their families, not to
enable individuals to attend college at taxpayers' expense. It is
inequitable to exempt college students from the work registration
requirement because they are attending school, while the taxpayers who pay
for public assistance may be unable to afford college for themselves or
their children. 1t is similarly inequitable to exempt a parent from work
requirements on the basis that he is needed to care for a small child

when, in fact, that parent has secured child care and is attending
college.

Because of the failure of past "work incentives" to encourage welfare
recipients to work their way off the welfare rolls, a gross income ceiling
was set under recent reforms to limit the amount an AFDC recipient ocould
earn and still collect benefits. The limit of 150% of the State standard
of need resulted in 180,000 cases with able-bodied working adults being
removed from the rolls. It would have been unfair to allow these
self-supporting individuals to continue to rely on the taxpayers when
their own income was 50% more than what the State sets as its standard for
basic needs.




5. It is unfair to allow welfare recipients to rely on the taxpayers and
at the same time receive large sums of money such as income tax refunds,
lottery prizes or inheritances which do not have to be budgeted to pay for
their daily needs. Where States counted windfall payments the practice
was to treat them as income in the month they were received instead of
requiring them to be budgeted over a longer period.

6. Changes in 1981 no longer permit States to subsidize strikers. Taxpayers
should not be required to support strikers through the welfare system.
AFDC benefits should not be a financial subsidy for labor disputes.
Allowing strikers to join the rolls through woluntary action is
inconsistent with AFDC policy which requires recipients who are able to
work to seek, accept and retain employment.

7. Cash work incentives have failed to encourage more welfare recipients to
work. The incentives passed by Congress in 1967 included a provision to
disregard the first $30 of monthly earnings plus 1/3 of the remainder in
calculating the welfare grant. At the same time, the law was changed to
require States to disregard work and child care expenses.

The evidence shows that after the disregard was established in the late
1960's the percentage of AFDC recipients who worked did not increase. It
remained constant, at about 14 percent, throughout the sixties and
seventies. Furthermore, the number of case closings due to earnings
dropped dramatically. 1In 1967, before the disregard, about one-third of
the households who left the rolls did so because of increased earnings.
In 1979, the figure was less than 10 percent. In addition, the only study
that attempted to measure the costs and benefits of the disregard found
that the costs of the disregard to the taxpayer were at least ten times
the savings. Recipient families were not working their way off the
rolls, as Congress had intended when it instituted the "$30 plus 1/3"
rule, but instead recipients who worked remained indefinitely on the
rolls. AS a result of these findings, in 1981, Congress limited the
disregards for work and child care expenses to specific dollar

amounts and receipt of the $30 plus 1/3 disregard to 4 months.

8. In response to the question about the amount of time that people remain on
the welfare rolls under the AFDC program, the average family remains on
the rolls for 18-24 months. More than 900,000 families have received AFDC

for more than 5 consecutive years and 243,000 have received welfare checks
for more than 10 years.

This was prepared by: The Office of Family Assistance
Linda S. McMahon, Associate Commissioner
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"If we don't solve inflation, this society will suffer
terribly. Everything we stand for will be eroded. Inflation
can destroy everything we believe in. When we press for real
income improvement, inflation burns up the increase. When

we push for growth, our standard of 1living deterirorates; when
we expand personal opportunity, inflation lays its damp hand

on our dreams of a more prosperous future."
-~ Vice President Walter Mondale
Democratic mid-term conference

Memphis, Tennessee
New York Times, 12/11/78 (D)11

"Show me a nation that has let inflation get out of

control, and I'll show you a nation that has gone bankrupt."

--— G. William Miller, Chairman
Federal Reserxve Board
Christian Science Monitor
April 10, 1978

"Those, . . . who are frightened by boldness and cowed
by the necessity for making decisions, complain that all
we have done is unnecessasry and subject to great risks.
Naw that these people are coming out of their storm cellars,
they forget that there ever was a storm."

-- FDR -- Fireside Chat
September 30, 1934
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Carter economic policy litany

Date } Item | 11877

1-7-77 President-elect considers 2-year, $30 billion plan
(including one-time $50 rebate) (no text, see
FACTS ON FILE, 1977)

1=31=77 Economic Recovery Program: message to Congress

2-2-77 Report to the American people: TV ?ddress

2-22~T7 FY-1978 budget revisions: remarks amnd message

4-14-77 Econpomic Stimulus Package: Q&A on tax rebate and
business tax credit proposals

4~15-77 Anti~-inflation program: statement outlining actions (Ij>

4-15-77 News Conference: Q&A‘'s regarding anti-inflation
program
\
7-21~77 Yazoo City, Mississippi: Remarks and Q&A (statement
committing to. cutting taxes and balancing budget by
1981)

10-27-77 News Conference: Energy and tax reform legislation

12-20-77 Social Security Amendments of 1977: Remarks at
bill signing and statement released.

12-20-77 Carter officials announce $25 billion tax cut
proposal for 1978 (no text, see FACTS ON FILE, 1977)
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1=20=78

4-11-78

4-25~78

5~19~78

10-24-78

10-26-78

11-16-78

L1=30=78

12-8-78

1978

Economic Report of the President: annual message
to Congress

Anti-inflation policy: remarks to newspaper editors
announcing administration policy

News Conference: gquestion on tax reduction ("$25
billion tax reduction would not be inflationary")

Carter scales down and delays tax cut package
(statement read by CEA Chairman Schultze, not in
presidential documents; see FACTS ON FILE, 1978)

. s
Anti-inflation program: address to nation \,§§,,
Nashville, Tennessee: remarks at State democratic
party rally (regarding balanced budgets, cutting

taxes)

Interview with the President: Q&A with White House
Correspondents (anti-inflation policy gquestions)

News Conference: Anti-inflation program questions

Memphis, Tennessee: remarks at 1978 DNC mid-term
conference (two-—-year review)

@
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3-24-79

4=25=~79

1=15~79

12-4-79

(Note:

Elk City, Oklahoma: town meeting (balanced budget
commitment, etc.)

Bedford, New Hampshire: State democratic party
fundraising dinner remarks (inflation remarks)

Energy and National Goals: address to nation
(referred to as "national malaise speech")

1980 Democratic presidential nomination: remarks
announcing candidacy (fyi)

There wasn't a great deal of economic or inflation
program dealings in 1979, and once you get to the
end of 1979, that's when Carter began his "Rose
Garden" policy due to hostage crisis.)
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1-30-80

3-14-80

3-14-80

3-20-80

3-28-80

3=31-89

5~9=80

7-21-80

8-28-80

10-12-80

1980

Economic Report of the President: message to Congress

Anti-inflation program: remarks announcing progr

News Conference: regarding anti-inflation program
(for example, "why is this one different than the
other three programs you've had, Mr. President?")

White House briefing on inflation and energy: remarks
to community leaders

National Conference of State Legislatures: remarks
at advisory conference (some on inflation and
voluntary wage/price restraints)

Budget revisions: remarks at signing ceremony
(budget updated from having deficit to having
surplus)

Philadelphia, Pennsylvania: townhall meeting
(inflation questions)

Mid-year budget review: announcing there will now
be a deficit, not a surplus in FY'81 as previously
promised (not in presidential documents, released
by a@ministration official only, see FACTS ON FILE,
1980

/\\
A Y
Economic Renewal Program: remarks announcing program(Eéz;)
(This is fifth economic revival-program)

Natign's Economy: radio address to nation (announcing
American economic renaissance)









WALTER BERNS

The Corporation’s Song

Book and lyrics by Hobbes, Locke, and Madison.
Music by Mobil Oil?

It may be a rule of democracy that the larger the business corporation,
the poorer its public image, especially when events conspire to focus
the public’s attention on the product or service it provides. At first
glance there appears to be little the corporation can do about this. Better
“public relations,” as that trade is understood by its practitioners, will
surely not solve the problems of the nuclear power industry, for example,
or improve the public’s opinion of the major oil companies.

The oil companies especially are pariahs right now. Jane Fonda has
no trouble arousing crowds with her shrill cries of their “obscene profits”
and criminal conspiracies, and young Joseph P. Kennedy III, Bobby’s
son, made his political debut with a speech accusing them of “squeezing”
the poor and (through their subsidiary coal companies) killing miners,
polluting rivers, and causing “terrible life-taking floods.” His uncle, the
Senator, wants to prevent oil company mergers because, he says, the
political power of large corporations threatens our political institutions
and even democracy itself. The typical motorist may know nothing about
that, but he does know about gasoline lines, and rather than blame the
government’s regulatory policies, which are the real cause of his prob-
lem, he mutters imprecations against the oil companies. Organized la-
bor, which ought to know better, calls for their nationalization.




THE AMERICAN SPECTATOR

So powerful is the hostility toward the oil companies that the Presi-
dent, who is by no means bashful when it comes to planting kisses on
Mr. Brezhnev's cheeks, refuses to be photographed with the chief ex-
ecutive officers of Gulf, Mobil, and other oil companies, even though
the occasion would call for no more than a perfunctory handshake. For
the same reason, Secretary of State Vance was never heard to say of Mr.
Carter and the president of Exxon or Texaco what he once said of Mr.
Carter and Mr. Brezhnev, namely, that they “share similar dreams and
aspirations.”

“We must stand firm,” Mr. Carter told the National Conference on
State Legislatures in March, “resist political pressures and tell the truth”;
and with this he lit into Mobil Oil. When it comes to whipping boys,
there’s no business like the oil business, although, if it’s large enough,
any business will do.

Corpomtion bashing, then, is both painless and rewarding—in the
famous words of Huey Long, “Corporations are the finest political ene-
mies in the world.” It is painless because, rather than retaliate, corporate
executives are now inclined to apologize when they show a profit and
become aggressive only when, like Chrysler, their companies face bank-
ruptcy; and rewarding because it satisfies the strongest passion in the
soul of 2 democratic people: the hatred of inequality. We may think that
what best characterizes democracy is the love of liberty, but, as Toc-
queville warned us at more or less the beginning of the democratic era,
while democratic communities have a “natural taste for liberty,” their
passion for equality is much stronger. It is, he said, :‘ardent, insatiable,
incessant, invincible.” What is more, it constitutes the principal threat
to liberty. Democratic communities may, he said, call for equality in
liberty, but, if they cannot obtain it, “they still call for equality in
slavery.”

Of course, this has not yet happened in America, for reasons that are
reflected in a story Abner Mikva enjoys telling. Running for reelection
to the House of Representatives in 1972, he frequently found himself
embarrassed by some of the radical egalitarian policies advocated by the
head of his ticket, George McGovern. One working man, encountered
at a factory gate with hard hat and lunch pail, told him he would not
vote for any Democrat that year. “Why not?” asked Mikva, somewhat
incredulously. Because of McGovern’s “soak the rich” tax proposals, he
was told. Since this blue-collar worker scarcely:resembled his idea of
a member of the idle rich, Mikva said (after appropriate apologies for
his presumption): “But you won’t be hit by those taxes.” To which the
worker replied: “No, but my kids might be!”
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A very American reply, that, and precisely the sort of reply the Fram-
ers of the Constitution sought to elicit from future generations. Like
Tocqueville, they recognized the strength of the passion for equality—
they referred to it as “democratic envy’—and the Constitution they
wrote was designed to protect us from it, specifically from the “factions”
that an envious majority would be likely to form. In the words of James
Madison, the first object of government is “the protection of different
and unequal faculties of acquiring property.” Unequal faculties com-
bined with equal right would issue in unequal acquisition, and Madison
and his colleagues were, for reasons that I shall in due course explain,
anxious to protect this right from those who had not acquired much, or
who had not yet acquired much.

Under their Constitution, the free market economy has provided
unprecedented opportunities for material advancement, thereby serving
to temper this passion for equality among us, and our carefully designed
political and legal institutions have, on the whole and thus far, succeeded
in controlling it when it broke through the economic and social con-
straints. McGovern might have learned something about this in 1972.

Now this passion for equality threatens to overwhelm us: Programs
to provide welfare have become programs with the avowed purpose of
redistributing income; equal opportunity has come to mean equal re-
sults; intelligence tests have been declared unconstitutional by a federat
court. In such a setting it is not hard to understand why corporations
are disliked and distrusted, and why it is so utterly painless for the
politicians, in Washington and Hollywood alike, to inveigh against them.
Corporations are big, and to be big is to be unequal and thus, in a
democracy, sinister. They can point to their economic achievements and
claim, truthfully, that most of the benefits of their activity flow to the
consumer, but the Naderites can respond with the pious adage that man
does not live by bread alone. Under socialism, whatever its economic
follies, there will be much talk about brotherhood and new forms of !
“meaningful” work, and no one will appear to be unequal. That is what
counts. And that, to put it simply, is one reason why the large business
corporations are unpopular: They cannot rid themselves of the stigma
that democracy attaches to their size and—Chrysler again excepted—
their profits.

’I;xeir efforts to do so have failed because they labor under a severe
rhetorical handicap: Business corporations exist to make money, and
money-making is the most prosaic of activities. By the political philos-
ophers whose thought underlies the founding of the modern money-
making (or bourgeois) state this was understood to be an advantage. A
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prosaic politics, it was thought, would be a peaceful politics. If men
were to forgo their notions of heaven and glory (and the activities con-
nected with such “life styles”) and concentrate instead on improving
their material conditions, they would not be so likely to get into argu-
ments with their neighbors (and life might then cease to be “solitary,
poor, nasty, brutish and short”).

In its modern, institutionalized form, to which we give the name
political economy, money-making derives from John Locke’s substitution
of comfortable preservation for Thomas Hobbes’s mere preservation as
the purpose of human life; but the substitution does little or nothing to
conceal the meanness or vulgarity of its principle. What is being pursued
is still self-preservation. (Macaulay, writing 150 to 200 years later, and
from a perspective that was not unfriendly to modernity, saw this as well
as anyone. The aim of ancient philosophy, he said, was to raise us far
above vulgar wants, whereas the aim of the modern—that is, the 17th-
century—philosophy was to satisfy our vulgar wants. “The former was
noble,” he said, “but the latter was attainable.”) As a way of life, self-
preservation, even of the Lockean sort, is unpoetic, by which I mean
it is incapable of inspiring poetry or poetic speech. This is why it is
impossible to write even a play or novel—to say nothing of a poem in
the strict sense—about business. Of course it has been tried, but what
results is banal: No one cares whether the fictional salesman makes his
sale, and no one with any sense or sensibility cares how or where or,
indeed, whether he dies.

Poetry’s subjects are love, family, war, justice, heroic deeds, and even
what we vaguely call “nature,” which is to say, unselfish things. Great
choral music can be written about God (which is why almost all of it is
liturgical in form, and why almost all of it was written before we modern
men “depopulated Heaven,” as Tocqueville put it). Novels can be about
justice and injustice; drama can treat crime and punishment; dance can
portray love, both requited and unrequited. Lincoln, probably our great-
est poet, could utter immortal lines on the eve of a civil war—"The
mystic chords of memory, stretching from every battle-field, and patriot
grave, to every living heart and hearthstone, all over this broad land,
will yet swell the chorus of the Union, when again touched, as surely
they will be, by the better angels of our nature’—but even Lincoln
would not be able to write lines of equal beauty about hospital insurance
or the virtues of a free-market economy. In short, to speak metaphor-
ically myself, it is just not possible to “sing” about everything. Specif-
ically it is not possible to “sing” about self-preservation—even of a com-
fortable sort—or about the institutions, such as the business corporation,
organized to promote it.
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Business {(busyness) is about money-making; it involves not gods, he-
roes, or lovers, but self-interested persons, and self-interested persons
cannot supply models for poetry in any of its forms. The speech of a
business corporation, to the extent that it is not simply commercial
advertising, typically deals with money-making or its cognates, such as
comfort or economic efficiency, or is used to compare the material abun-
dance available through the free-market economy with the queues in
the Soviet Union or the rationing in socialist Britain. What it says may
be true—indeed, is true—but such prosaic speech is not capable of
arousing any audience {who even reads the Mobil Oil ads?), and is
certainly not capable of arousing the passions of a people that is already
comfortable and adequately insured and a large part of which, being
characterized by yearnings it cannot define or even identify, is looking
around for causes to engage its unused energies.

Unfortunately for the corporations, it is possible to “sing” against
business, and it is not necessary to possess the genius of a Moliere to
do it. All that is required is the ability to contrive a dramatic situation
in which the principle of business—self-interest or the “profit motive”—
can be shown to have ugly aspects. The recent film, The China Syn-
drome, demonstrates how readily this can be done. No doubt it requires
a suspension of disbelief to accept the possibility that anyone—whatever
his business—is willing to risk a nuclear holocaust rather than forgo his
profits, but once that is done we have a situation that can be set to
music. Businessmen are selfish; their opponents, whatever their voca-
tions, are selfless (Ralph Nader accepts only a subsistence salary; Jerry
Brown sleeps on a straw pallet, rather like St. Francis; Jane Fonda is
an ununited fund of generosity). Not only are they selfless, they are
heroic: At great “risk” to themselves, they fight for justice for all man-
kind. And one can “sing” about justice.

These things—the hatred of inequality and the rhetorical advantage
enjoyed by the enemies of big business—explain why the large corpo-
rations are on the defensive, even when they don’t deserve to be, and
why it is so painless for the politicians and others to accuse and abuse
them. It also explains why in the public at large there is such a fertile
field waiting to be plowed by the anti-corporation professors in the
universities. Yale’s C.E. Lindblom is currently the most successful of
these. ]

In his recent book, Politics and Markets, which is said to be the
immediate inspiration for Senator Kennedy’s various antimerger bills,
Lindblom says flatly that the large private business corporation is in-
compatible with “democratic theory and vision.” What is relevant here
is not that he fails to sustain this serious charge, but that he has to
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concede that every democratic country (there still are a few) has a mar-
ket-oriented economy. Instead of pondering this interesting and perhaps
significant fact, and drawing the conclusion to which it would appear to
lead, he tries to persuade us that corporations control not only the
politicians but the media and the entire educational system (including,
presumably, Yale University and the American Political Science Asso-
ciation of which he is President). This is, of course, absurd, and could
easily be shown to be absurd. The point to be made here, however, is
that if there is some sort of a connection betwen democracy and the
free-market economy, or between political and economic liberty, it is
important that business corporations come to understand it. For, if the
connection exists, they do have something to “sing” about, namely, free
government and justice at a time when there is precious little of either
in this world.

Txe Framers of the Constitution understood this connection. Madison
was not thinking primarily of profits and material comforts when he
wrote that passage about the first object of government being the pro-
tection of unequal faculties of acquiring property; rather, he was thinking
of the means by which free government might be achieved. Nor was
Adam Smith concerned primarily with opulent dinners when, in the
course of elaborating the features of the capitalist system built on the
principle of self-interest, he made his famous statement to the effect
that we owe our dinners not to the “benevolence” of the butcher, the
brewer, or the baker, but to “their regard to their own interests.” Smith,
too, was concerned with the conditions of political liberty; he was, after
all, a professor of moral philosophy, not of economics. Nor, to trace the
principle back to the seventeenth century and the man who discovered
it, was John Locke exalting a life of luxury when he argued that a “wise
and godlike” prince would abolish all legal and customary restrictions
on acquisitiveness. Acquisitiveness, or greed, to give it the ugly name
it used to bear, or covetousness, instead of being regarded as one of the
seven mortal sins, as it was in Christian doctrine, would in this new
world provide one of the foundations of the free political order. Private
vice equals public virtue, as Mandeville formulated the principle.

The most obvious (but not the most important) consequence of this
“unleashing of greed” would be the increase of material goods available
to the nation adopting the principle; to employ the title of Smith’s famous
book, the wealth of nations would constantly increase. As Locke argued
in his Second Treatise, God’s original bounty was nothing compared
with the abundance possible under a properly organized political econ-
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omy insuring the right of unlimited acquisition. Locke, one might say,
was the first anti-environmentalist: Nature conquered or subdued would
be infinitely more benevolent than nature ruling.

But for Locke as well as for Smith and Madison, and others of this
school, wealth was not the end. It was the means to the end of political
liberty. As Irving Kristol pointed out in a Wall Street Journal column
last November, pre-modern political philosophers regarded democracy
as an inherently unstable and therefore undesirable form of government.
They were led to this conclusion not because of prejudice but because,
on the basis of experience, they believed that the majority, being poor,
“would always use its power to expropriate the wealth of the more
affluent minority, and that this would lead (as it always had) to economic
chaos, followed by political chaos, followed by the restoration of order
by a dictator.”

What changed the attitude of political philosophers was the emergence of mod-
ern capitalism, with its promise of economic growth—of an economic system
in which everyone could improve his condition without having to do so at
someone else’s expense. It is because this promise of economic growth has been
kept that democratic politics has survived in the United States, in Western
Europe, more recently in Japan. . . . It is the expectation of tomorrow’s bigger
pie, from which everyone will receive a larger slice, that prevents people from
fighting to the bitter end over the division of today’s pie.

As a brief statement of a complex matter, that can scarcely be improved
upon, except by pointing out that, while capitalism may be responsible
for the change of attitude of those “political philosophers” who followed
its emergence, its emergence depended on the new political philosophy
that preceded it.

Before selfishness could be seen as a virtue, someone had to argue
persuasively that it was not a vice; to show that it was not a vice, someone
had to argue persuasively that it was in accord with nature; to show that
it was in accord with nature, someone had to undermine the contrary
teachings of the theologians; and to undermine the teachings of the
theologians (and with them the authority of the established churches),
someone had to argue persuasively against the very possibility of mir-
acles, on which the authority of the churches depended. No capitalist,
not even the first of the Rockefellers, could do this. The treatises against
miracles were written by Hobbes, Spinoza, Locke, in short, by the
political philosophers who paved the way for the commerecial society and
capitalism.
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To recount the history in another form (and with an apology for its
crudeness), it was the 17th-century political philosopher Thomas Hobbes
who argued, drawing an “inference” from his psychological study of the
human passions, that man is by nature not a social being; that he is
selfish and moved by a vanity that leads him relentlessly to seek power
over other men, so that by nature “every man is enemy to every man”;
that men have rights, but that, because of this enmity, these rights are
insecure in the state of nature; that “to secure these rights"—and here
I use the familiar language of the Declaration of Independence—gov-
ernment must be instituted; and that the institution of government
requires all men to yield their natural rights to an absolute sovereign-
who will secure them by preserving the peace, and preserve the peace
by keeping all men “in awe.”

It was Hobbes who was persuaded—and who first persuaded those
who mattered—that it was useless to preach that men ought to respect
the rights of others, or that they should love their neighbors as they love
themselves, or that they should model themselves on the Good Samar-
itan. As he saw it, preaching morality was part of the problem. For every
Good Samaritan produced by preaching there were a hundred religious
zealots (Archbishop Laud, George Jeffreys, Oliver Cromwell—Hobbes's
time was terrorized by such men) eager to do unto others what they
understood God wanted done to them, but disagreeing as to what God
wanted done. To Hobbes, then, peace and security for rights depended
on purging men of their fear of “the power of spirits invisible,” which
fear caused them to do terrible things on this earth, and replacing it
with the fear of a very visible, temporal, and absolute sovereign, the
Leviathan. To it men would yield their rights which it would secure by
keeping the peace. The Leviathan was to be a substitute for moral
teaching, or for old-fashioned (but ineffectual) morality.

And it was John Locke who, accepting Hobbes’s premises concerning
the nature of man, found the way to avoid his political conclusions.
Channel the passions and energies of men into safe activities, Locke
said, where they will compete not for dominion over others, not for
glory, not for the blessings promised by competing gods, not for those
things that cannot be shared, but (in Kristol's terms) for a larger slice
of a bigger pie, and bigger precisely because an enterprise inspired by
the hope for more and more will produce more and more. When this
happens, the Leviathan can become more or less invisible; that is to say,
it can leave men alone, at liberty. The Leviathan, now become the
modern liberal state, will not attempt to impose its understanding of
happiness on its citizens—in fact, it does not claim to know what hap-
piness is—but will respect each man’s natural right to pursue the hap-
piness that he defines for himself. It will respect his privacy because it
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will not have to fear how he uses it, or what he does in private. This
is what is meant by the formulation “capitalism for freedom.”

Ifthen, Hobbes’s Leviathan was to be a substitute for morality, Locke’s
commercial society was intended as a substitute for the Leviathan and,
therefore, a more benign substitute for morality.

Madison, the principal author of our Constitution, understood this
kind of reasoning perfectly. He knew that an American, like any other
man, was inclined to unite with others only for selfish reasons and only
for the purpose of advancing his interests. As readers of Federalist 10
know, Madison referred to those groupings of selfish men as factions,
and he argued that popular government was impossible without a so-
lution to the problem they presented. Remove their causes? It was
useless to think of that; their causes are “sown in the nature of man.”
Control their effects? Yes, but “we well know that neither moral nor
religious motives can be relied on as an adequate control.”

But factions could be controlled in a properly structured system,
according to Madison, one that, among its other features, protected the
equal right of everyone (however unequally endowed) to acquire prop-
erty. In the large commercial republic, the animosity of factions would
become the competition of interests, and this competition would be
peaceful because, all of them prospering to a greater or. lesser extent,
the various factions would recognize a common interest in the preser-
vation of a system—or better, of a Constitution—that secures everyone’s
right to prosper and, more importantly, to live as free men. The con-
nection between economic and political liberty is one of the premises
of the Constitution. It is this that the corporation should understand.

I know very well that the modern multinational corporation is a far
cry from the sort of economic interest Madison had in mind. I also know
it is fashionable in some quarters to remark the growing similarities
among all modern industrial states—their materialism, bureaucratiza-
tion, alienation, and vulgarity. But what matters, surely, are their dis-
similarities, and these continue to exist.

As in other countries, the public realm continues to expand in Amer-
ica, and the control of it is increasingly centralized in Washington, which
regulates our businesses, fixes our prices, buses our children, sets our
quotas, and prescribes our diets as well as our medicines; but it does
not yet command our minds or soq]s. There is still, as there has always
been in this country, a private realm, described by private rights and
defended by private institutions. What matters, finally, is not that these
private institutions are more efficient or that they are capable of pro-
ducing the wealth that can be distributed privately, or even publicly.
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What matters is the realm of privacy itself. As Wemer J. Dannhauser
has said so well, the private realm is one in which we can tend to the
salvation of our own souls. As he put it: “Its existence makes corruption
voluntary to an appreciable degree; and it does seem that the security
and extent of that realm constitutes a more decisive difference between
western liberal democracies and communist states than [the critic of
America] acknowledges.”

Coming to understand all this will probably not allow business cor-
porations to mount a more effective public relations campaign (book and
lyrics by John Locke, Adam Smith, and James Madison, yes; but music
by Mobil’s Herb Schmertz?). But when they know, really know, that
on their continued viability as private institutions depends the continued
viability of liberal democracy in America (and, therefore, in the world),
they may have greater reason to act in a fashion that makes it easier for
their friends to defend them. And the sad fact is that Ralph Nader has
not always been wrong. It is not simply that business corporations have,
as Adam Smith complained, “both deceived and oppressed” the public,
preferring their profits to the public’s interests. They have on too many
occasions demonstrated that Smith knew what he was talking about
when he said they would be inclined to prefer their profits to their
country and to the principles they profess so sanctimoniously when it
costs them nothing to do so. Thus, as Lenin predicted they would, our
industrialists sell the Soviets the rope with which they intend to hang
us. The most damning charge against business corporations was not
leveled by Ralph Nader but by Vladimir Bukovsky, the Soviet dissident.
The handcuffs the Soviets snapped over his wrists, he points out, bore
the stamp: “Made in the U.S.A.”

Corporations do have something to “sing” about, then. But before
they begin to rehearse their new act, or ask their friends to do it for
them, they will have to clean up their old one. O




Adam Smith
and the
commercial republic

STEPHEN MILLER

n the past decade, the difficul-
ties that have beset the American polity have naturally engendered
a host of explanations. By far the majority of those whose business
it is to diagnose “the American sickness,” if there is such a thing,
have argued that America is suffering because of the undue influ-
ence of “special interests.” And they go on to claim that their cura-
tive prescriptions, which are usually hazy, are in accord with the
“founding principles” of American government.

But the proper relation of “special interests” to the American
democracy, as the founders conceived it, is not so simply put. Mad-
ison, Hamilton, and Jay—the authors, under the pseudonym of
Publius, of The Federalist—were very much in favor of commerce.
When Publius in Federalist 10 speaks of the different interests that
“grow up of necessity in civilized nations,” he is alluding to the
different commercial interests that inevitably spring up in any na-
tion when a significant number of its citizens engage in trade. Even
when he speaks of a “landed interest,” he means the interest of
those engaged not in subsistence farming but in agriculture as a
business. Publius, we might say, was pro-business, for he argues in
Federalist 12 that “the prosperity of commerce is now perceived
and acknowledged by all enlightened statesmen to be the most use-
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ful as well as the most productive source of national wealth, and
has accordingly become a primary object of their political cares.”

The sentiments are very much those of Adam Smith, an author
read carefully by all the “enlightened statesmen” of the time. Like
Publius, Adam Smith thought that a polity dedicated to the pre-
servation of liberty could remain strong and stable only if com-
merce flourished. But there was more to Adam Smith than, as the
conventional wisdom would have his role, the most famous expo-
nent of the market system.

Would either Publius or Smith have subscribed to Herbert Hoover's
contention that “the sole function of government is to bring about
a condition of affairs favorable to the beneficial development of
private enterprise”? The remark was cited recently by Arthur Schle-
singer, Jr. to show how benighted the “conservative” apologists
for capitalism have been. According to Schlesinger, these men have
been enthralled by Adam Smith’s notion of an “invisible hand,” and
as a result they regard “the private market as infinitely exact, sen-
sitive, efficient and impartial in its resolution of our social and
economic perplexities.” Publius and Smith would not have dis-
missed Hoover's remark out of hand, as Schlesinger does, but they
would have been puzzled by Hoover’s dogmatic assertion that “the
beneficial development of private enterprise” is the sole function
of government. And Publius and Smith would have been equally
puzzled by the idea that the private market can resolve all 6ur
social and economic perplentles

Publius and Smith would have been puzzled because, in the 19th
century, the debate about commerce and government changed, and
the change naturally affected all subsequent debates. The debate
was no longer about commerce but about capitalism, a term that !
was unknown to Publius and Smith. The 19th-century defenders
of capitalism have little in common with the 18th-century defenders
of commerce. Although both spoke of the science of political econ-
omy, the defenders of capitalism had a rather inflexible notion of
what “science” means. Swearing allegiance to laissez-faire, they
spoke of inviolable laws—arguing vehemently that if these “nat-
ural” laws were tampered with the economy would be ruined and |
liberty would be undermined. Both Publius and Smith, one is cer- 1
tain, would have been repelled by the dogmatism of a 19th-centu-
ry liberal like E. L. Godkin, who regarded all deviations from lais-
sez-faire as the beginning of the end of republican government.

In order to understand why Hamilton and Madison, the princi-
pal authors of The Federalist, stressed the importance of commerce (
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in an extended republicc we need to look past the arguments
of those who attacked laissez-faire as well as those who defended
it (the arguments of a Schlesinger as well as a Hoover), and look
at the arguments of Smith himself. For Smith was a disciple and
friend of Hume's, and The Wealth of Nations, published in 1776,
is the most exhaustive elaboration of the 18th-century “scientist’s”
point of view with regard to commerce. Smith, like Hume, was not
a republican; he considered Britain’s mixed constitution as the best
possible form of government. But, like Hume, he thought that pol-
ities composed predominantly of men pursuing their interest by
engaging in commerce were more likely than other polities to be
stable, strong, prosperous, and free. And the authors of The Fed-
eralist, who read Smith as well as Hume, were persuaded by his
arguments.

Commerce and order

The full title of Smith’s book, An Inquiry into the Nature and
Causes of the Wealth of Nations, is somewhat misleading, for it
implies that Smith is solely concerned with explaining how nations
can become wealthy. Smith does devote much of his book to at-
tacking the mercantilist view of wealth; it is wrong, he argues, to
say that a nation’s wealth can be measured by the amount of pre-
cious metals it has in its coffers. A nation’s wealth, Smith argues,
is directly related to its productivity—the extent to which the “ex-
changeable value of the annual produce. .. exceeds that of the an-
nual consumption. . ..” But for Smith productivity is not an end in
itself. Productivity is desirable because it betters the condition of
the vast majority of the people; it is also desirable because com-
merce—the activity that results in increases in productivity—en-
courages certain qualities in human nature to flourish, qualities that
on the whole make for a stable, prosperous, and free polity. The
Wealth of Nations, then, is less a treatise on economics than a trea-
tise on what might be called the political philosophy of commerce.

Defending Smith from the charge that he had “converted the
Chair of Moral Philosophy into a professorship of trade and fi-
nance,” Dugald Stewart (Smith’s first biographer) argued that there
is a close connection between Smith’s “system of commercial pol-
itics, and those speculations of his earlier years, in which he aimed
more professedly at the advancement of human improvement and
happiness.” According to Stewart, The Wealth of Nations is a work
of moral and political philosophy, and he concluded that “it is this
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view of political economy that can alone render it interesting to
the moralist, and can dignify calculations of profit and loss in the
eye of the philosopher.”

As a political philosopher, Smith—like Hume—was writing under
the shadow of Hobbes, the Hobbes who thought that liberty in-
evitably led to civil discord. Smith, like Hume, thought Britain was
a relatively stable regime, but no regime was immune from the
disease of violent faction. “Times of violent religious controversy,”
Smith says in The Wealth of Nations, “have generally been times
of equally violent political faction.” Smith thought such violent
faction was probably a thing of the past in Britain, precisely be-
cause commerce had become so important. The expansion of com-
merce had made it less likely that people would become embroiled
in religious controversy, less likely that they would join parties of
principle rather than parties of interest. About Europe after the fall
of the Roman empire, Smith wrote:

commerce and manufactures gradually introduced order and good
government, and with them, the liberty and security of individuals,
.among the inhabitants of the country, who had before lived almost
in a continual state of war with their neighbours, and of servile de-
pendency upon their superiors. This, though it has been the least ob-
served, is by far the most important of all their effects. Mr. Hume is
the only writer who, so far as I know, has hitherto taken notice of it.
[Emphasis added.]

Thus, according to Smith, commerce fosters political stability. More
specifically, it fosters non-violent factions, which is an essential con-
dition for a liberal polity. “The good temper and moderation of
contending factions,” Smith says, “seems to be the most essential
circumstance in the public morals of a free people.”

That commerce fosters non-violent factions is one of the central
points—the central point, to my mind—of The Wealth of Nations.
Yet it is a point that Smith does not devote much attention to,
which is perhaps why it was lost sight of in the 19th century. The
defenders of laissez-faire fastened on another point of Smith’s, one
that he elaborates throughout The Wealth of Nations: Commerce
flourishes best when government refrains from interfering in the
economy. It is true, of course, that Smith praised the “invisible
hand” of a market economy, but he was by no means a doctrinaire
advocate of laissez-faire. As Jacob Viner has said, Smith “saw a
wide and elastic range of activity for government, and he was pre-
pared to extend it even farther if government, by improving its
standards of competence, honesty and public spirit, showed itself
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entitled to wider responsibilities.” According to one scholar, Smith
would have endorsed Keynes' observation that “the important thing
for Government is not to do things which individuals are doing al-
ready, and to do them a little better or a little worse; but to do
those things which at present are not done at all.”
Smith was, of course, in favor of free trade. He attacks the “hun-
J dred impertinent obstructions with which the folly of human laws
too often incumbers” the operations of the market, impeding the
“natural effort of eyery individual to better his own condition. . . .”
Unlike a dogmatist such as Godkin, however, Smith thought the
science of political economy must bow to public opinion. Speaking
of a recently-enacted Corn Law, Smith says that “with all its im-
perfections . .. it is the best which the interests, prejudices, and
temper of the times would admit of.” Smith, unlike Godkin, has a
strong sense of the constraints of political practice. If public opin-
ion were flouted, not heeded, political instability might ensue.
Smith realized that free trade was a radical idea for his time and
he never expected most Englishmen completely to assent to it. But
he did think that public opinion could, to some degree, be ed-
_ucated—that, indeed, his book might persuade many Englishmen
that the wealth of Britain, and therefore the prosperity of all cit-
izens, would substantially increase if Britain moved in the direc-
tion of free trade.

Who benefits from the increased productivity that is the end
result of free trade? Everyone, according to Smith, but especially
the great body of the people—that is, the poor. For many reasons,
Smith is impatient with those who look back in nostalgia to a tra-
ditional society, where a landed aristocracy rules. The old order,
he continually argues, was rarely benign, for the ruling classes
were often violent and generally callous. “All.for ourselves, and
nothing for other people,” he says, “seems, in every age of the
world, to have been the vile maxim of the masters of mankind.”

L il

‘i\ But he is less opposed to such traditional societies because he dis-
likes traditional ruling classes than because such societies usually
J have stable or stagnating economies. The poor suffer in such so-

cieties because there is an excess of labor; the peasant must be
content with his condition in life, a condition that he can rarely
change. He must submit to the vagaries of his master. In a “pro-
gressive” state, however, the peasant can improve his condition,
since different people are bidding for his labor. In such a progres-
sive state, as Hume said, people are roused from their lethargy and
are “put into a fermentation.” In such a progressive state, Smith




THE PUBLIC INTEREST

says, “the liberal reward of labour...increases the industry of the
common people.”

The progressive state, he continues, “is in reality the cheerful
and the hearty state to all the different orders of the society. The
stationary is dull; the declining melancholy.” Preoccupied with bet-
tering their condition, people in progressive states are less likely
to become embroiled in matters of opinion. Preoccupied with bet-
tering their condition, their industry generates a national produc-
tivity that redounds to the benefit of everyone. Smith is pro-busi-
ness because he is pro-consumer. “Consumption,” he says, “is the
sole end and purpose of all production; and the interest of the
producer ought to be attended to, only so far as it may be neces-
sary for promoting that of the consumer.”

Smith is pro-business, yet he continually attacks businessmen.
Merchants and manufacturers, he argues, are not naturally or in-
evitably pro-consumer: They are more likely than not to be “pro-
tectionist.” “In the mercantile system the interest of the consumer
is almost constantly sacrificed to that of the producer; and it seems
to consider production, and not consumption, as the ultimate end
and object of all industry and commerce.” Under the mercantile
system, moreover, it is the producers whose interest “has been so
carefully attended to” and the consumers’ interest “has been entire-
ly neglected.” Since merchants and manufacturers are possessed by
“mean rapacity” and the “monopolizing spirit,” Smith warns leg-
islators that “the proposal of any new law or regulation of com-
merce which comes from this order, ought always to be listened
to with great precaution, and ought never to be adopted till after
having been long and carefully examined, not only with the most
scrupulous, but with the most suspicious attention.” According to
Smith, the wealth of the nation suffers if the demands of merchants
and manufacturers are acceded to, for they generally want to re-
strict competition and trade in order to maximize profits.

The dynamics of a commercial society, it would seem, are shot
through with contradiction. For Smith argues that commercial men
are forever trying to impede commerce—not only merchants and
manufacturers but also skilled laborers, who form “corporations”
to restrict entry into their trades. “As it is the interest of the free-
men of a corporation to hinder the rest of the inhabitants from
employing any workmen but themselves, so it is the interest of the
merchants and manufacturers of every country to secure to them-
selves the monopoly of the home market.” How, then, can Smith
exhort legislators to “trust people ‘with the care of their own in-
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terest” when most people see it as being in their interest to re-
strict commerce? Self-interest, it would seem, clashes with the pub-
lic interest, since self-interest lies in restricting commerce whereas
the wealth of the nation lies in free trade.

Smith tries to get around this problem by implying that men
do not always know what is in their self-interest. Restricting com-
merce, he argues, may seem to be in their self-interest, but in the

v long run it is not. For free trade is in the self-interest of all English-
men insofar as all Englishmen are consumers. Smith speaks of the
“futile interests of our merchants and manufacturers”—futile in the
sense that restricting trade ultimately damages their interests rather
than aids them. Smith argues that the “real interests,” as he says,
of the merchants and manufacturers coincide with the public in-
terest, but he doubted very much that they would be capable of
understanding their “real interests,” for they were imbued with
“the meanness of mercantile prejudice.”

Legislators and the common good

The Wealth of Nations, however, was written less for merchants
and manufacturers, whom Smith generally regards as hopelessly
narrow-minded on these questions, than for legislators. Legislators,
he felt, could be persuaded that the public interest lies in breaking
the bonds of mercantilism, and he hoped his book would help them
resist the arguments of merchants and manufacturers. In one of
the most powerful passages in The Wealth of Nations, Smith cas-
tigates merchants and manufacturers for intimidating the legisla-
ture. The member of parliament who supports their proposals for
regulating commerce:

is sure to acquire not only the reputation of understanding trade,
but great popularity and influence with an order of men whose num-
bers and wealth render them of great importance. If he opposes them,
on the contrary, and still more if he has authority enough to be able
to thwart them, neither the most acknowledged probity, nor the
5 ' highest rank, nor the greatest public services, can protect him from

! the most infamous abuse and detraction, from personal insults, nor
sometimes from real danger, arising from the insolent owtrage of
furious and disappointed monopolists.

The legislator, Smith says, should take “an extensive view of the
general good....” By doing so, he would come to recognize the
harm done to the nation by the regulation of commerce, whether
it be in the interest of business or labor. “Every such regulation,”
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he says, “introduces some degree of real disorder into the constitu-
tion of the state, which it will be difficult afterwards to cure with-
out occasioning another disorder.”

Like Hume, Burke, and Publius, Smith regards the legislator as
the central figure of the polity. Speaking of Smith’s “science of
politics,” Dugald Stewart argued that it aimed at improving so-
ciety “not by delineating plans of new constitutions, but by enlight-
ening the policy of actual legislators.” Commerce makes it possible
for free governments to avoid violent factions, but free govern-
ments cannot endure without strong legislatures—legislatures com-
posed of men who are the “natural aristocracy” of the country.
Warning the British parliament about the dangers of undermining
the colonial assemblies in America, Smith says: “Upon the power
which the greater part of the leading men, the natural aristocracy
of every country, have of preserving or defending their respective
importance, depends the stability and duration of every system of
free government.” The sentiment is one of which Hume, Burke, and
Publius would have approved.

Indeed, the road from Hume and Smith to the authors of The
Federalist is direct. Although Hamilton and Madison, unlike Hume
and Smith, supported a republican form of government, all four
were in favor of a strong national government—one in which na-
tional legislators would deliberate about the claims of special in-
terests while always keeping in mind the need to foster a progres-
sive economy. In an extended commercial republic, Publius says in
Federalist 12, “the assiduous merchant, the laborious husbandman,
the active mechanic, and the industrious manufacturer—all orders
of men look forward with eager expectation and growing alacrity
to this pleasing reward of their toils.” In short, they look to their
interests, which would make it less likely that they would be driven
by “a zeal for different opinions concerning religion, concerning
government, and many other points, as well as speculation as of
practice. . ..” Hamilton and Madison, as we know, went their sep-
arate ways in the 1790’s, but in the 1780’s Madison had supported
policies that were essentially the same as Hamilton’s. So certain
was Hamilton of Madison’s support that when he learned in 1790
that Madison was going to oppose the measures he recommended
in his Report on Public Credit, he was truly shocked. Had he
known that Madison was going to oppose him, he confided to
friends, he would not have accepted the post of Secretary of the
Treasury.

Madison’s disapproval of Hamilton’s policies did not mean that
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he had come to question the wisdom of Hume and Smith. It meant,
rather, that he thought Hamilton was unduly favoring one interest
—the moneyed interest—at the expense of the other interests in the
country. Hamilton’s policies, he thought, would abet civil discord
by making sectional rivalries even worse than they had been. A
letter written in 1828 makes it clear that Madison’s views have
much in common with Hume’s and Smith’s. Admitting that “in all
doubtful cases, it becomes every Government to lean rather to a
confidence in the judgment of individuals, than to interpositions
controlling the free exercise of it,” Madison then qualifies the the-
ory of “let us alone” (laissez-faire) by saying that at times—usu-
ally for reaSons of national security—laissez-faire is inappropriate.
And he concludes by arguing that the power granted to Congress
to regulate commerce was “properly granted, inasmuch as the pow-
er is, in effect, confined to that body, and may, when exercised with
a sound legislative discretion, provide the better for the safety and
prosperity of the nation.” For all their differences, Hamilton and
Madison should be regarded as statesmen who tried to adapt the
views of Hume and Smith to the new American polity’s needs.

Yet Hamilton, some would say, seems less to adapt Smith’s views
than to transform them altogether. For Hamilton has often been
regarded as a mercantilist, as an apostle of big government. True,
Hamilton did not favor free trade, but he agreed with Smith that
the wealth of a nation should be measured by its productivity.
And he hoped that his policies would enable the United States to
have a progressive economy. In general, he was in favor of laissez-
faire. “This favorite dogma,” he said, “when taken as a general rule,
is true.” But he added that “as an exclusive one, it is false, and
leads to error in the administration of public affairs.” Smith would
have agreed. And Smith would also have agreed with Hamilton’s
strong conviction that the United States could not have a progres-
sive economy unless it had a strong central government.

Both Smith and Hamilton felt strongly about their prescriptions,
yet both were too well-read in history and too aware of the
b, complexities of politics to assume that their prescriptions, if fol-

lowed, would definitely be effective. In The Wealth of Nations
Smith questions the notion that a “political body” can thrive and
prosper only under a certain precise regimen. Both Smith and Ha-
milton, moreover, harbored a certain disdain for commerce and
commercial men. Hamilton was by temperament aristocratic; he
was out for glory and honor, and his chief interest was military
affairs. Smith was less enamored of aristocratic virtues, but he was
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such a judicious writer that anyone wanting to construct a case
against predominantly commercial societies can glean a good deal
of supporting evidence from The Wealth of Nations. What could
be more devastating as a criticism of commerce than Smith’s re-
mark that in civilized societies—that is, predominantly commercial
societies—“all the nobler parts of the human character may be, in
a great measure, obliterated and extinguished in the great body
of the people”?

According to Smith, the division of labor transforms the nature
of work, making it into a dull and mindless routine. As a result,
the worker “generally becomes as stupid and ignorant as it is pos-
sible for a human creature to become.” Not only his understanding,
but also his body is corrupted, for he becomes “incapable of ex-
erting his strength with vigour and perseverance. ...” In short, he
is neither a good citizen nor a good soldier. In civilized societies,
moreover, the rich are also corrupted; their understanding may be-
come more refined, but they lose the martial spirit. In such soci-
eties, Smith says, “the natural habits of the people render them al-
‘together incapable of defending themselves.” Smith, then, had
grave reservations about the invisible hand of the free market.
“Some attention of government,” he says, “is necessary in order to
prevent the almost entire corruption and degeneracy of the great
body of the people.” Far from thinking, as Schlesinger says, that
the private market can resolve “our social and economic perplex-
ities,” Smith strongly insisted that the government must do many
things to mitigate the bad effects of commerce—must, among
other things, provide for public education as well as find ways to
foster the martial spirit.

Despite his grave reservations about the effects of commerce,
Smith recommended the expansion of commerce. Why? Because the
good effects of commerce outweighed the bad. Or, rather, the bad
effects of commerce could be mitigated by government. The good
effects were clear: Commerce promotes “the public tranquility,” and
fosters a progressive economy that, above all, betters the condition
of the great body of the people. “No society,” Smith says, “can
surely be flourishing and happy, of which the far greater part of
the members are poor and miserable.” To be opposed to commerce,
Smith makes clear, is to be opposed to bettering the condition of
the poor. What can be said of Smith can generally be said of Hume,
Madison, and Hamilton. All four writers thought that commerce

would promote—as Madison said—“the safety and prosperity of the
nation.”
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Were they right? To pose the question in this way, of course,
makes it impossible to answer; we can only speculate about what
the United States would have become if the Constitution had not
been ratified and if the United States had remained a predominant-
ly agricultural society. Hamilton’s own career, moreover, makes it
difficult to focus on the question of commerce and republican gov-
ernment, because by the late 1790’s the French Revolution had

3 worked its spell over him, transforming him into the leading force
in a party of principle, a party obsessed with rooting out Amer-
ican Jacobins. By the late 1790’s he was less an 18th-century sci-
entist than a 19th-century ideologue, for the French Revolution
profoundly affected the nature of intellectual discourse in Europe
and America. These and other problems arise when we try to as-
sess the predictions of Hume, Smith, Hamilton, and Madison, but
we need to come to some conclusion despite these difficulties. We
need, that is, to risk a simple answer to the question: Have the
predictions of Hamilton and Madison been relatively accurate? Or,
to put it another way, we need to know whether the extended
commercial republic that the United States became has fostered
“the safety and prosperity of the nation.”

To most Americans, the answer has always seemed clear: It has.
The scientists were right in their predictions, for the American
polity has been strong and stable—the public tranquility deeply
disturbed only by two intractable problems for which Hamilton and
Madison had no prescription: the problem of slavery and the
problem of native Americans. And the American polity has enabled
the great body of the people to better their condition.

Eternal longings

Some Americans, of course, have not been persuaded. Intellec-
tual descendants of Jefferson, rather than Madison and Hamilton,
they tend to cast a suspicious eye on the national legislature and
on all large-scale industrial enterprises. Jefferson never accepted
the modifications in republican theory advanced by the 18th-cen-

T tury political scientists. He thought republican virtue could only be
nourished in predominantly agricultural societies, where man de-
pends for his living on himself, not on other men. Jefferson’s vision,
Merrill Peterson says, was essentially a conservative one, yet at the
time it was in some ways more in tune with the American temper
than Hamilton’s and Madison’s. “Only in the longer run of history,”
Peterson adds, “would it seem archaic.”
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Archaic or not, Jefferson’s vision is very much in the American
grain—the vision of Mugwumps and populists, Brahmins and agrar-
ians. It is a vision that has—with few exceptions—dominated Amer-
ican letters. Those under the spell of this vision, which can only
loosely be called Jeffersonian, have looked back in nostalgia to an
older order, when disinterested patriots supposedly flourished; and
they have continually attacked politicians and leading businessmen.
According to many populists, conservatives, and socialists, some-
thing happened to America after the Civil War, when Jefferson’s
vision became archaic. The old order disappeared, and America
sank into the corruption of the Gilded Age. After the Civil War,
according to Robert Penn Warren, the “‘business ethic’ became tri-
umphant in American life....” Would Lincoln and Grant (the
Grant who was a great general), Warren speculates, “happily ac-
cept citizenship in a nation that sometimes seems technologically
and philosophically devoted to the depersonalization of men?”
That is, would they accept citizenship in a country devoted to the
“business ethic”?

The idea that the Gilded Age constitutes a watershed in Amer-
ican life is pervasive. For most novelists, essayists, and journalists,
it stands for the decay of the old order and the triumph of greed,
vulgarity, and a mindless devotion to progress. Some historians take
an even more negative view. According to Lawrence Goodwyn, a
leading historian of populism, the Gilded Age turned America’s
liberal democracy into a society dominated by the “ethos of cor-
porate privilege.” And Americans still suffer, Goodwyn says, from
“the continuing cultural power exerted by the political and eco-
nomic values which prevailed in the Gilded Age....”

Now, even Hamilton and Madison would have disliked some of
the features of the extended commercial republic after the Civil
War—disliked especially those who worshipped at the altar of lais-
sez-faire, extolling the virtues of the invisible hand while ignoring
Smith’s description of what the division of labor does to the work-
er. Yet it would be wrong to make too much of the ideology of
laissez-faire, for it was only in the ascendant approximately 25
years after the Civil War, becoming an all but spent force by the
time of the Great Depression. The doctrine of simple laissez-faire
was always repugnant to most Americans—but most Americans did
not think laissez-faire rendered the notion of an extended commer-
cial republic illegitimate. Even before the Civil War, most Amer-
icans, according to Tocqueville, enjoyed “explaining almost every
act of their lives on the principle of self-interest properly under-
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stood.” Despite their suspicion of big business, after the Civil War
most Americans continued to be in favor of the “business ethic.”
Although their talk—especially during political campaigns—smacked
of the older patriotism, it was a language designed, as David Brion
Davis has said, to give a new coalition of interests “equal access to
the réwards of national growth.” From time to time Americans es-
poused Jeffersonian sentiments, but that did not prevent them from
' pursuing their interests in the way the authors of The Federalist
had envisioned—pursuing their interests in the hope of bettering
their condition.

Were they foolish to think that they could better their condi-
tion? Some populists and conservatives (and socialists) think so;
they imply that big business, in league with corrupt politicians,
has made the American Dream just that—a dream. Yet even if many
specific criticisms of politicians and big businessmen are justified,
it makes little sense to say that these forces have made life miser-
able for most Americans. In the eyes of the great body of the poor
throughout the world, the United States has been a success. In the
late 19th century, in the middle of the Gilded Age, millions of im-
migrants came to the United States—came, for the most part, from
predominantly pre-industrial and authoritarian countries: Poland,
Russia, Italy, and Ireland. One hundred years later they continue
to come—from Haiti, Mexico, Vietnam, Cuba—because they still
think that the United States is a land of opportunity, a relatively
stable country where they are free to pursue their interests. No-
where was Hamilton more prescient than when he said in his Report
on Manufactures that the development of American commerce and
manufacturing would promote migration to America from foreign
countries.

Madison and Hamilton, then, were right to assume that the pro-
gressive economy generated by an extended commercial republic
would foster a prosperity that would redound to the benefit of all
groups—always keeping in mind that blacks and native Americans
constitute an important and tragic exception to these predictions.
Madison and Hamilton were also right to assume that the progres-
sive economy generated by an extended commercial republic would
make civil discord less likely. Aside from the Civil War and the
numerous Indian wars, the United States has been the scene of
little protracted civil violence. (For complex reasons, the United
States has had a very high level of personal violence.) Moreover,
the notion that commerce fosters political stability has become
widely accepted. Writing about ethnically-diverse Yugoslavia, a re-
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porter in The New York Times recently said: “More than anything
else, the ability to earn money and spend it is the cement that
holds the country together.”

Hamilton and Madison—as well as Hume and Smith—were, how-
ever, skeptical observers of the human condition who knew from
their reading of history that polities are subject to innumerable
misfortunes. One never knows when a zeal for different opinions
will infect a polity, making its citizens disposed to vex and op-
press each other. Man is far from perfectible, they knew, but they
did think man is malleable—and that commerce would encourage
the development of certain characteristics while it would discourage
others. And these characteristics—among them, moderation, thrift,
calculation, and compromise—would tend to make polities more
stable. Smith did not think that everyone had the soul of a Scotsman,
but he thought it would be better if most citizens did.

Most, not all. All four writers were quite aware that such char-
acteristics are not ennobling, not even wholly admirable. The bour-
geois virtues—all set in motion by self-interest—are not heroic vir-
tues, not the stuff of great literature. All four writers stressed the
need for commercial men but saved their praise for great states-
men, soldiers, philosophers, and legislators. “The greatest and no-
blest of all characters,” Smith says in The Theory of Moral Senti-
ments, is “that of the reformer and legislator of a great state.” They
themselves were driven by uncommercial ambition: Hume and
Smith aspired to be great philosophers, whereas Hamilton and
Madison aspired to be great statesmen (Hamilton also wanted to
be a great soldier). All four writers believed in what might be
called a two-track system. On the one hand, there would be a
“natural aristocracy,” which would be less interested in bettering
its condition than in achieving lasting fame; on the other hand,
there would be a commercial class chiefly preoccupied with eco-
nomic gain. The two groups would complement each other; both
were necessary for the stability and prosperity of the nation. More-
over, only a predominantly commercial society could foster a truly
natural aristocracy—that is, a meritocracy—for in traditional, pre-
industrial societies the talents of those who belong to the lower
orders of society often remain hidden.

The vision of Hume, Smith, Madison, and Hamilton was sober,
but it was also hopeful: Man could improve his condition. Unfor-
tunately, it was not a compelling vision, not a vision rich in great
expectations. And it gave too much place to a figure innumerable
writers and philosophers found—at the very least—distasteful: com-
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mercial man. In the 19th century, a host of novelists, poets, essay-
ists, and philosophers attacked commercial man as mean, hypocrit-
ical, insipid, callous, and vulgar. From very different perspectives,
Nietzsche and Marx attacked the triumph of commercial man. Nietz-
sche hoped for the coming of a “superman,” a man whose virtues
were, in the best sense, aristocratic; and Marx hoped that aboli-
tion of private property would transform man into a completely
social being, one who would no longer be in conflict with his fel-
low men. Both Nietzsche and Marx scorned a society predominant-
ly composed of men pursuing their self-interest. Even in Smith
himself there is a certain amount of scorn for commercial man, a
scorn that is evident when he speaks of “a nation of shopkeepers.”
Though Smith defended commerce, he often found himself exas-
perated by commercial man.

Against politics

In the 20th century we have seen the dreams of Nietzsche and
Marx become the nightmares of Nazi man and socialist man. As
Pascal said, “man is neither angel nor beast, and the misfortune is
that whoever tries to play the angel ends up playing the beast.”
Despite the events of the past 50 years, notions of a new man—a
man untainted by self-interest—still hold some attraction. After quot-
ing Mao’s remarks about the need to “remold people to their very
souls” and the need to “fight self,” Charles Lindblom in his influen-
tial Politics and Markets says that Mao’s vision is “on some counts
as humane as any other great vision of man in the history of human
aspiration,” and he adds that “the vision of an ‘educated’ citizenry is
appealing on many counts—on some points more so than the vision
of market man....” The vision of disinterested man still enthralls

.some intellectuals, though they never say that they would like to

be “educated” in Maoist fashion. And this vision, I would argue,
makes them inclined to dismiss the claims of “special interests™—
groups, after all, driven by self-interest.

Most critics of special interests do not want a new American
man who is a Maoist, but they do want a new American man who
is driven by a disinterested sense of the public interest. “I don’t
think you can have a new type of politics,” Ralph Nader has said,
“unless you have a new type of citizenship.” Nader has not been
very precise about what this new citizen would do, but he has
said “the basic point . . . is to develop what in ancient Athens was
called the public citizen.” In other words, Americans should spend
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much more time than they now do on political affairs—not neces-
sarily by running for office, however, because Nader continually
suggests that being a politician is corrupting: “To my mind, politics
is too full of compromises that should not be made.” What Nader,
and indeed most public interest groups, mean by political parti-
cipation is an active and aroused citizenry that strongly distrusts
its legislators—a citizenry afflicted with what Smith would call that
“troublesome jealousy, which, in some modern republics, seems to
watch over the minutest actions, and to be at all times ready to
disturb the peace of every citizen.” Republican jealousy was pre-
cisely the affliction that Hamilton and Madison were most worried
about, and they hoped that in the new kind of republic they pro-
posed—both extended and commercial-republican jealousy would
wither away.

It never did. Republican jealousy—both in its populist and pa-
trician forms—has been a continuing strain in American political
history. Republican jealousy, its defenders say, keeps politicians
honest; and it prevents corruption from completely dominating the
political process. To some degree, they are right. Although the
“great decisions” of American political history cannot be explained
by invoking the spectre of special interests, it is probably true that
special interests have unduly shaped many legislative decisions.
Yet if special interests are often part of the problem, they are also
part of the solution—a point that is rarely acknowledged. Publius
says that the claims of various and interfering interests should be
regulated, not dismissed. These interests, he implies, are perfectly
right to pursue their self-interest.

In any case, our “public citizens” have usually not been effective
in limiting the influence of special interests. Distrusting professional
politicians, both patrician and populist reformers have advocated
changes that have weakened the party system, thereby making it
more difficult for national legislators to withstand the importunities
of special interests.

Reading The Wealth of Nations, Hamilton and Madison were
probably struck by Smith’s remark that “in free countries, where
the safety of government depends very much upon the favourable
judgment which the people may form of its conduct, it must surely
be of the highest importance that they should not be disposed to
judge rashly or capriciously concerning it.” Many Americans, Ha-
milton and Madison knew, were quick to condemn their legisla-
tors, quick to accuse them of less than noble motives; and in The
Federalist they tried to persuade these Americans that the price of
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such obsessive vigilance was a weak central government that ulti-
mately would unravel, leading to violent faction. They succeeded;
and yet in some ways it seems as if they did not, for many Amer-
icans have remained prone to condemn legislators for being cor-
rupted by special interests.

But few Americans, I imagine, would be entranced by Nader's
anti-commercial vision of an America of self-sufficient communities,
where citizens “can grow their own gardens. . . ” Few Americans,
I imagine, prefer a stable to a progressive economy. And few Amer-
jcans, I suspect, are truly consumed by republican jealousy. Per-
haps most Americans sense that the cry of “special interests” is of-
ten demagogic in intent—a phrase invoked to prevent deliberation,
to cast judgments without coming to grips with substantive ques-
tions. And perhaps most Americans also sense that many of those
who resort to such a rallying cry have more often than -not been
men of little faith in America’s distinctive form of republican
government: an extended commercial republic.
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REPUBLAG FEDSRAL Eavinge

JEFF TISS

Compliments of
(7"4) 835-5575

THE LENDERS’ REPORT
CALIFORNIA LAND TITLE COMPANY

IF YOU USE AND ENJOY THIS REPORT HELP SUPPORT IT. HOW? BY SENDING CALIFORNIA LAND TITLE YOUR NEXT TITLE ORDER.

Al Chittick - Sales Manager

Ron Boufford - Placentia, Y.L., Brea

Ron Cooney - H.B_, F.V.

Tony DeCaro - N.B., Corona del Mar

Sandy Hopper - Westminster, G.G.
This report is made available for thosm engaged in the Real Estate Industry and is not intended for public use or circulation., The information contained hersin is not to be
construed as & quotation from any of the institutions named, but is provided only as a guide for comparison purposes. Bafore relying on the accuracy of sny material con-
tained hersin, varification must be made with the representative or agent of the specific institution concerned.”

Page Kenyon - Cyp., Ls Paima, Stn., B. Pk.
Dartens Martin - Fullerton, La Habrs
Dave McCallum - Costa Maess, irvine
Barbara Piel - Laguna Hills, M.V, El Tore

Wally Usno - M.B., F.V.
Joff Westley - Andnim
Norm Wilson - Tustin, Orenge, S.A.

Jatt Tiss - Laguns Beach, SiC, S.C.

1020 NORTH BROADWAY, SANTA ANA, CA 92711

PLEASE CALL 751-7343. TAPE NO. 888. GET INFORMATION FROM OUR THURSDAY PHONE CALLS BEFORE NEW SHEET ARRIVES
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! THE WHITE HOUSE 0‘%}/""‘% :
WASHINGTON

ECONOMIC INDICATORS

1. 1Inflation (CPI): rose from 4.8 in 1976 to 12.4% in 1980,
an increase of over 250%.

2. Unemployment: went from 7.7% to 7.1%.
‘ 1976 = 7.7% or 7.406 million people
| 77 = 7.1 or 6.991 o =
I 78 = 6.1 or 6.202 ¢ i
| 79 = 5.8 or 6.137 . ,
\ 80 = 7.1 or 7.637 - :

3. Interest rates: T-bills: 1976=4.986%/1980=11.506%
| Prime: 1976 = 6.84% to high of 21%% in
| late 1980. (Yearly average for 1980 is

I 15.27%.)
7 Fur
4. Productivit&: during Carter years, productivity dropped ﬁ;,jéﬂ!
T 2~ theee- years straight (7?-80). A%ﬁﬁuf
Lot
5. Weekly earnings: decreased 7.5% in 1976 to 1980 period in ':},Z;‘r
1 real terms. ) g
pr’
6. Real wages: declined in 79 and 80 after very modest Lﬁ%**;

increases of 1.0% and .5% in 77 and 78.
Overall, real wages decreased 5.6% between
1976 and 1980. That doesn't even count for
inflation.

7. GNP: the rate of increase in GNP declined for
3 years straight (78-80) and in 1980 there ’
was no increase at all (decreased .2%).

8. Personal savings: 1976 = 6.9%
1977 5.6
1978 Bed
1878 5.2
1980 5.6

9. 1Ind. Production: during Carter years, rate of increase dropped
each yeay, and in 1980 industrial production
decreased (in real terms) 3.6%.




3. History's lesson: failure of the nnliciee Af the nast.

o Economic trends were deterioratinag badlv under Carter.
The economy was worsening before President Reagan took
office, and continued to deteriorate in many ways for
the first nine months of 1981 before the Reagan budget
and tax reforms were put in place:

--Inflation. Inflation had risen from 4.8% in 1976 to
6.8% in 1977 to 9.0% in 1978 to an average of 12.9%
in 1979-1980. It remained in double-digits for the
first nine months of 1981.

—-—Interest rates. Prime rate had risen from 6.8% in
1976-77 to 9.1% in 1978 to 12.7% in 1979 to 15.3% in
1980, and was still trending upward to 20.5% by
September 1981.

-=-Unemployment. Unemployment was 7.1% in 1977, and was
trending downward. This trend abruptly halted when
unemployment rose from 5.7% in July 1979 to 7.8% in
July 1980. Subsequently, unemployment never fell
below the 1977 level, and a second recession began in
August 1981 -- two months before the Reagan budget
was in place -- pushing unemployment up once more.
Current unemployment is a largely result of this
second Carter-induced recession.

o The bottom line: returning to the policies of the vast
would hurt evervone.

—--The President's plan has alreadv lowered inflation,
and before long should reduce interest rates and
unemployment.

--Retreating to the policies of the past would reignite
inflation, keep interest rates high, and perpetuate
unemployment. Carter's policies prove this.






